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INTI INTERNATIONAL COLLEGE SUBANG
DIPLOMA IN BUSINESS PROGRAMME (DIB)
ECO 2103: PRINCIPLES OF MICROECONOMICS
FINAL EXAMINATION: JANUARY 2014 SESSION

Instructions: This paper consists of SIX (6) questions. Answer any FOUR (4) questions in the
answer booklet provided. All questions carry equal marks.

Question 1

(a) Table 1 shows the production possibilities schedule for a country M.

Table 1
Combination A B C D E
X (Million units) 0 1 2 3 4
Y (Million tons) 10 5 7 4 0

(1) Explain the term ‘production possibility curve’. Give TWO (2) assumptions used
to construct a production possibility curve.

(3 marks)
(i  Construct the production possibility curve.
(2 marks)
(iii) ~ What is ‘opportunity cost’? Why does opportunity cost exist?
' ' ‘ (2 marks)
(iv)  Calculate the opportunity cost of producing:
(A) 1 million units of X
(B) 3 million units of X
(C) 7 milliontons of Y
(D) 10 miliion tons of Y
(8 marks)
(b) Define and explain the FOUR (4) factors of production with appropriate examples.
{10 marks)

{Total: 25 marks)
Question 2 . _ _ -

" () . Describe the FOUR (4)-basic types of economic systems.

“(b) - Identify the benefits of centrally planned economies. . B A I LT RIL
(Total: 25 marks) '
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Question 3

(a) Table 2 shows the price level, quantity demand and quantity supply for a normal good.

Table 2
Price Quantity demanded | Quantity supplied
(RM/unit) (Units) (Units)

5 100 10

10 80 30

15 80 50
20 70 70
25 60 S0
30 50 110

(D) State the equilibrium price and quantity of the product.

(2 marks)
(i)  Calculate the total revenue at the equilibrium position.
_ (2 marks)
(iiiy ~ What happens if the price were at:
(A)  RMI0 per unit.
(B)  RM2S per unit.
{4 marks)

(iv) I demand increases by 30 units at each price level while supply remains constant,
determine the new equilibrium price and quantity of this normal good with aid of

a new table.
(3 marks)
(v) State and briefly explain any TWO (2) factors that may have caused the increase
in demand.
(2 marks)

(b)  Explain and apply the concept of Maximum Price and Minimum Price with appropriate
examples and diagrams.

(12 marks)
(Total: 25 marks)
Question 4
(a) Descnbe Prlce Elastlclty of Supply (ES)
Rr (3 marks)
- (b) Iilus‘arate the dlaoram for every responses of Przce E}asuczty of Supply (Es) :
ST o (IOmarks)
(e Iden‘tlfy FOUR (4) factors that affect Pr1ce Elastmlty of Supply (ES) -

_ (Tot_g.l 25 m_ar_ks)_.

(2 maz:ks)]
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Question 5

(a)  Table 3 shows the metal production pattern for Adam’s Metal Ltd.

Table 3
Labour I 2 3 4 5 6 7 3 9 10
TP 10 36 68 106 | 145 | 176 | 200 | 222 | 242 | 260
MP

) Define Total Product (TP) and Marginal Product (MP).

- (4 marks)

(i)  Fill up the empty spaces in Table 3 with showing one level of complete
calculation steps.

{6 marks)
(b)  Table 4 shows Hawa’s Spaghetti Ltd total output and total cost (all in RM).
Table 4
Average Average Average .
Q TgtaTlCC;OSt Total Cost | Fix Cost Variable%est (1;:1) 2:%1;1;2})
(ATO) (AFC) (AVC)
0 80
1 100
2 115
3 128
4 140
5 150
6 160
7 190
8 230
9 280
10 335
1) Fill up all the empty spaces in Table 4.
(10 marks)

(i)  Apply the concept of economies of scale and diseconomies of scale into Table 4
and identify the possibly spaghettis that Hawa will produced.

- (5 marks)

7 (Total: 25 marks)
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Question 6

The following two figures represent the firm and the market for a perfectly competitive industry.

R

803

5.5
£ 400

Bigure 1 Figure 2

End

S
7

708 Crantity 806G 916 1000 Cuanity

Lte

Figure 1 depicts the cost curves facing the individual firm and Figure 2 depicts the market supply
and demand curves for the perfectly competitive product. Assume that all the individual firms in
this market are identical and that they are initially operating in the short run.

(&)
(b)
()
(d)

©

®

mthe loncmn Why? _

_ 'If short run market price 1s at RM
: keep operatmcr in 1he mdustry‘? Why‘?

Explain any FOUR (4) characteristics of a perfect competition

(8 marks)
Identify the short run market price.

(2 marks)
Identify the quantity that each profit maximizing firm produces at short run market price. -

(2 marks)

Identify the economic profit earmmed by each profit maximizing firm with complete
calculation steps.
(4 marks)
Identify the total firms in this industry.
' (2 marks)
According to answer in Questlon 6 (c) 1dent1fy whether there w111 be entry to or exzt from

3 marks) o

N Should th1s perfecﬂy competztzvé ﬁrm shut down or SRRENS
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(h)  If long run market price is at RM3.50, should this perfectly competitive firm stay in the
industry or withdraw from the industry? Why?

(2 marks)

(Total: 25 marks)

-THE END-
<ECOZ2103/(F) JANI4/KKCAO701 14>



