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Question 2 
 
6 points (3 + 1 + 2) 

 

 
 
(a) 3 points: 

• One point is earned for a correctly labeled graph with a horizontal demand curve at the equilibrium 
price, PE. 

• One point is earned for showing the equilibrium quantity, QE, at MR = MC. 
• One point is earned for showing that ATC is below demand or MR at Q. 

  

 
(b)  1 point: 

• One point is earned for showing a leftward shift of the MC curve. 
 

 
 

(c) 2 points: 
• One point is earned for drawing a correctly labeled graph with a horizontal MFC1 curve at w1 and a 

downward-sloping MRP curve and showing QL1. 
• One point is earned for shifting the MFC curve up to w2 and showing the new equilibrium quantity 

of labor hired, QL2, which is smaller than QL1. 
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Question 2 

 
Overview 
 
This question tested students’ ability to draw and work with models of perfectly competitive product and 
factor markets. Part (a) asked students to draw the graph for a representative firm in a competitive 
product market. Part (b) tested for an understanding of how changes in factor prices affect marginal cost. 
Part (c) asked students to draw and manipulate the graph of labor demand and supply for a representative 
firm. 
 
Sample: 2A 
Score: 6 
 
The student answers all parts of the question correctly and so earned all 6 points.  
 
Sample: 2B 
Score: 4 
 
In part (a) the student lost 1 point for failing to identify the correct QE and 1 point for an incorrect shift of the 
marginal cost curve. 
 
Sample: 2C 
Score: 1 
 
The student earned 1 point in part (b) for a correct shift of the marginal cost curve.  
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