
MICROECONOMICS 

SECTION I 

Tlmc---1 hour and 10 minutes 

60 Queslions 

Directions: Each of the questions or incomplete statements below is followed by five suggested answers or 
completions. Select the one that is best in each case and then fill in the corresponding circle on the answer sheet 

I. Economists assume that rational individuals
make choices by comparing the marginal benefit
of an activity to its

(A) marginal ulility

(B) marginal revenue

(C) marginal cost

(D) average total cost

(E)average revenue

2. Which of the following is consistent with a pure
command economy?

(A) Firms rely on the price system to allocate
resources.

(B) The government makes the major decisions
concerning resource use.

(C) Private individuals and firms own the
productive resources.

(D) Business owners detennine how many
workers to employ.

(E) Entrepreneurs can make substantial
econontic profit.

Capital 
Goods 

． 
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。 Consumer 
Goods 

3. Based on the graph provided of a country's
production possibilities curve, which of the
following is true?

(A) Point V represents an inefficient use of
resources. 

(B) Point W represents an unattainable
production level.

(C) Point Y is more productively efficient than
PointZ.

(D) Points X, Y, and Z are all productively
efficient points.

(E)Points X, Y, and Z are all allocatively
efficient points. 
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4 A finn experienced increasing returns through 
the hiring of the fourth worker, nnd then started 
to experience diminishing returns with the hiring 
of tl1e fifth worker. Which of the following 
describes小e marginal cost curve for this firm ns 
the quan出y of output increases? 

It initially slopes upward and then slopes 
downward、

It initially slopes downward and then 
slopes upw血．

(A) 

(8) 

(C) It initially slopes upwa.t-d and then becomes
horizontal.

(D) It always slopes downward.
(E)It always slopes upward.

Number of Salads Marginal Utility 

］ 15 

2 11 
3 3 

4 1 

5 -3

5. During the week, Juliet te can eat salads for
lunch. Based on the provided table, how many
salads consumed per week would maximize
Juliette's total utility?

(A)
(B) 2

(C) 3

(D) 4
(E)5

Un•u加orl迈 copyln9 or reuu or 
any part ol thl1 pago Is Illegal. -4�

6. Por un upwnr<l.slop咄II”“”dl supply cu尸IC ＜-.,f
dog l1.COIS, whlch oflhc fol lowlng is Iruc?

(A) 

(B) 

(C) 

(D) 

(E) 

Selling an ndditionnl unlt of <log ucats v元lI
decrease lotol revenue. 

An increase in the price of dog treats wilJ 
lead to an increose in the supply of dog 
treats. 

An increase in the price of dog treats wiJJ 
lead to an increase in the quantity 
supplied of dog treats参

A decrease in the price of peanut butter� 左 ，

inpu.t to dog treats, will lead to a deer哗

in the quantity demanded for dog treats. 
A decrease in the price of chew toys for 

dogs, a substitute in consumption for do; \ 
treats, will lead to an increase in the 
quantity supplied of dog treats. 

7. Martina has $25 that can be used to either buy
new pair of shoes or a new sweater. She decide
to buy the new pair of shoes. Martina's decisio
not to buy the new sweater represents which-0f
the following concepts?

(A) Opportunity cost
(B) Income effect
(C) Fixed cost
(D� Diminishing marginal utility
(E) Diminishing marginal returns

8. Which of the following characterizes a firm
experiencing economies of scale?

(A) Decreasing total cost

(B) Decreasing total variable cost
(C) Decreasing marginal cost

(D)Decreasing total fixed cost

(E)Decreasing long-run average total cost
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12. Labor is the only variable input for a finn whose production function is depicted in the graph provided. How

many units of labor would maximize total product?

(A) L1 

(B)L2 

(C) L3
(D) L4

(E) Cannot be determined from the graph
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Whicli o「the following will hoppc11 If u 
profit-maximizing firm begins to engng<? in 
perfect price discriminntion? 

(A) Total units sold will decrcnse.

(B) All consumers will be better off.

(C) Deodweight loss will lnc1-cnse,
(D) The linn 、s economic profit will increuse,
(E) The firm's marginal cost will dccrense.

14. Tofu Fim1 is a pro阮maximizing firm that
produces and sells tofu in n perfectly
competitive market. A decrease in the market
price of tofu will cause which of Lhe following in
the short run?

(A) Tofu Finn will produce a higher quantity of
output because marginal revenue
decre邸ed.

(B）Tofu Firm will produce a higher quantity of
output because marginal cost increased.

(C) Tofu Finn will continue to produce the
same quantity of output because the firm
is max血zing its profits. 

(D)Tofu Finn will produce a lower quantity of
output because marginal revenue
decreased. 

(E) Tofu Firm will produce a lower quantity of
output because marginal cost increased.

I copying or rouse of 
Is pogo Is Illegal. 
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15,WhlchoHhc following bcst de$cribes an 
ollgopoly'/ 

(A) CoffceB盯如 11 9eIlu§ manycup9 0f幻ffee
邸 I(wuntsut ihe mIJfKet p如ebUt will
loHo ull IU} CUSlom6fg ifi! chnfge$ 8 highcr 
prlcc, 

(13) CoffceBor ln the only coffee sh叩in厮叨
with complete murket pow叮 to cha哗
high prices and earns positive economic 
profit in the long run, 

(C) Coff eeBar is the only employer of
beverage service workers in town and
pays a fixed wage to all hired workers, 

(D) CoffeeBar sets its own price for itc; cofti也

beverages, but because it is one of many
coffee shops in town, it earns zero
economic profit in the long run.

(E) CoffeeBar is one of only two coffee shops
in town and is constantly offering
promotions and discounts to steal 
customers from the other coffee shop. 

16. Bread is produced and sold in a perfectly
competitive market with an upward-sloping
supply curve and a downward-sloping demand
curve. If the cost of flour, a key input in the
production of bread, increases, which of the
following will happen in the short run in the
market for bread?

(A) Both price and consumer surplus will
increase.

(B) Both price nnd consumer surplus will
remain the same.

(C) Price will increase and consumer surplus 
will decrease. 

(D) Price will increase nnd consumer surplus
will remain the same.

(E)Price will decrease and consumer surplus
wil1 increase. 

GO ON TO THE NEXT PAGE. 



`17. The table provided shows the number of lubor
hours required to produce one chair OR one
desk in Portugal and Brazil.\,Vhich of ll记

following is true if each count!)'specializes In
小e production of the good In which it hos a
comparative adv邸 lage?

(A) Ne汕er country will be willing to trade.

(B）Trade will be mutually beneficial if 1 desk
is exchanged for 1 chair. 

(C)阳de will be mutually beneficial if 1 desk 
is exchanged for 5 chairs. 

(D) Portugal will specialize in producing
chairs, and Brazil will specialize in
producing desks. 

(E)Portugal will specialize in producing desks, 
and Brazil will specialize in producing 
chairs. 

18. For the last urut produced, allocative efficiency
is achieved when

(A) price is equal to marginal cost

(B) price is equal to average total cost

(C) price is equal to marginal revenue

(D)marginal cost is equal to average to比I cost

(E) marginal cost is equal to average variable
cost

五加伽吐过copyln9 or reu�e ol 
my part o1 lhls page Is IIlogaI. 
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Marginal revenue SJO 

Mnrglnal cost $JO 

Pdcc $30 

Avcr1:1ge v几rioble cosi $5 

Avcrnge fix叫CO9t $3 

Quantity of OUlf>UI 
10 uni!S producetl 

J 9. The tnble provided shows cost arid revenue 
infonnntion for Sigmoid, a profit-maximfaing 
monopolist that produces and sells rocket t”也
If Sigmoid's average fixed cost increac;es to $4 
because of a change in rent, then its economic 
profit will 

(A) remain the same

(B) decrease by $1

(C) ·decrease by $10

(D) decrease by $20

(E) decrease by $30

20. Which of the following will happen at a price
above equilibrium in a perfectly competitive
market?

(A) Supply will increase and demand will
decrease until the equilibrium is
reestablished.

(B) Supply will decrease and demand will
increase until the equilibrium is
reestablished.

(C) Government will impose a binding price
ceiling in order to reestablish equilibrium.

(D) Quantity supplied will increase and
quantity demanded will decrease until the
equilibrium is reestablished. 

(E) Quantity supplied will decrease and
quantity demanded will increase until the
equilibrium is reestablished. 

GO ON TO THE NEXT PAGE今
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Workers 

2L Carnival沁nnel Cakes sells its funnel cakes for $4 in a perfectly competitive market and hires workers from a 
perfectly competitive labor market at a wage of $1 O. The graph provided shows the total product curve for 
funnel cakes. Assuming labor is the only variable input, what is the profit-max.imizing number of workers that 
Carnival Funnel Cakes will hire? 

(A) 3 workers

(B) 4 workers

(C) 5 workers

(D) 6 workers

(E) 7 workers

22. Octavia spends her entire budget on yogurt and
crackers. Py and Pc represent the prices of
yogurt (Y) and crackers (C), respectively, and 
MU refers to marginal utility. Which of the
following conditions should be satisfied to
maximize Octavia's utility w压le remaining
within her budget?

(A) 

(B） 

(C) 

(D) 

(E) 

MUy/MUc = Pc/Py 

MUyl Py= MUcl Pc 

MUy/Pc = MUclPy 

MUy /MUc.< Py/Pc 

MUy/Pc>邓Jc/Py

23. Country X imports tea from its trading partners.
The government is evaluating whether it should
impose a tariff or a quota in the market for tea in
Country X. Which of the following statements is
true regarding the difference in the outcomes
between these two government interventions in
the market for tea?

(A) 

(B) 

(C) 

(D) 

(E) 

A tariff will cause a decrease in domestic 
consumer surplus, while n quota will not. 

A tariff will generate government revenue, 
while a quota will not. 

A tariff will cause a decrease in domestic 
producer surplus, while a quota will not. 

A tariff will cause deadweight loss, while a 
quota will not. 

A tariff will increase the price of tea for 
domestic consumers, while a quota will 
not. 

Unoulhorlzed copying or reuse of 
11t1y part of lhl• pa-go I• Illegal. 
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24. The provided graph shows the imposition o「a pcr-unit lax on IllC ll1nrkc1「or a good. A仆er lhe tax is imposed.what is the change in producer surplus? 

(A) It will decrease by $25.
(B) It will dee心lSC by $40.
{C) It wilJ increase by $90.
(D) It will increo.se by $40.
(E) It will increase by $25.

� ＿ 叩叩Or1,”“听°'叩，＂
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25. Which of the following is tn1c of Ii
monopsonist?

(A) 

(B) 

(C) 

(D) 

(E) 

A monopsonist controls小e product lnnrket 
and pays the same wage rnle lo all 
workers. 

A monopsonist needs Lo offer n higher 
wage to uttract additional workers. 

A monopson.ist produces goods that nre 
sold only in imperfectly competitive 
product m釭kets.

A monopsonist can charge higher prices 
for a product it sells without losing all its 
customers. 

If a monopsonist decreases the wage rate 
paid to its workers, the firm will lose all 
its workers to competing employers. 

26. Which of the following will cause an increase in 
the demand for beach umbrellas, a noonal good?

(A) 
(B) 
(C) 

(D) 

(E) 

Ad ， ． ecrease m consumers· incomes 
A decrease in the price of beach umbrellas 
A decrease in the popularity of visiting the 

beach 
A decrease in the price of beach hats, a 

substitute in consumption 
A decrease in the price.of beach chairs, a 

complement in consumption 

27. Akeilah has received a patent for a new device
that gives her the exclusive right to produce it.
Which characteristic of imperfectly, competitive
markets is being described?

(A) Barriers to entry

(B) Economies of scale

(C) Mutual interdependence

(D) Price discrimination

(E) Collusion

28. Suppose n country hos a sing I e person with all
lhc income whlle all othcr pcoplc have no
income. What ill the Glni coefficient for tna,
country?

(A)一l

(B) -0.5
(C) 0

(D) 0.5
(E) J.

阳ce ($)

(A) 

(B) 
(C) 

(D) 

(E) 

P3 -

P2[－-Al \VciE

P1 •一一

。Ql Q2 Q3 

Supply 

三
Quantity 

29. The market for beans in the graph provided is 
currently in equilibrium. Assume beans are an 
inferior good. If consumers'incomes increase
and there is a technological advancement in
harvesting beans, which point on the graph will
most likely represent the new equilibrium?

Point A 
Point B 
Point C 
Point D 
Point E 

心叩“d copylng”“usool
叩 ol lh1· P,gelI II1”皇,.
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Quantity Marginal Private Mnrginol Prlvntc 
Cost($) Bcnc仇（＄）

21 25 65 

22 35 55 

23 45 45 

24 55 35 

25 65 25 

30. 1llc table provided shows the marginal private
cost皿d marginal private benefit for Good X. 
The market「or Good X is in equilibrium. If the 
production of Good X generates a constant
marginal external cost of $20 per-unit, which of
小e following actions will improve efficiency in
this market?

(A) Imposing a $20 per-unit tax on producers,
which will decrease output to 22 units

(B) Imposing a $20 per-unit tax on consumers,
which will decrease output to 21 units

(C) Granting a $20 per-unit subsidy to
consumers, which wi!I increase output to
25 units 

(D) Granting a $20 per-unit subsidy to
producers, which will decrease output to
21 units 

(E)Implementing a price floor at $20, which
will increase output to 24 units

31. Eli's jewelry store is increasing prices on its gold
bracelets. What will happen to Eli's totaJ
revenue as a result of the price change?

(A) Eli's total revenue will decrease if demand
is relatively elastic.

(B) Eli's total revenue will decrease if demand
is relatively inelastic.

(C) Eli's total revenue will increase if demand
is relatively elastic.

(D) Eli's total revenue will increase if demand
is unit-elastic.

(E) Eli's total revenue will remain the same if
demand is relatively inelastic.

,u1horutd copying or rouso ol 
pan ol lhl I pago 11 lllcg11I. 
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32, Which of the following is true about economic 
profit u11d accounting profit1 

(A) Aecou11tlt1g profii fa Jess than ecoHomic
prof1t because nccout1tlng pro竹t does not
conHider impliclt costg,

(B) Accounting ptofit ls Jes/J than妃onomic
pro11t b”ougc acc叨ntingpr硝td(Jcs- not
considcr explicit C05位

(C) Accounting profit Is greater than ec的omic
profit because accounting pro斤［如es not
consider implicit costs. 

(D)Accounting profit is greater than 也onom记
profit because accounting profit does not
consider explicit costs. 

(E) Accounting profit is闪ual to economic
profit.

33. In the long run, if a finn increases all inputs by
5%, the firm's output increases by 8%. The firm
is

(A) operating in an industry with low barrie岱

to entry
(B) experiencing increasing returns to scale
(C) producing at the minimum efficient scale
(D)experiencing constant returns to scale
(E) experiencing diseconomies of scale

GO ON TO THE NEXT PAG巳
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34. \Vhat is the area of consumer surplus in the graph provided when the firm maximizes its profit?

(A) ABG

(B) ACF

(C) ADE

(D) BDC

(E)OGBH

35. Which of the following is true about the value of.
cross-price elasticity of demand?

(A) It is negativ e for inferior goods and 
positive for nonnal goods.

(B）It is positive for inferior goods and
negative for nonnal goods. · 

(C) It is positive for complementary goods and
negative for unrelated goods.

(D) It is positive for substitute goods and
negative for complementary goods.

(E) It is negative for substitute goods and
positive for complemen叩goods.

函" cop哼°rr”“°1
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36. W压ch of the following describes the purpose of 
government antitrust legislation?

(A) To i o rncrease positive extemaUties in
consumption in order to increase
consumers'standard of living 

(B) To decrease negative externalities in
producti�n in order to achieve a socially
optimal quantity of output 

(C) To increase competition in markets in order
to reduce inefficiencies caused by
monopoly power 

(D)To encourage finns to pay their workers a
wage equal to their marginal revenue
product in order to decrease income 
inequality 

(E) To limit imports in order to protect
domestic producers

GO ON TO THE NEXT PAGE. 



37. Spinach is produced inn perfectly compctltfvc
mnrkct, I「a popular health und nutrition group
rclcnses n new health report rcgnrding the
importance of consuming spinnch to l11crcnso
immunity, which of the following wlll most
likely happen ln the short run ns n rcsull of th� 
h叫th report?

(A) 

(B） 

J
'
b，
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(C) 

(D) 

(E) 

Market equilibrium price will increase, ond 
existing firms will produce o higher 
quantity. 

M盯ket equilibrium price will increase, and 
existing finns will produce a lower 
quantity. 

Market equilibrium price will decrease, 
and existing finns will produce a higher 
quantity. 

M釭kel equilibrium price will decrease,
and existing finns will produce a lower 
quanLily. 

Market equilibrium price will decrease, 
and some firms will exit the market. 

38. Labor is the only variable input and capital is the
only fixed input for a ti血．Ifthe total product of
one worker is 15 units of output and the total
product of two workers is 27 units of output,
which of the following concepts describes the
change in total output?

39. It1 thC 9hort run，血tms decidc to produce or shu't
doWt1 by compndt1g pried r(j

(A) 

(B) 
(C)
(D)
(B)

averuge"炕d cost 
ttVerttgt I(J,ttl cosf 
UVcruge vuriubiO COSI 
m盯ginul C091 
marginal revenue 

40. Kaifani's Kernels is a typical pro斤t刁maximizfog
firm that produces com in a constant七0玑
perfectly competitive market and is currently 
earning positive economic profiL Based on this 
infonnation, which of the following will occur 
in long-run equilibrium? 

(A)

(B) 

(C)
(D) 

(E) 

The finn wiJI produce at minimum average 
total cost. 

The price of com will increase and be 
equal to the firm's marginal cost. 

The finn's average total cost will increase. 
The finn's profit-maximizing quantity will 

increase. 
The firm will continue lo earn positive 

economic profit. 

(A) 
(B)

(C) 

(D) 

(E) 

Economies of scale 
Disecononties of scale 
Diminishing marginal returns 
Increasing returns to scale 
Decreasing returns to scaJe 

妇ulho中ed copying or r&Use ol 
eny par1 ol lhla page I, Illegal. 
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41. In Lhe graph provided, what is the profit-maximizing number of workers for the monopsonist and what wage
win the monopsonist pay?

(A) The number of workers is 5 and the wage rate is $38.
(B）The number of workers is 10 and the wage rate is $20.
(C) The number of workers is 10 and the wage rate is $30.
(D) The number of workers is 14 and the wage rate is $24.
(E) The number of workers is 14 and the wage rate is $38.

GO ON TO THE NEXT PAGE. 
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-12. Which of the following is ln.tc o「l\lI
profit-m1Lximiz.ing firms, 代gnrcllcss of the typo 
of competition they fncc? 

(A) Finns will produce tho quontity where
price equals marginal co�t.

(B) Fim1s will produce the qLrnntity where
price cqunls mn屯inal revenue.

(C) Fim1s will produce the quru1lily where
price equnls average total cost.

(D) Finns will produce the quantity where
marginal cost equals nvernge total cost.

(E) Fim1s will produce the quantity where
marginal cost equals mnrginnl revenue.

43. The market for cauliflower is currently in
cquilibrium. Which of the following would
result in an incr邸se in the supply of cauliflower
in the short run?

(A) A government-imposed per-unit tax on
cauliflower producers

(B) An incre邸e in consumers'incomes, and
cauliflower is a nonnal good

(C) An increase in the wages of fann workers
in caul讥ower fields

(D) A decrease in lhe price of broccoli, a
substitute product fanners can produce
instead of cauliflower

(E) A decrease in the price of tomatoes, a
complement in consumption for
caul汛ower

Un印吵叩心叩yInoo'"U“°1
叩pmoIth1·Paga1. III09aL 
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44. doIuflIb prodlrccs shocs in“monopo/is,ically
compctlllvc market, Currently, Gmn(ub is
producing I 00 pnirs of shoes, 1ts m11rgir;al cost fa 
$15, price Is $20, mnrglnal revenue Is $15, Md
uvcrugc 101nl cost is $17, Whnl is Gatafob's tottil
economic pro叩

(A) $3

(B) $5
(C) $300

(D) $500
(E)$2,000 

GO ON TO THE NEXT PAGE. 



45. Maria is interested in purchasing solar panels, n normal good. I-fow will the income effect and substitution
effect change the quantity demanded of solar panels for Mnriu if the price of solar panels incre氐es7

Change in Quantity Chnngc in Quantity 
Demanded Bosed on Demondcd Based on 
Income Erf cct Substitution Effect 

(A) A
(B) B
(C) C

(D) D
(E) E

A I Increase 

BI Increase 

CI No change 

D !Decrease 

EI Decrease 

46. Which of the following is a difference between
monopolies and finns in monopolistic
competition?

(A) Finns in monopolistic competition can
earn negative economic profit in the short
run, but monopolies cannot. 

{B) Firms in monopolistic competition set 
marginal revenue equal to marginal cost 
to maximize profit, but monopolies do 
not. 

(C) Firms in monopolistic competition produce
the socially optimal quantity of output in
the long run, but monopolies do not 

(D) Monopolies ch缸ge a price that is gr邸ter
than marginal cost, but firms in
monopolistic competition do not. 

(E)Monopolies can earn positive economic
profit in the long run, but firms in
monopolistic competition cannot.

au心心”copying or reu�e ol
,pan o1 小', P8geIs lIlegai. 
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Increase 
Decrcu.�c 

Deere邸e

Increase 

Decrease 

47. Mike's Bikes has a government license to
produce bicycles. The government has incre芯ed
the annual license fee on bicycle producers.
Which of the following will occur in the short
run for Mike's Bikes as a result of the increase
in the annual license fee?

(A) Total revenue will decrease.
(B) Marginal revenue will decrease.
(C) Marginal cost will increase.
(D）.Average total cost will incre还e.
(E) Average variable cost will increase.

GO ON TO THE NEXT PAGE. 
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48. The market in the graph provided i is currently in equilibrium. The government wishes to incre邸e the
equilibrium quantity of this good to 300 units. Which of the following interventions will achieve the
government's goal?

(A) Implementing a price floor at$4

(B）Imposing a $2 per-unit tax on producers

(C) Granting a $2 per-unit subsidy to consumers

(D)Granting a $2 per-unit subsidy to consumers and imposing a $2 per-unit tax on producers

(E)Granting a $2 per-unit subsidy to consumers and granting n $2 per-unit subsidy to producers

I Unaulhorlud copying or叩“ol
mypmot小1”刀gel.llr”aL
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52. The rcuson pro侃maximizing monopolistlcolly
competitive finns in long-run equilibrium huvc
excess capacity is

(A) they charge n price equal lo mnrglt1nl cosl
(B) they produce a quantity al which nvcrngc

total cost is not minimi沈d
(C) they produce a quantity nt which price

equals m畔innl revenue
(D) they produce a quantity at which marginal

cost is greater thnn average 101111 cost
(E) they nre experiencing diseconomics of

scale 

、

、

＇， 

1、

I/ 
/ 
、

I/ 

53. A firm hiring labor from a per�如 1ycom忙'itiv�
labor morkcl will hove hir叫more than the

、

profit-maximizing quantity o(labor when中c

(A) marginal revenue product of labor is
greater lhan Hs marginal factor cost

(B) marg1riol revenue producl of labor fa fosr.­
血n ltgm缸gina1 factorcos(

(C) 111盯ginal revenue product of labor fa equal 
(0加m缸gJnal foclor cos,

(D) to印I revenue fa greater th的 [hc，如｝ C也t
(E) total revenue fa凶ual IOIheio叫叨＄｛

V 
/ 

、

Pnce (

』

l I I I I I I I I I
0 1 2 3 4 5 6 7 8 9 Quantity 

54. The graph provided shows the domestic supply and demand curves for hats in Econopolis. If Econopolis opens
the hat market to free trade and the world price of hats is $7, what will be the total amount spent on imponed
hats in Econopolis?

(A) $7
(B) $14

(C) $28
(D) ＄36
(E)$42

1un印=乙芩如f°rr”“°'
anyparto，叫·户go ·rne9斗
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for a good 10 be considered a pure public good,
'55 

· it must be 

(A) produced at zero marginal cost
(B) rival and nonexcludablc
(C) rival and excludable
(D) nonrival and excludable
(E)nonrival and nonexcludnble 

56. Yonn's Wufnes can hire all小e workers it w畔
01 $20 per hour．如n's Waffles sells its waffles
01$10 each. Assuming that labor Is山eonly
varinble input, Yonn's Waffles will m邸 imizei”
profits when 

(A) the marglnnl product of加last wotket
hired fa 2 waffles per hour

(B)加m盯g仰lrevenucpr卤uct of加1的
worker hired is $200 

(C) the mnrginal factor (res的（也）C05tof伽
last worker hired is $200

(D)the total product of all w动�st出凶i$
200 waffles per hour 

(E)the total revenue from all waffles sold
is $200 

Cleared4U 
Recycling Composting 

Bygone2 
RecycJing I$45,$47 

Composting I $38,$43 

$42,$37 

$40,$41 

57. Bygone2 and Cleared4U are two competing finns in the waste management industry. When deciding to invest
in future technologies, each firm can choose to open a new recycling center or a new composting center. The
payoff matrix provided shows the value of profits for each combination of strategies, and both firms have
complete information. The first value in each cell represents the payoff for Bygone2, and the second value
represents the payoff for Cleared4U. Each firm independently and simultaneously chooses its strategy. Which
of the following statements is true? 

(A) Neither firm has a dominant strategy. 
(B) Both finns have a dominant strategy to open a new composting center.
(C) Both firms have a dominant strategy to open a new recycling center.
(D)Cleared4U has a dominant strategy to open a new recycling中nter, and Bygone2 has a dominant strategy

to open a new composting center.
(E)Bygone2 has a dominant strategy to open a new recycling center, and Cleared4U has a dominant strategy

to open a new composting center. 
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MICROECON01\1ICS 
SECTION II 

Total Timc-1 hour 
Rending Period一10 minutes 
Writing Period一50 minutes 

3 Questions 
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Directions: You are advised to spend the fi江st 10 minutes reading all of the questions and planning your answers. 
You will then have 50 minutes to answer all three of the following questions. You may begin writing your responses 
before the reading period is over. �tely_half your tilll� 
•Include correctly labeled diagrams, if useful
or required, in explaining your answers. A correctly labeled diagram must have aJJ axes and curves clearly labeled
and must show directional changes. If the question prompts you to "Calculate," you must show how you arrived at
your final answer. Use a pen with black or dark blue ink.

You may plan your answers in this orange booklet, but no er必it will be given for anything written in this booklet 
You will only earn credit for what you write in the separate Free Response booklet. 
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1_ Paolo's Pineapple Fam1 is a typical profit-m氐尺imizing firm tl1nt produces and sells pineapples in a 
constant-cost, perfectly competitive market lhnt is in long-run equilibrium. 

(a) If Paolo's Pineapple Funn incurs e.xplicil and implicit costs, is its accounting profit positive, negative, or
zero?

(b)Draw correctly labeled side-by-side graphs for小e pinenpple mnrket and Paolo's Pineapple Farm and show
邸ch of the follo\\ring.

(i) The market equilibriun1 price 血dqu叩lity, labeled PM and Qr,..1, respectively
(ii) The profit-maximizing p百ce and quantity for Paolo's Pineapple Parm, labeled PF and QF,

respectively
(iii) Paolo's Pineapple Farm's average total cost curve consistent wi山1ong-ron勾uilibrium. label迈

ATC

(c) Pineapples are used in the production of nutritional supplements, which have now become more popu1扛 in
consumption. On your graphs in part(b)， show the short-run effect of the increased popularity of nutritional
supplements on each of the following.

(i) The new market equilibrium p.rice and quantity of pineapples, labeled P2 and Q2. respectively
（五）Paolo's Pineapple Farm's new profit-m氐mi血g quantity, labeled Q*

(d)Assume that the market for pineapples has adjusted to the new long-run equilibrium. Compared to 中e
short-run equilibrium in part (c), will the number of firms in the pineapple market increase, decrease, or rem土1
the same? Explain.

(e) Now assume that Paolo's Pineapple Fann successfully differentiates its pineapples from those of its
competitors. Will Paolo's Pineapple Farm's price be greater than, less than, or equal to its marginal revenue?
Explain.

(f) The income elasticity of demand for pineapples is 0.30. lftbere is a 10% increase in income、calculate the
percen臼ge change in quantity demanded of pineapples岱坠骂our work.

Begin your response to this question at the top of a new page in the separate Free Response booklet 
and fill in the appropriate circle at the top of each page t o  indicate the question number. 





Pnstry Shop X Pastry Shop Y P咄ry Shop Z 

Quantity of Quantity of 
Workers Pastries 

Qunntity of Quantity of 
Workers Pastries 

Quantity of Quantity of 
Workers Pastries 

。 。 。 。 。 。

1 20 l 40 1 80 

2 40 2 70 2 105 

3 60 3 90 3 125 

4 80 4 100 4 130 

3. The tables provided show the production schedules for three pastry shops (Pastry Shop X, Pastry Shop Y, and
Pastry Shop Z), indicating the quantity of pastries that can be produced using varying quantities of workers at
邸ch shop. Workers are hired in a perfectly competitive labor market at a wage of $35, and shops can sell
pastries at a price of $2 per unit in a perfectly competitive market.

(a) What is Pastry Shop X's total revenue if it employs four workers?

(b)For Pastry Shop Y, calculate the marginal revenue product (value of the marginal product) of the second
worker. Show义our work.

(c) If the market wage is $35, how many workers should Pastry Shop Z hire to maximize profits? Explain using
marginal analysis.

(d)W比ch pastry shop or shops exhibit diminishing marginal returns? 

(e) Suppose Penelope is an entrep尤neur who owns all three of the pastry shops and cur芘ntly employs three
workers at each shop (for a total of nine workers). If Penelope decides to hire a tenth worker, at which shop
should the tenth worker be hired to maximize the total profits from all three shops?

Begin your response to this question at the top of a new page in the separate Free Response booklet 
and fill in the appropriate circle at the top of each page to indicate the question nun1ber. 

七 GO ON TO THE NE灯PAGE.




