W
o
)
o
5
)

scarcity and opportunity cost. What role do these two concepts play in the

J

aj i

comptuter support service
QP = 3,000 - 10P
()8 = -1,000 + 10P

v tee, m

[02 Marks]
iii. Suppose new suppliers enter the market due to the increase in demand and so the
new supply curve is Q8 = -500 + 10 P. What are the new equilibrium price and

[02 Marks]
iv. Plot the original supply and demand curves and show the changes mentioned in
Partii and iii on the graph.

[02 Marks]
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or X, derive a demand schedule (price~

quantity-demanded table) for X.

[02 Marks]

iv. Using the utility-maximization rule as your point of reference, explain the income

and substitution effects of a decrease in the price of product X, with no change in
the price of product Y,

[04 Marks]

Q3 a) Define the law of diminishing returns. Why is this law considered as a short-run
phenomenon?
[02 Marks]
b) A firm has the following short-run production function:

O = 50L + 612 - 0.5L3
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