Exam practice
1. [image: ]Complete the information below for a firm that sells pizzas.





2. [image: ]The following data refer to the monthly costs and revenues of Mintjens Curtains Ltd when operating at 300 units of output per month.





a) Explain why advertising costs are an example of fixed costs of production for Mintjens Curtains Ltd. 	(2)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
b) Calculate Mintjens Curtains Ltd's monthly total fixed costs of production. 	(2)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
c) Calculate Mintjens Curtains Ltd's total cost of producing 300 units per month. 	(2)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
d) Calculate the profit made by Mintjens Curtains Ltd if it sells all its output. 	(2)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

	Output (Units
	20
	30
	40
	50

	Total Costs ($)
	120
	150
	190
	230


3. The table below shows the total costs of a firm.


a) Calculate the total revenues at each level of output if the selling price is $5. 	(4)
________________________________________________________________________________________________________________________________________________________________
b) From the above calculations, identify the number of units that the firm should produce in order to maximise profits. 	(1)
________________________________________________________________________________________________________________________________________________________________
4. [bookmark: _GoBack]On Valentine's Day 2013, US Airways and American Airlines merged in a deal worth $11bn to create the largest airline on the planet, with 6700 daily flights and annual revenues of around $40 billion. Critics of the merger were concerned that with less competition, the US airline industry would have fewer incentives to keep prices at a competitive level. Others believed that the intensity of competition between Delta Air Lines and United Airlines would simply force American Airlines to offer better customer service for passengers.
a) Define the term 'sales revenue'. 	(2)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
b) Discuss whether the merger between American Airlines and US Airways would lead to lower costs and higher profits for the firm. 	(8)
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
image1.png
per week) revenue ($) | costs ($) costs ($) costs ($) | loss ($)
-4000
400 4000 8000
800 4000

1200 18000




image2.png
fem | Cost/Revenue($)

Price 50
Raw materials per unit 15
Advertising costs 200
Rent 3500

Salaries 3000




