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(Total: 100 marks)

Explain the differences between each of the

a. Individua! demand and market

b2

b.: Production function and isoquant.
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foftowing terms:
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c. Price elasticity of demand and cross price elasticity of demand.
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A a

d allocates his lunch budget between two goods; pizza and hamburger.

llustrate Ahmed’s optimal bundle on a graph with pizza on the horizontal axis.
Explain your answer.

b. Suppose now that pizza is taxed, causing the price to increase by 20 percent.
Hlustrate Ahmed’s new optimal bundle and explain your answer.
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The following table contains information for a price taking competitive firm.
Output Total | Marginal Fixed Average Total Average | Marginal
(Q) Cost Cost Cost Cost Revenue | Revenue Revenug{
(TC) (MC) (FC) (AC) (TR) (AR) (Mﬁ[%

0 5 - - 0 - AQ-«‘

1 7 10 (}V

2 11 20

3 17 30

4 27 40

5 R 50

6 |Ax61 60
Note:_f‘léase re-write the above table into your answer sheet.
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8
a.  Fillin the blanks in the table, o
®
b. Determine the profit maximizing level of output (round your answer to the nearest

whole number). Please explain your answer.

Q

's) :
Suppose_ &'fe are 1,000 burger stalls operating in Kuala Lumpur. Each stall ha@he
usual pi&haped average total cost (ATC) curve. The market demand curve for,lgdﬁ’rgers
slo%&}iownward, and the market for burgers is in long-run competitive equilib& .
\Y,

(\b\
‘a\.' Draw the current equilibrium, using graphs for the entire market and for individual
burger stall. Explain your answer.

LY

b.  The city decides to restrict the number of burger stall licenses, reducing the
number of stalls to only 800. What effect will this action have on the market and on an
individuat stall that is still operating? Draw graphs to illustrate your answer.

Use an appropriate diagram to explain w\ﬁy would a firm that incurs losses in the short-
run choose to produce rather than shut down? Q*\

C

a. - Explain TWO (2) differences in characteristics of monopoly and monopolistically
competitive markets.

b. Suppose all firms in a monopolistically competitive industry were meréed into one
large firm. Would that new firm produce as many different brands? Would it produce
only a single brand? Explain.
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a. Draw the demand, marginal revenue, and marginal«g@st curve for a monopolist. ;
Show the profit-maximizing level of output. Show the proﬁt-}ﬁaximizing price. (Jf

5
b. In your diagram from part (a), show the level of output that maximizes, thtal
surplus (i.e. consumer surplus and producer surplus). Show the deadweight I?.E}\rom
the monopoly. E)Eéﬂam your answer. /\5\
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[Total: 100 marks]
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