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SECTION A (Total: 100 marks)

INSTRUCTION: Answer ALL questions.

Please use the answer booklet provided.

Question 1

(a) Consider the following events: scientists reveal that eating oats can rg

changes have on the equilibrium price and quantity of oat

(10 marks)

(b) The table below shows that there are 50 households pufehases and 15 sellers selling
fried chicken in the market.

Table 1: Quantity Demanded and Quekﬁty Suppligd of Fried Chicken
Price Quantity Demanded (Units) V&ua‘n?ity Supplied (Units)
(RM) Household rk Individual Market

Demand e Supply Supply
2.00 20 30
2.50 18 40
3.00 15 50
3.50 1 b5
4.00 10\ ) 60
4.50 7 X 68

ine the market demand and market supply of fried chicken.
(6 marks)
,@ a diagram for the market demand and market supply of fried chicken.
(5 marks)
What is the equilibrium price and quantity of fried chicken in market?
(2 marks)
Describe the situation at the price of RM2.00 and RM4.00. What will occur?

Please show using the same diagram at (ii).
(2 marks)
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Question 2

CONFIDENTIAL

(@) - The following table summarises the short-run relationship between a firm's total labour

input and its total output.

Table 2: Total Product, Marginal Product and Average Product of a Firm

Labour
Input

Total
Product

Marginal
Product

Average
Product

0
20
46
75
102
125
138 PN
140
136 i

OI~NDOAWN=|O

What are the firm’s Marginal Produc; Average Product for each labour

input? : \

(8 marks)

e firm experience increasing marginal

returns? Diminishing eturns? Negative marginal returns?

(3 marks)

Comparing ma cts,to average products, under what circumstances

will average produc ? Under what circumstances will the average product

(2 marks)

is curréntly producing 10 units. Its fixed costs are $100, and its variable

an output level of 10 units, what are the firm's current Total Cost, Average

ixed cost, Average Variable Cost and Average Total Cost?
(4 marks)

If the total cost of producing 11 units is $147, what is the marginal cost of the

eleventh unit?

(2 marks)
il Is the average total cost rising or falling? Explain.
(3 marks)
iv. Is the average variable cost rising or falling? Explain.
(3 marks)
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Question 3

(a) The diagram below shows the price, marginal cost and average cost curve of a firm.

Graph 1: Price, Marginal Cost and Average Cost of a Firm

1 MC ATC

Identify the type of magk tiucture the firm is operating in and justify your

answer,

(2 marks)

(3 marks)
iil. ount of profit or loss at the equilibrium point and state the type

(4 marks)
rmine the value of average variable cost (AVC) at the profit maximizing

evel'of output.

(1 mark)
( riefly explain FIVE (5) characteristics of pure competition market structure.
(10 marks)
(c) Explain why the demand curve in oligopoly is kinked.
(5 marks)
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Question 4

(a) Why is a monopolist a price maker?
(2 marks)
(b) How does price elasticity affect the price-quantity combination and segment of the
demand curve that the monopolist would prefer for price and output?

(4marks)
Graph 2: Price and Marginal Revenue for a Pure Monopolist Fi
$
(c)
What price shodl list charge to maximize revenue?

(2 marks)
i. ad inelastic portion of the demand curve? _
(3 marks)
(d) ures of monopolistic competition compared to pure competition
(6 marks)
(e) d illustrate the cost curves and demand conditions for a monopolistically

itive firm in both the short run and the long run. Label the axes, curves, and
ofits for both scenarios and explain the major differences between the two.
(8 marks)

END OF EXAMINATION PAPER
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