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minimization by firms (C)profit maximization by consumers (D)utility
maximization by consumers. (94 K8t 4)
5.1f a consumer is a net seller of a good and the price of the good falls then
which of the following will occur? (A)The consumer sells even more units
of the good (B)The consumer becomes a net buyer (C)The consumer
remains at initial position (D)Not enough information to determine the
answer. (95 L 45T )
6.In free exchange among two individuals the position on the contract curve
finally arrived at will, among other things, depend on:
I The bargaining strength of each individual.
I The initial endowments of the individuals.
I The individuals’ preferences.
Which of these correctly completes the statement? (A)Only I (B)Only
I 1 and I, butnot I (DI and MM, butnot I (E)I, IO, and
1. (93~ 948 Kk 45F)
7.“In a competitive exchange economy, all Pareto-improving moves will be
made ensuring that the economy will be Pareto-efficient in its final
equilibrium.” This statement refers to: (A)the contract curve (B)the social
welfare function (C)the second theorem of welfare economics (D)the first
theorem of welfare economics. (95% K8t 4)
8. A competitive equilibrium is Pareto efficient because at the competitive
equilibrium: (A)prices have been allowed to adjust (B)there are no further
gains from trade (C)the final outcome is different from the original

inefficient endowment (D)all members of society can be made better off.

(95 R ot 4)
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13. There are two individuals 4 ~ B and two goods x * y in a small society.

x =10 and y = 10 are the endowments of the society and will be distributed
to 4 ~ B. Assume that the utility functions of 4 and B are U” =x,+2y, -

U® =x,y;, which of the following distributions for 4 is Pareto optimal?

W) (x,14)=0,6) B (x;,y)=(74) ©(xpy,)=(62) O (xy,14)
=(5,0). (1003 #e 42 %
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