Principles of Microeconomics
EC 110

SAMPLE EXANM 3
ANSWERS TO MULTIPLE CHOICE QUESTIONS ARE FOUND AT THE END OF
THE TEST.

NAME

STUDENT NUMBER
ROW NUMBER
SEAT NUMBER

1. Econotmists aszume that the goal of the firm iz to maxmize
A. total reveme
E. total proft
C. total costs
D. total zatisfaction

2. If a perfectly competitive firm produces 100 units of 3 2ood and has mergimal revenae of 53.00, what is the finm’s
total revenns?

A S5

B. 3100

C. 350

D. 3500

3. Econoenies of scale ooour when 3= qutput increazes. the
A. lomz-run average cost increases
E. long-run averase cost decreases
C. short-run sverage opst decreases
D lomz-run average cost stavs constant

4. Which of the following messuras of cost is best describad a: “the inrease in total cost that arzes fom an xira unit
of producton™

variable cost

averzze variable cost

avarage todal cost

margimal cost

=

QonM

5. Accounting profit
A, factors m mmplictt costs as well explicit costz
B. factors m just explicit costs
C. factors m just maplicit costs
D. factors in neither mplicit nor explicit costs



§. The textile industry iz composed of a large munber of small firms, In recent vears, thesa firm: have suffarad
aconomic losze: and meny zallers hanve loft the industy. Tharefore, these conditions will

A. shift the demand curve cutward so that price will rize to the level of production cost

B. cause the remaining firms to colhude so that they can produce more afficient]y

C. shifi the market supply left and the price of texiles will nise

D cawze firree in the teeotile mdustry to auffer lone nin econormic losses

7. An mmportant implicit cost of alimost every business i
A.  the cost of labor
B. the cost of utilities uzad in the manufactaring process
C. the opportunity cost of inancial capital that has: been imvasted in the busmess
D  the cost of raw materialz used to manufactore a product

2. Sprmg Hill Bodtling Company has average vanable coziz of 34 and average total costs of 310 when it produces
1,000 units of bottled water. The finm’s total fixed costs equal

A 32,000

B. 35,000

C. 34,000

D. $5,000

2. When a perfectly competitive finm makes 3 dacizion to skt doom, it 1= most heely that
marzmal cost 13 above average vanable cpst.

price iz balow the mminmm of averaze vanable cost.

fixed costs excead vaniable costs.

average fined costs are risime.
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10. If margmal reveme is equal to MC4, the profit-masamizing firm will produce what level of output?
A Oy
B. (2
C. Q3
D. Qu

11. Ifmargimal cost is positive, a firm's total cost is a5 Cufpul Increszss.
MTessing

decressing

Constarnt

negaine

0 b e



12. When a factory iz operating in the short ron,
A. total costs and variable costs are the same
E. averaze fimed costs rize as oufput incressss
C. it canmot adjust the quantity of fiwad mpats
D it canmot alter its vanable costs

13. Which of the follovang iz HOT a characteristic of a perfectly competitive markst?
Firms are price takars,

Firms have difficolty entering the market.

Thers ara many sallers in the markst

Goods offered for sale are largelv the sams.

O e

14. Which of the followins iz troe in long-ron aquilibrim under perfect competition?
A. Econotnic profit 1= zaro.
B. There iz no incentive for enry or exit of firms.
C. Long-nm averaze cost 1= mmimizad.
D. All of the above are true

15. Suppose that a perfecthy competitive markst = m a3 shont-ron eguilibmm with firme eamine positive SCOnOMIC
profit. What change iz most kel to ocoar in thiz market in the long run?

A, consumers will dacreaze their purchazes raducing demand and reducing prics

B. coztswill increasa, increasing the price of the produoct

C. new firmns will anter the market increasing output

D. exmsting finm: will moresze price due to the potentiz] for areater profits

16. Suppose a perfactly competitive firm i producms 50 unitz, and at thiz outpnat, itz averaze variable cost iz
mininvized at 33. If the markst price 1= 32, the finm should

A confmmne to operabe at an output of 50

E. mcrease putput beyvond 30

C. coniimue to produce, but decrease owiput to balow 50

D. zhnit down

17. Az pufput increaszes i the short nm, averase fixed costs:
A rmise

fz11

remmain constant

rize then fall az output moresses

SRl

18. Econctnic profit is eguoal to

total revermes minus mnplicit costs

total revemies puinus margmal cosis

total revermes minus exphicit and implicit costs
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