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Microlink Information Technology and Business College 

Department of Accounting and Finance, Management, 

Marketing and Hotel and tourism  

Final Exam for Introduction to Economics (Extension)  

Course code: ECON-1011                     

Academic Year: 2019/20          Total Marks: 40      Time allowed: 1:30        

Exam Date:    /06/2012 E.C        Semester: I         Program: Degree   Batch: 1
st
 year             

Full Name __________________________ ID. No. __________________     

Department _____________________ Section_______________________ 

Admission:    Regular   0     Extension   0       Add & Drop   0                         

General Instructions 

 Write your answers on the answer sheet provided 

 Write your specific department, section and admission properly 

 Be sure that your exam booklet contains Five parts 

 Read each instruction carefully 

 Mobile phone should be turned-off 

 Any type of cheating will invalidate your result 
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Part I: True of False Questions (10 Marks) 

Instruction: Write True if the statement is correct or False if the statement is 

incorrect on the answer sheet provided (1 Mark each) 

1. Consumption is the act of using goods and services 

2.  If a consumer always chooses X when Y is available, X is weakly preferred to Y 

3. Under the assumption of cardinal approach the marginal utility of money is constant. 

4. Average product of an input is the level of output that each unit of input produces, on the 

average. 

5. Digital markets are a set up where buyers can physically meet their sellers and purchase 

the desired merchandise from them in exchange of money. 

6. Legal restriction is source of pure monopoly. 

7. Perfectly Competitive Market is characterized by rivalry among the individual firms. 

8. If the AC is below the market price at equilibrium, the firm under Perfectly Competitive 

Market earns a positive profit 

9. Utility is concerned with consumer goods only 

10. Under the law of variable proportions technology is fixed. 

 

Part II: Matching Questions ( 5 Marks) 

Instruction: Match the Terms in Column A with a related meaning in column B 

and write the letter of the answer on the answer sheet provided (1 Mark each) 

 

Column A 

___ 1. Perfectly competitive market  

___ 2. Marginal approach rule  

___ 3. Explicit Cost  

___ 4. Stage III of Production  

___ 5. TC 

 

Column B 

A. Implicit cost  

B. AVC 

C. A rational producer won’t choose 

D. Many buyer and seller 

E. TVC+ TFC  

F. MR=MC 

G. Out of the pocket cost  
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Part III: Multiple Choice Questions (15 Marks) 

Instruction: Choose the correct answer and write the letter of the correct answer 

on the answer sheet provided (1 Mark each) 

______ 1, The structure or characteristics of a market takes in to account many factors except one 

of the following.  

A. Producer’s behavior 

B. Barriers to enter & exit firms 

C. Flow of information 

D. Number of sellers & buyers in the market                      

      ______ 2, Suppose the short - run total cost of producing a commodity is given by the equation:  

TC = 30,000 + 15Q
2
 + 5Q, what will be the Total Cost if the firm doesn’t produce? 

 A. 15,000                B. 30,020              C. 30, 000          D.31,1550 

______ 3, In a competitive market if MR >MC, the firm can increase its profit by   

A. Decreasing price of output 

B. Increasing  output 

C. Increasing price of output 

D. Reducing output   

______ 4, The demand curve that faces a competitive firm is  

A. A down ward sloping 

B. Vertical at the market price 

C.  More inelastic 

D. Horizontal at the market price    

______ 5. Which of the following is preferable as a rational consumer, When?  

A. TU is increasing, MU is positive 

B. TU is maximized, MU is zero 

C. TU is decreasing, MU is negative 

D. All 

______ 6. A consumer is in equilibrium and MU of commodity-X is 45 and price of commodity-

X is 9. (Assuming marginal utility of money for the consumer is constant in equilibrium.) the 

marginal utility of money is  

A. 5 

B. 6 

C. 7 

D. 8 

Answer question 7-9 from the table below  

Given: Money income is birr 7, Banana Price is 1 birr, Bread price is 4 birr                                                                           

Q – Banana 0 1 2 3 4 5 6 

TU-Banana 0 6 11 14 16 16 14 

TU- Bread 0 12 20 26 29 31 32 



4 

 

______ 7. What is the quantity of Banana and Bread consumed at equilibrium? 

A. Three bread and one banana 

B. Three banana and bread 

C. One banana and bread  

D. Three banana and one bread 

______ 8. What is the Total utility consumed at equilibrium? 

A. 26 

B. 36 

C. 46 

D. 56 

______ 9. How much utility does one birr give to the consumer when S/he consume 6 bread? 

A.  3 

B. 2  

C. 0.5  

D. 0.25 

______ 10. Which of the following isn’t a characteristic of an indifference curve? 

A. concave to origin  

B. have negative slope 

C. downward sloping to the right 

D. never intersect  

______ 11. Which of the following is true about the relationship between MPL and APL? 

A. When APL is increasing, MPL > APL 

B. When APL is at its maximum, MPL = APL 

C. When APL is decreasing, MPL < APL 

D. When APL is at its Minimum, MPL = APL 

______ 12. Which of the following is true about the stages of short run production period? 

A. Stage I is an efficient region of production 

B. In stage II fixed input is under-utilized 

C. Stage II of production is termed as the stage of diminishing marginal returns 

D. All 

______ 13. Which of the following must be fulfilled for a Perfectly Competitive Market firm 

maximizes its short-run total profits? 

A. MR = MC  

B. MC is rising  

C. slope of MC is > zero 

D. All 

______ 14. Interdependence is the unique characteristics of ___. 

A. Oligopoly  

B. Monopoly  

C. Monopolistic competitive  

D. Perfectly competitive  

______ 15. Which of the following is a common assumption of ordinal and cardinal approach? 

A. Rational consumer  

B. Utility is cardinal measurable  

C. Utility id ordinal measure  

D. Constant marginal utility if money 
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Part IV: Fill in the blank space (5 Marks) 

1, The sum total of fixed cost & variable cost, corresponding to a given level of output________ 

2, The costs of self- owned or self -employed or self –supplied resources example rent of own 

land interest on own capital, etc. ________ 

3, These costs are the sum total of expenditure incurred by the producer on purchase or hiring of 

fixed factor of production example rent of building, wages of the manager etc. ________ 

4, It is the total cost per unit of output________ 

5, It is an additional cost owing to the production of additional unit of output. ________ 

Part V: Work out Questions (5 Marks) 

Instruction: Show the necessary formulas and calculations  
1, Suppose the short run cost function of a firm is given by: TC=2Q3 –2Q2 + Q + 10. 

A. Derive the expressions of AFC(1Mark) 

B. Derive the expressions of AVC1Mark) 

C. Derive the expressions of AC 1Mark) 

D. Find the levels of output that minimize MC(1Mark) 

E. Find the levels of output that minimize 1Mark) 
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Answer Sheet 

Name____________________________Dept________ ID No______________ Section____ 

Admission:    Regular   0     Extension   0       Add & Drop   0 

I. True/False 

Questions 

II. Matching 

Questions 

III. Multiple choice Questions 

No Answer No Answer No Answer No Answer 

1  1  1  11  

2  2  2  12  

3  3  3  13  

4  4  4  14  

5  5  5  15  

6   6   

7  7  

8  8  

9  9  

10  10  

IV. Fill in the blank space  

1  

2  

3  

4  

5  

Part V: The work out part should be answered on the space provided below. 

 

 

 


