
QUESTION 1
1. Monopolistic competition is a more realistic market model than the polar models of pure competition and pure monopoly.
 True
 False
4 points   
QUESTION 2
1. Like the perfect competition model the monopolistic competition model assumes that the firms produce homogeneous goods.

 True
 False
4 points   
QUESTION 3
1. Like the perfect competition model, the monopolistic competition model assumes that there are so many sellers in a particular industry that no one seller can influence market supply (and therefore price) by increasing or decreasing the quantity of output it produces.

 True
 False
4 points   
QUESTION 4
1. The monopolistically competitive firm is a “price taker.” If it tried to charge a higher price, it would lose all of its customers.

 True
 False
4 points   
QUESTION 5
1. If you wanted Titleist golf balls or a Ralph Lauren sweater, you’d have to buy them from what is essentially a monopolist because, even though there are a lot of producers of golf balls and sweaters, there is only one producer of that brand.                  

 True
 False
4 points   
QUESTION 6
1. To help distinguish it’s product from the others in the industry, the monopolistically competitive firm often invests in advertising.

 True
 False
4 points   
QUESTION 7
1. Advertising is more important in the perfectly competitive model than it is in the monopolistically competitive model.
 True
 False
4 points   
QUESTION 8
1. Whether the distinction among products is physical, psychological or just imagined, the product distinction is designed to allow the firm to engage in non-price competition.

 True
 False
4 points   
QUESTION 9
1. As a result of product differentiation, the demand curve for a firm’s product is downward sloping rather than perfectly elastic.

 True
 False
4 points   
QUESTION 10
1. Because of the “no barriers to entry” characteristic of this market model, the monopolistically competitive firm can expect to make significant economic profits in the long-run equilibrium.

 True
 False
4 points   
QUESTION 11
1. As in the cases of both perfect competition and pure monopoly, the monopolistically competitive firm maximizes its profits at the level of output for which MR=MC.

 True
 False
4 points   
QUESTION 12
1. In equilibrium the firm will produce at a point where P=MC, thus resulting in the right amount (i.e., the most efficient allocation of resources) of the product being produced.

 True
 False
4 points   
QUESTION 13
1. Monopolistically competitive firms have been of significant concern to economic policy makers in government. This is indicated by indicated by the large number of antitrust policies that have recently been brought against firms in such industries.

 True
 False
4 points   
QUESTION 14
1. The oligopolistic firm is more difficult to model than the purely competitive firm, the pure monopolist, or the monopolistically competitive firm. That's because there is another variable that affects the decisions of the oligopolist that we didn't have to consider in any of the other market models -- "mutual interdependence."
 True
 False
4 points   
QUESTION 15
1. Oligopolist industries can be the result of "barriers to entry." That is, the large capital expenditures required to make the firm an economy of scale could be prohibitive to many potential competitors.
 True
 False
4 points   
QUESTION 16
1. Mergers tend to make industries more competitive. 
 True
 False
4 points   
QUESTION 17
1. For quesitons 17 - 21, use the Resource Sheet you downloaded from the ASSIGNMENTS section. The mutually beneficial strategy would be indicated by cell:
	
	A.
	A

	
	B.
	B

	
	C.
	C

	
	D.
	D


4 points   
QUESTION 18
1. The outcome that would be best for Acme Widget Corporation would be cell:
	
	A.
	A

	
	B.
	B

	
	C.
	C

	
	D.
	D


4 points   
QUESTION 19
1. The equilibrium outcome for this non-collusive industry would be cell:
	
	A.
	A

	
	B.
	B

	
	C.
	C

	
	D.
	D


4 points   
QUESTION 20
1. This game is known as:
	
	A.
	Unresolvable Paradox

	
	B.
	Jacob's Ladder

	
	C.
	Prisoner's Dilemma

	
	D.
	Competitive Equilibrium


4 points   
QUESTION 21
1. The equilibrium outcome of this game would motivate these firms to collude.
 True
 False
4 points   
QUESTION 22
1. The kinked demand model indicates that non-collusive firms in an oligopolistic industry would:
	
	A.
	Match price cuts by his competitor, but ignore price increases.

	
	B.
	Match price increases by his competitor, but ignore price cuts.

	
	C.
	Match all price changes by his competitor.

	
	D.
	Ignore all price changes by his competitor.


4 points   
QUESTION 23
1. Which of the following does not correctly complete the sentence? Collusive agreements are hard to maintain if:
	
	A.
	there is a long lasting recession.

	
	B.
	it is easy to detect and punish cheaters.

	
	C.
	other firms can easily enter the industry.

	
	D.
	there are laws that restrict collusive agreements among oligpolists. 


4 points   
QUESTION 24
1. A "limit pricing" strategy is designed to promote entry into the industry by potential competitors.
 True
 False
4 points   
QUESTION 25
1. Which of the following statements isfalse?
	
	A.
	Oligopolies are considered by some less desirable than pure monopolies.

	
	B.
	Foreign competition is bad for collusive agreements among oligopolists. 

	
	C.
	Oligopolistic firms are less likely to implement technological innovations than purely competitive firms. 

	
	D.
	Neither productive nor allocative efficiency is likely to occur in an oligopolistic industry.
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