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Q1.
a) The following represent the demand and supply functions for DVD’s by John.

Demand: QD = 3550 — 266P
Supply: Qs = 1800 + 240P

Required

1) Determine equilibrium price (3 marks)

ii) Determine equilibrium quantities (3 marks)

i) Using indifferent curve analysis, demonstrate how a household’s equilibrium
point is attained. (4 marks)

b) Write brief notes on the following terms:

1) Scarcity and choice. (4 marks)

ii) Diminishing marginal utility. (4 marks)

iii) Price elasticity of demand. (4 marks)

iv) Income elasticity of demand. (4 marks)

v) Substitution and income effects of a price change. (4 marks)
§ 5

a) Discuss the characteristics of a perfectly competitive market (10 marks)

b) Explain the factors influencing the supply of a commodity (10 marks)
Q3.

a) Explain the advantages of a free economy (10 marks)

b) State the determinants of a shift in a demand curve (10 marks)



Q4.

(a)

(b)

Citing relevant examples, explain the exceptions to the law of diminishing marginal

utility (8 marks)

[llustrate and explain the three stages associated with the law of variable proportions.
(12 marks)



