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PART A   : SHORT ANSWER QUESTIONS (60 MARKS) 
INSTRUCTION(S) : Answer all FOUR (4) questions. Write your answers in the Answer   
  Booklet(s) provided.  

 

 

Question 1 

 

a) Explain how the "invisible hand" makes sure that markets reach equilibrium more quickly than they 

would if the government sets prices for goods. 

                                                                                                                                                                           (6 marks) 

b) Discuss why some firms may suffer diseconomies of scale. 

                                                                                                                                                                           (4 marks) 

                                                                                                                                              [Total: 10 marks]      

Question 2 

 
Describe why a monopolist must lower its quantity relative to a competitive market to maximize its prof-
its. 
                                                                                                                                                                       (10 marks) 
 
Question 3 
 
The following table gives information on the aggregate demand (AD) and aggregate supply (AS) of an 
economy. 
 
 

Price levels AD (RM billion) AS (RM billion) 

140 50 250 

130 100 200 

120 150 150 

110 200 100 

100 250 50 

 
 
a. Draw the AD curve and AS curve on the graph paper. 
                                                                                                                                                                           (6 marks) 
b. Determine the equilibrium price level and real output /real GDP for this economy. 
                                                                                                                                                                           (2 marks) 
c. Examine the possibility for the economy to reach the equilibrium at RM110. 
                                                                                                                                                                           (2 marks) 
d. Suppose buyer are willing to buy additional real output worth RM 100 billion at each price level. Illus-
trate these changes in AD on the graph in (a). 
                                                                                                                                                                           (4 marks) 
e. Determine the new equilibrium price is ________and output is ___________. 
                                                                                                                                                                           (2 marks) 
f. Explain any TWO (2) factors that influence the changes in AD. 
                                                                                                                                                                           (4 marks) 
 
                                                                                                                                                             [Total: 20 marks]      
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Question 4   
 
Differentiate the following: 
 
a) Micro economics and Macroeconomics                                                                                                (4 marks) 
                                                                                                                                                               
b) Total cost and Total fixed cost                                                                                                                 (4 marks) 
                                                                                                                                                                            
c) Short run production function and Long run production function                                                   (4 marks) 
 
d) Perfect competition and Monopolistic competition                                                                           (4 marks) 
                                                                                                                                                                                                                                               
e) Socialist economy and Mixed economy                                                                                                (4 marks) 
 
                                                                                                                                                                                                                                                                                                                                      
                                                                                                                                                             [Total: 20 marks]     
 

END OF PART A 
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PART B   : ESSAY QUESTIONS (40 MARKS) 
INSTRUCTION(S) : Answer all TWO (2) questions. Write your answers in the Answer   
  Booklet(s) provided.  

 

Question 1 

 

a) Discuss any FIVE (5) factors affecting demand. 

                                                                                                                                                          (10 marks) 

b)  Explain the elasticity concept and the three types of elasticity. 

                                                                                                                                                          (10 marks) 

                                                                                                                                                             [Total: 20 marks]      

 

 

Question 2 

 

a) Discuss why the demand curve in an oligopoly is kinked. Illustrate with a diagram. 

                                                                                                                                                          (10 marks) 

b) Compare and contrast the fiscal policy and monetary policy. 

                                                                                                                                                          (10 marks) 

                                                                                                                                                     [Total: 20 marks]      

 

      
                                               

                                                                       END OF EXAM PAPER 

 


