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Two: Write TRUE if the statement is correct and write FALSE if the statement is incorrect

(1 point each)

1) 1f the price of the commodity is above the equilibrium price, there will be a downward pressure

on the market price of that product.
2) Any disagreement on normative econ
3) 1If the income of the consumer increases the deman

Part Three: short answer and work out (7 point total)

Note: neatness and readable writing has its own value!!

omics can be solved by providing facts and figures.
d for inferior goods will increases

1) Define elasticity in economics and discuss the difference between point and arc price elasticity of

demand (2 point)
2) Suppose that the inverse demand and supply function for certain commodity

1
P =13 ==y and Q.= —10 + 2P respectively. Based on this information answer the

in the market is

following questions:

a) Find the equilibrium price and quantity and show the equilibrium point graphically (1
point)

b) When the market price is 6, calculate the
help of graph (1 point)

¢} Given the equilibrium price and equilibrium quantity,

above answer the following questions

amount of shortage or surplus and show with the

that you obtained in question ‘a

i) Calculate Price elasticity of demand (eh) (use point method) (1 point)
| v ii) Interpret the result of gl in question ¢ (1 point) and determine whether g5 ia
elastic, inelastic or unitary’ (1 point)
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L. Coexistence of I*IJf:fu and private sectors are the fearures of mixed economy

. Collective ownership of resource is a fearures of command economy

E. Band C

5) If the price elasticity of demand is elastic, then

A. Percentage change in quantity demand is less than percentage change in price

B. Consumers are less responsive to a price increase
C. It's value is less than |

D. There are likely a large number of substin

E. None

Prepared by Economics staffs

product available

December/2019



ﬂf’ﬂd will decreas,

in the price of a €

i1l increase the

& i, .

pnaa of a gOOd w

vement along
tin a mo

D. An increase i SUPFE

E. None 1', S

0 Whlchﬂfﬂm S




