
关注"PalmDrive Academy"公众号
获取最新资讯

添加"PalmDrive Academy"小助手
咨询课程详情
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MICROECONOMICS 
Section II 

Planning time—10 minutes 
Writing time—50 minutes 

 
Directions:  You have 50 minutes to answer all three of the following questions. It is suggested that you spend 
approximately half your time on the first question and divide the remaining time equally between the next two 
questions. In answering the questions, you should emphasize the line of reasoning that generated your results; it is 
not enough to list the results of your analysis. Include correctly labeled diagrams, if useful or required, in explaining 
your answers. A correctly labeled diagram must have all axes and curves clearly labeled and must show directional 
changes. Use a pen with black or dark blue ink. 
 
 1. Assume that corn is produced in a perfectly competitive market. Farmer Roy is a typical producer of corn. 

(a) Assume that Farmer Roy is making zero economic profit in the short run. Draw a correctly labeled side-by-
side graph for the corn market and for Farmer Roy and show each of the following. 

 (i) The equilibrium price and quantity for the corn market, labeled as PM1 and QM1, respectively 

 (ii) The equilibrium quantity for Farmer Roy, labeled as QF1  

(b) For Farmer Roy’s corn, is the demand perfectly elastic, perfectly inelastic, relatively elastic, relatively 
inelastic, or unit elastic? Explain. 

(c) Corn can be used as an input in the production of ethanol. The demand for ethanol has significantly 
increased.  

 (i) Show on your graph in part (a) the effect of the increase in demand for ethanol on the market price and 
quantity of corn in the short run, labeling the new equilibrium price and quantity as PM2 and QM2, 
respectively. 

 (ii) Show on your graph in part (a) the effect of the increase in demand for ethanol on Farmer Roy’s 
quantity of corn in the short run, labeling the quantity as QF2. 

 (iii) How does the average total cost for Farmer Roy at QF2 compare with PM2? 

(d) Corn is also used as an input in the production of cereal. What is the effect of the increased demand for 
ethanol on the equilibrium price and quantity in the cereal market in the short run? Explain. 
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 2. The John Lamb Company, a profit-maximizing firm producing widgets, is in a perfectly competitive widget 
market. Assume John Lamb employs a fixed number of employees and rents a machine for a variable number  
of hours from a perfectly competitive market.  

(a) Using correctly labeled side-by-side graphs of the factor market for machines and the John Lamb Company, 
show each of the following. 

 (i) The equilibrium rental price of machines in the factor market, labeled as PR 

 (ii) John Lamb’s equilibrium rental quantity of machines, labeled as QL 

(b) Assume that the popularity of widgets declines, decreasing the demand for widgets. What will happen to 
each of the following? 

 (i) Marginal product curve for machine-hours 

 (ii) Marginal revenue product curve for machine-hours. Explain. 

(c) John Lamb is employing the cost-minimizing combination of inputs. The marginal product of labor is  
28 widgets per worker hour and the wage rate is $14 per hour. The marginal product of the machine is  
60 widgets per machine-hour. What is the hourly rental price of a machine? 
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 3. The graph above shows the perfectly competitive market for hard candies in Country Alpha. In the graph the 
letters correspond to points, not areas. MPC denotes marginal private cost and MSB denotes marginal social 
benefit.  

(a) Using the labeling on the graph, identify the area representing each of the following at the market 
equilibrium. 

 (i) The consumer surplus  

 (ii) The producer surplus 

(b) Assume that the production of each unit of candy creates a negative externality equal to (p5-p2).  

Using the labeling on the graph, identify the socially optimal quantity. 

(c) Assume that the government imposes a per-unit tax of (p5-p2) to correct for the negative externality.  

Using the labeling on the graph, identify the area representing each of the following. 

 (i) The consumer surplus 

 (ii) The deadweight loss 

 
 
 
 

STOP 
 

END OF EXAM 
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Question 1 
 
10 points (4+1+4+1)                                                                                           

 

 

(a) 4 points: 
• One point is earned for a correctly labeled graph of the corn market (S, D, PM1, QM1). 
• One point is earned for the graph of the firm with a horizontal demand curve at PM1. 
• One point is earned for showing the profit-maximizing quantity, QF1, at MC = MR. 
• One point is earned for showing minimum ATC on the horizontal demand curve at QF1.   

  
(b) 1 point:  

• One point is earned for stating that the demand curve for Farmer Roy’s corn is perfectly elastic 
because Farmer Roy is a price taker or because he can sell all that he wants at the market price. 

 
(c) 4 points:  

• One point is earned for shifting the market demand curve to the right and showing PM2 and QM2.  
• One point is earned for shifting the firm’s demand curve upward to the level of PM2. 
• One point is earned for showing the profit-maximizing quantity, QF2, at MC = new MR.  
• One point is earned for stating that ATC at QF2 is lower than PM2. 

 
 (d)  1 point:  

• One point is earned for stating that the equilibrium quantity will decrease and the equilibrium 
price will increase, because the increase in the price of corn causes a decrease in the supply of 
cereal. 

 



Question 2 
 

5 points (2+2+1) 
 
 

 
 
 
(a) 2 points: 

• One point is earned for the correct side-by-side graphs with a horizontal machine supply curve 
for John Lamb (S, D, PR, SM). 

• One point is earned for showing the equilibrium rental quantity of machines, QL, at the 
intersection of MRP and the horizontal supply curve. 

 
(b) 2 points: 

• One point is earned for stating that there will be no change to the marginal product curve for 
machine-hours. 

• One point is earned for explaining that the MRP curve for machine-hours will decrease (shift to 
the left) because the decrease in demand decreases the price of widgets. 

 
(c) 1 point: 

• One point is earned for correctly calculating the rental price of a machine:  
  MPL/w = MPK/r = 28/14 = 60/r. Therefore, r = $30. 

        
 

 
 
 
 
 



Question 3 
 

5 points (2+1+2) 
 

(a) 2 points: 
• One point is earned for identifying the consumer surplus as P3JM. 
• One point is earned for identifying the producer surplus as P1P3M. 

 
(b) 1 point: 

• One point is earned for identifying the socially optimal quantity as q1. 
 
(c) 2 points: 

• One point is earned for identifying the consumer surplus as P5JK. 
• One point is earned for indicating that there is no deadweight loss. 
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MICROECONOMICS 
Section II 

Planning time—10 minutes 
Writing time—50 minutes 

 
Directions:  You have 50 minutes to answer all three of the following questions. It is suggested that you spend 
approximately half your time on the first question and divide the remaining time equally between the next two 
questions. In answering the questions, you should emphasize the line of reasoning that generated your results; it is 
not enough to list the results of your analysis. Include correctly labeled diagrams, if useful or required, in explaining 
your answers. A correctly labeled diagram must have all axes and curves clearly labeled and must show directional 
changes. Use a pen with black or dark blue ink. 
 

 

 1. The diagram above shows the cost and revenue curves for a bridge to a popular island. The marginal cost of 
crossing the bridge is zero and is indicated in the diagram as the horizontal axis. The price is the toll to cross  
the bridge, and the output is the number of autos that cross the bridge each day. 

(a) Assume that a private firm owns the bridge and maximizes profits. Based on the diagram, determine each  
of the following. 

 (i) Output 

 (ii) Price 

(b) Now assume that a municipality owns the bridge and sets the price to achieve allocative efficiency.  
Based on the diagram, determine each of the following. 

 (i) Output 

 (ii) Price 

(c) At a price of $1, is the municipality’s accounting profit positive, negative, or zero? Explain. 

(d) Suppose that the municipality sets a break-even price that generates revenues to just cover all economic 
costs.  

 (i) Based on the diagram, determine the break-even output. 

 (ii) At the output you determined in part (d)(i), is the demand relatively elastic, relatively inelastic,  
unit elastic, perfectly elastic, or perfectly inelastic? 
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(e) If a company begins to provide access to the island via commercial watercraft, what will happen to each  
of the following in the diagram? 

 (i) The demand curve for bridge crossings 

 (ii) The profit-maximizing output 

(f) Suppose the long-run average total cost is strictly downward sloping. Would it be efficient to build  
a second bridge? Explain. 

 
 
 
 

 

Number of Workers

Marginal Revenue  

Product per Day 

1 $450 

2 $500 

3 $450 

4 $400 

5 $300 

6 $100 

 
 2. The table above gives the short-run marginal revenue product of labor per day for a perfectly competitive firm. 

The firm is currently selling its product at the market price of $5. 

(a) Calculate the marginal (physical) product of the third worker. 

(b) Define the law of diminishing marginal returns and explain why it occurs. 

(c) Diminishing marginal returns first occur with the hiring of which worker for the firm? 

(d) What is the highest daily wage that the firm is willing to pay to hire the fifth worker? 

(e) What will happen to the demand for labor if the market price of the product increases? Explain. 
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 3. (a) The table below gives the quantity of good X demanded and supplied at various prices. 

 

 

Price (dollars) 

Quantity 
Demanded (units) 

Quantity 
Supplied (units) 

30 1 3 

20 3 3 

10 4 3 

 
 (i) Is the demand for good X relatively elastic, relatively inelastic, unit elastic, perfectly elastic, or 

perfectly inelastic when the price decreases from $30 to $20 ? Explain. 

 (ii) Is the supply of good X relatively elastic, relatively inelastic, unit elastic, perfectly elastic, or perfectly 
inelastic when the price decreases from $30 to $20 ? Explain. 

 (iii) If a per-unit tax is imposed on good X, how is the burden of the tax distributed between the buyers and 
sellers of good X? 

(b) Assume that the income elasticity of demand for good Y is –2. Using a correctly labeled graph of the market 
for good Y, show the effect of a significant increase in income on the equilibrium price of good Y in the 
short run. 

 
 
 
 
 
 
 

STOP 
 

END OF EXAM 
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Question 1 
 

10 points (2 + 2 + 1 + 2 + 2 + 1) 
 

(a) 2 points: 
• One point is earned for identifying the output as Q2. 
• One point is earned for identifying the price as $7. 
 

(b) 2 points:  
• One point is earned for identifying the output as Q4. 
• One point is earned for identifying the price as $0. 

 
(c) 1 point:  

• One point is earned for stating that the accounting profit is positive, because the firm earns zero 
economic profit. (Economic profit = Total revenue - Explicit costs - Implicit costs.) 

 
(d) 2 points:  

• One point is earned for identifying the break-even quantity as Q3. 
• One point is earned for stating that the demand at Q3 is relatively inelastic. 

 
(e)  2 points:  

• One point is earned for stating that the demand curve for bridge crossings will shift down or to the 
left. 

• One point is earned for stating that the profit-maximizing output will fall. 
 

(f) 1 point: 
• One point is earned for stating that building a second bridge would be inefficient and for 

explaining that, because there are economies of scale, building a second bridge would raise the 
average total cost. 

 
 



Question 2 
 

6 points (1 + 2 + 1 + 1 + 1) 
 
(a) 1 point: 

• One point is earned for calculating the marginal product of the third worker: $450/$5 per unit =     
90 units. 

 
(b)  2 points: 

• One point is earned for defining the law of diminishing returns: as more and more units of a 
variable input are added to a fixed input, the output increases at a decreasing rate. 

• One point is earned for the explanation that diminishing returns occur because of the overuse of 
the fixed input. 

 
(c) 1 point: 

• One point is earned for stating that diminishing marginal returns first occur with the hiring of the 
third worker. 

 
(d) 1 point: 

• One point is earned for stating $300. 
 
(e) 1 point: 

• One point is earned for stating that the demand for labor will increase because the increase in the 
product price raises the marginal revenue product of labor. 

        
 

 
 
 
 
 



Question 3 
 

5 points (3 + 2) 
 

(a) 3 points: 
• One point is earned for stating that the demand for good X is relatively elastic, because the 

elasticity coefficient > 1 OR because total revenue rises as price decreases from $30 to $20. 
• One point is earned for stating that supply is perfectly inelastic, because there is no change in the 

quantity supplied as the price changes OR because the supply elasticity is zero. 
• One point is earned for stating that all of the burden of a per-unit tax falls on sellers. 

 
 

 
 

 
(b) 2 points: 

• One point is earned for a correctly labeled graph of supply and demand. 
• One point is earned for showing a leftward shift of the demand curve and a decrease in the 

equilibrium price. 
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