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Insrraeriony

Answer auy FOUR () guestions.
Well aroned and ilfustrared answers wil earn more marks.

{huestion One,

&) Suppose thal 3 consmmer 18 consuming [0 units of a discrete good and the price
ncrarses frony shs 500 fo shs 690 per unik. Powever, abfler the price charge, the
constmer continues o consume 10 units of the discrete gocd. What 1= the loss in
the consumer’s surplus from this price charge?

b} What ix the efftet of o subsidy in a market with

i} A horzontal supply curve?
1) A vertical suppdy cirve? Who amoang the produecess and suppliers gaimns and
1 v
Wl

uestioig 'wo

ik Assuming (kat the demand [or aparimenis [or rental were o perléctiv
competitive nurket and the fizst 25 potential tenants were cach willing 1o pay §
St per month, while the 26® tenam was willing to pay $ 200 per month. iXraw a
granh that shows how the demand for npariments woald Took like and explain
why the demand curve takes that shape.

B What i fhe marginad mte of substizuizon of shs TOO0F - noles Jor shs 500G

e
Uuestion Three.
a)  Defing price leadership and how 1l arisss.
by Diefine price discrzmnation and how @ is classificd. §s 1 correct to iafer thatl pnee
discamination is slways disadvantageous to consumers”
Caestion ooy,
4} Suppose a N is maximizing profits in the short run with vanabic factor X1 and

fxed fuctor X2, IMhe price of X2 comes down, what Bsopens o the fionys use of
%1 What happens ta The fimn’ s level of profas?



by Buppiesr thist a cost —minimrsing finn usesteo inpas thateoe perfoet substitune.

H the et inpats ane equally priced, whal do factor demanos iicing

the ferma Iook

hke?
hiestinn Five

a) What s the difference hebween o poce ¢ller curmve and the meome ofter curve?
What 75 dhe useiciness of cach of these “olfer curves™ inumnderstanding the theory
of the consumer belwavios?

by What would be the ipcome cifccl i the consumes placnases two Conmodities
which are perfect substiates but the price of one commadity iftreases while ihe

price of the other remains constant?
Clueston Six

al Thow comse thal o producer o a perlectly competiive mdwstry 18 perccivod 1o be
produing ot zeto arolits? Whal are the assumptins and their inpwortence firihi
Ty b Erowete

B How fur true 1 the assertion thal there 15 inlense competition and big co-operation
between fitms i an oligopolistic industey™

Question Seven

I
.
L FES

al Dehne she techmical mte of substiiution and srve the properties of
concepl How s das concepl useinl o the prodauer?
by b a produchon process, 15 # possible o have decreasang margid poadise

of an Inpul ver Increasing refurns Lo scafe? Tow!
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