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FINAL EXAM ECO 301 PROF. FIELDS
WRITE "T" (for true) OR "F" (for false) AFTER EACH (1)-(8):

(1) The SUBSTITUTION effect is NEGATIVE for a NORMAL good:
(2) The SUBSTITUTION effect is NEGATIVE for an INFERIOR good:

(3) Under perfect competition, in the 1long run, each firm
produces at maximum technical efficiency output level:

(4) Under monopolistic competition all firms will sell at
the socially optimal price in the long run

(5) If the demand for a product is very large it will
ALWAYS be elastic. . . . . . . . . . L i iliieiieieiaann

(6) Goods that are SUBSTITUTES have POSITIVE cross-price
elasticities between them........... ... ... ... L.

(7) Goods with NEGATIVE income elasticities are inferior...

(8) The marginal cost curve is the supply curve for the
Perfectly competitive firm....
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Questions (9)-(13) refer to this demand curve here:

(9) Write the equation for this 30
linear demand curve: P =

(10) At what Price will this person

demand a quantity of 6 ?.... P = $ . CQ
(11) What quantity will this person buy when P = $10 ? Q= 6o
(12) What is the elasticity of this demand curve when Price=$2772

(13) What is the elasticity of this demand curve when Quantity=407?
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use this information for (14)-(17):

Firm X doubles all its inputs and its output doubles;

Firm Y triples all its inputs and its output doubles;

Firm Z doubles all its inputs and its output triples.

(14) Which firm has FALLING long run AC ?
Which one has Constant long run AC ?

(15) Which firm has Increasing returns to scale ?
Which one has Decreasing returns to scale ?

(16) Which firm is most likely to survive in an
industry with many small firms 2

(17) Which firm is most likely to survive in an
industry with firms of all sizes 2
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Questions (18)-(27) refer to the graph for firm A at the bottom of
this page:
(18) Firm A has excess capacity at Q =

(19) AC is high at this output level because average
cost is high.

If firm A keeps increasing its output in the short run Average
Fixed costs would (20) and average variable costs would (21)
and total fixed costs would (22)

(23) If the price falls below $ , in the long run, firm
A will shut down.

(24) what kind of industry in Firm A in ?
(25) Firm A would maximize profits at P = $ and Q =

(26) Exactly how much profits is firm A making at the
price and quantity you answered for (25) 2 $

(27) What is the maximum technical efficiency output for this firm?
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(28) In a constant cost industry, the
long run industry supply curve has a slope.
As this industry expands, the
price of the product will
and the average cost of producing the product will
(29) In an increasing cost industry, the
long run industry supply curve has a slope.
As this industry expands, the price of the product will
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In what KIND of industry do we see:

(30) Firms that have a formal agreement
to restrict joint output 2
(31) Firms that are reluctant to change
their prices ?
(32) Many small firms with excess
capacity in the long run ?

(33) An explicit agreement to restrict output and raise prices?
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