
www.amal-aub.org



www.amal-aub.org



www.amal-aub.org



Note: If you have been unable to calculate P ~ a n d  PL in part b, assume fiom this 
point on in the problem that PK = 1 and PL = 5.5. This comb.ination of input prices 

. is not the right ans~er.'It should only be used to get answersS(and partial credit) 
. . for the par& which . follokif . Y~JU hayenot b y  . able . to calculate values for PK &d 

. . . . . .  PL.in part b;) ' ;. : . . . . . . . . .  . . . . . .  . . I : .  4 
d) ' B is the least cost cornbigation for producing nine widgets. Note that the nine- 

widget isoquant is not draym in the diagram. Neither is the isocost line passing 
through point B. 

i) How much does input combination B cost? 

6.4 = 21 Pq -+ - -- - 

: I % ~ ' L  + [ % $  =/H ZdL . . . 
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For a perfectly competitive finn 

;zE 
C) P =AV$ - 

.. .. d), P.=ME@. . . .. 
. . .. . . . . : . ' . .. . . . . . . . . 

If a monopolist is producing in the range where the elasticity of demand is less 

'$an increase his by producing less 
b) is aIready maximizing his profit 

--*-p%v& 
d) can increase his profit by producing more 

If a monopoly is to persist in the long run, 
@ there must be barriers which prevent othei firms fiom entering the 

industry 
b) its marginal revenue curve must be positive over the entire range of 

production represented by the average cost curve 
c) its average cost must decline indefinitely 
d) the demand for its product must be relatively inelastic I 

- .  
. . . . 

?men a monopolist experiences cost differences in serving different 'groups of 
' . 

buyers, then 
a) price discrimination is inevitable 

. - 
b) rice discrimination is easier 

- 

c) price differewes are evidence of price discrimination 
(bS price differences which reflect cost differences are not considered to 
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Currently, a firm's revenues &e Iess than its fixed costs. This fhn  shouId 
a) increase its production 
b) decrease its production 
c& ihut down 

none o M e  above can be determined 
. . .  . . . . . . .  . . . . . . . . .  . . . . . , . . 

If.(MPvlPl/lviPn) =.2 and (Pr/PK) = 5, thed thi firm shbdd use ' 

@ relatively more capital and less labor . 

a b) relatively more labor,and iess capital 
c) more capital and more labor 
d) less capital and Iess labor 

Long run- average costs will eventually increase because of 
a) diminishing retumS 

an increase in input prices 
planning and coordination problems 
specialization 

Complete the following statement: " An isoquant shows the different 
combinations of. .." 

a) outputs produced'by'~giveh level of inputs . 

b) inputs capable of prciducing increasing levels of &ut . * . 0 inputs which can bcustid to produce a gived level bf output 
d) output bvhich'can be produced by using different capitaI to labor ratios 

. . _ ,, 

As a firm moves along an isoquqt from ieft to igbt, the ratio M P M K  
a) increases. 

decreases 
c remains the same e 
d) the answer c,annot be determined fidm the information given 

.< I' . 
Suppose that a fm h& a target level of spending..When it increases this target 
level, its isocost Iirie will move . 

a) away fiorn the origin and become steeper 
@ away fiom the origin with no change in slope 
c). to~vard the, origin and become steeper 
d) toward the origin an8 become flatter 

-- 
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gect competition in that fums have horizontal demand curves 

P 

2% d i i n t i a t t d  products 

w e s  
price 

i& zero economic profit in the long run 

E 
n monopolistic competition is characterized by 

,duction where marginal revenue equals m a r 6 1  cost 
~duction at more than the minimum average cost 
of the above 

www.amal-aub.org


