Martin Kolmar ¢ Magnus Hoffmann

Workbook for Principles
of Microeconomics

Second Edition

@ Springer



Contents

1  FirstPrinciples....... ... 1
1.1 TrueorFalse.......cooiiiiiiiii e 1

)0 BN ¥ 1155 4015 [ 1

11,2 SOIUtIONS .« vttt e eeens 4

1.2 Open QUESHIONS . . ... 8
1.2.1  Problems ......oiiiiiiiiiiii i 8

1.2.2 0 SOlUution ...vve e 9

2 GainsfromTrade............................. 11
2.1 Trueor False........oouiiiiiiiiii e 11

2. 1.1 Statements .......oeeeiiiiiiiie e 11

2.1.2  SOIUHONS .ttt 13

2.2 OPEN QUESLIONS . ...t vteettttettttteee ettt eeeeeeeeeeeeeees 17
22,1 Problems ... 17

2.2.2  SOIUHONS .ttt e ettt e e e iiee e e eaeas 18

2.3 Multiple ChOICe ...ttt eeeees 26
231 Problems ......oiiiiii e 26

232 SOIULONS .ttt ettt e e 32

3 Markets and Institutions: Introduction .................................. 35
3.1 Trueor False......ooouiiiiiiiii e 35

0 I BN 1153 10 1<) 11 35

31,2 SOIULONS .ttt et e e e 36

3.2 OPen QUESLIONS . ...ttt eeeeeeeeeeeeeeees 38
32,1 Problems .....uuiiiiii e 38

3.2.2  SOIUHONS .ttt ettt e e 38

4 SupplyandDemand.......................... 41
41 TrueorFalse........ccooiiiiiiiiii 41

23 O N 7211551115 1| - S 41

o o) (115 16§ 43

4.2 Open QUESHIONS. .. eeennnttiteet et e e e e e aaeeeenns 45
421 Problems ........ooiiiiiiii 45
o) (11116 T 48



Contents

4.3 Multiple ChoiCe ...oovnniiiiii it 59
431 Problems .......ooiiiiiiii 59
e T o) (111 16§ 60
Normative Economics ........................ i 61
5.1 TrueorFalse.......ooiiiiiii e 61
5.1.1  Statements ......oooeiiiiiiiie e 61
5.1.2  SOIUHONS ..ottt 63
5.2 Open QUESHIONS .. .uuuettttt ettt e e e e 65
52,1 Problems ......ooiiiiii e 65
522 SOIUHONS ..ottt 67
Externalities and the Limits of Markets ................................. 71
6.1 TrueorFalse........cooiiiiiiii e 71
6.1.1  Statements ............oviiiieiiiiiiiii e 71
6.1.2  SOIULIONS ..ottt 75
6.2 Open QUESHIONS ... ..uuettttteee e e e et e e 81
6.2.1  Problems .......ccooiiiiiiiii 81
6.2.2  SOIULONS ..ottt e 85
6.3 Multiple ChOICe ......uuiiiiiiii e 101
6.3.1  Problems .......cooiiiii e 101
6.3.2  SOIULONS ..ottt 106
Decisions and Consumer Behavior .........................cccoiiiiie 109
7.1 Trueor False.....oooouiiiiiiiiiii i e 109
T 1.1 Statements .......ooeiuieiiieeiiieeiiie e eiie i eaiaaas 109
7.1.2  Sample Solutions .............cciiiiiiiiiii i 111
7.2 Open QUESHIONS ... .uuutteet ettt e e e e 116
T2.1  Problems ......ooiiiiiiiiiii e 116
722  SOIUIONS ..ttt e 117
7.3 Multiple ChOiCe ........oviiiiiiii e 120
7.3.1  Problems ......ooiiiiiiiii e 120
7.3.2  SOIULIONS . .vuitit ettt et 122
Decisions Under Uncertainty and Risk................................... 125
8.1 TrueorFalse.......oooiiiiiiiiii i 125
8. 1.1 Statements .........ccoouiiiiiiiiiiie it 125
8.1.2  SOIUtIONS ..ottt e e 127
8.2  Open QUESHIONS. .......ueeiei e 131
8.2.1  Problems .........ooiiiiiii 131
8.2.2  SOIULIONS ..ovtitiit it e 132
8.3  Multiple ChOiCe .......ovviiiii e 136
8.3.1  Problems .........ooiiiiiii 136

8.3.2  SOIULIONS vttt e 138



Contents xi

10

11

12

13

Principles of Game Theory .............. ..., 139
9.1 TrueorFalse........oiiiiiiiii 139
0.1.1  Statements ..........oovvuiiieeeiiiiiiii e, 139
9.1.2  SOIULONS ..ottt 146
0.2 OPen QUESHIONS .. ..uueteteee ettt e e e e e e 151
9.2.1  Problems ......cooiiiiiiiii e 151
9.2.2  SOIULONS .ottt 156
9.3 Multiple ChOICe .....uueiiiiiii e 163
9.3.1  Problems ......ooiiiiii e 163
9.3.2  SOIULONS ..ottt 167
Behavioral Economics.......................oi 169
10.1 TrueorFalse........oooiiiiiiiiii i 169
10.1.1  Statements ........oovuuiieeeiiiiiii e eiiiiee e eeinnn. 169
10.1.2  SOIULIONS . .vuee et 170
10.2 Open QUESHIONS. .. eetunntttttee ettt e e e e e aeeeenns 171
10.2.1 Problems .......ooiiiiiiiii i 171
10.2.2 SOIUtION ..vvuee e 173
Foundations of Perception and Decision-Making ....................... 175
11.1 TrueorFalse........cooiiiiiiiiii e 175
1111 Statements .......oovuuiieeei e iiiiee e eaean 175
T1.1.2 0 SOIUtIONS . .vueet e 176
11.2 Open QUESHIONS. ..ottt e e e e e eeeeenns 177
11.2.1 Problems ......oooiiiiiiii i 177
11.2.2 SOIUtION ..vuuiee e 178
0SS oo 181
12.1 Trueor False.......oooiiiiiiii i 181
12.1.1  Statements ........cooouiiiiieeiiieeiie et eiie et 181
12.1.2  SOIUtIONS vttt et 182
122 Open QUESHIONS ... ..uuttttt ettt e e e et e e e 184
12.2.1 Problems ....ooovuiiiiii i 184
12.2.2 SOIULIONS .ovuetie et 186
123 Multiple ChOiCe ........oeiiiiii e 194
12.3.1 Problems .....oovniiiiii i 194
12.3.2 SOIULIONS oottt 196
A Second Look at Firm Behavior Under Perfect Competition ........ 197
13.1 Trueor False.......cooiiiiiiiii i i 197
13.1.1  Statements ........ccooviiiiieeriiieeiieeeiieeiieeaaans 197
13.1.2  SOIULIONS vttt et 199
13.2 Open QUESHIONS ... ..uuutttte ettt e e et e e e e e 203
13.2.1 Problems .....oovuiiiiii i 203

13.2.2  SOIULIONS vttt ettt 204



Xii Contents
13.3 Multiple ChOiCe ..ovvnniitiiii et 212
13.3.1 Problems ....vieneiii e 212

13.3.2  SOIULIONS .+ vutii ettt 215

14 Firm Behavior in Monopolistic Markets................................. 217
141 True or FalSe.....oovvniiiiii i 217

14. 1.1 Statements .......vevvniiiiiee it iiees 217

14.1.2  SOIULIONS .« vvtii et 221

142 Open QUESHIONS. .. eeennnnttitet ettt e e e e aeeeeenas 227
14.2.1 Problems ....oovuniiiit i 227

14.2.2  SOIULIONS .+ vueii et 230

143 Multiple ChOiCe ..ooovnniitiii et 254
14.3.1 Problems ....oivuniiii i 254

14.3.2  SOIULIONS .+ vutii et e 260

15 Firm Behavior in Oligopolistic Markets .........................ooooi0 261
15.1 True or False ....ooovvniiiii i 261

15. 1.1 Statements .......oevuniiirneeiie it eiiees 261

15.1.2  SOIULIONS .« vvtii et 263

152 Open QUESHONS. .. ettt e e aeeeenns 266
15.2.1 Problems ....oivrniiiit e 266

15.2.2  SOIULIONS .+ vutii ettt 268

153 Multiple ChoiCe ..oovvnnniiiiii it 281
15.3.1 Problems ....oivuniiiit i 281

15.3.2  SOIULIONS .t vutii ettt e 285

16 Elasticities ........ ... 287
16.1 Trueor False.......cooiiiiiiiii i 287
16.1.1  Statements ........c.oviiiiiieeiiiieeiieeeiieeiieeeaans 287

16.1.2  SOIULIONS ..vuetiiet et 288

16.2  Open QUESLIONS. . ...ttt eeeeeeeeeeeeeeeens 293
16.2.1 Problems .......oiiiiiiiii i 293

16.2.2  SOIULIONS ..vuetiie et 295



