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INSTRUCTIONS
1.WRITE your names on this question paper
2.Do not open this question papers until you are told to do so
3.This paper consist of two section: section A and B 
       -  Section A: attempt all questions            (55 MARKS) 
       -Section B: Attempt any three questions     ( 45 MARKS)    
4.Explainations and relevant examples where necessary 
5.Use only a blue or a black pen

SECTION A: ALL QUESTIONS ARE COMPULSORY/55MARKS
 Q1. Circle the letter that corresponds to the best answer
 I. The fundamental economic problem that feces all societies is:
A) Unemployment 
B) Inflation
C)Scarcity 
D)Government regulation
II.In a command economy, who primarily decides what goods and services will be produced?
A. Individual consumers
B. Private business owners 
C. The government or a central authority
D. Customs and ancestors 
III. Which of the following is the most accurate definition of economics
A. The study of how to make as much as possible the stock market 
B. The study of how society manages its scarce resources to satisfy unlimited wants 
C. The study of government programs and tax collection 
D. The study of how to eliminate scarcity entirely
IV. Which of the following is an example of microeconomics concern?   
A. The effect of a price increases on the sales of a specific brand of shoes 
B. The national unemployment rate of a country 
C. The impact of national wide inflation on consumers purchasing power   
V. Economics is classified as a social science because it:
A. Uses Mathematical questions to find exact truths
B. Only deals with the behaviors of an individuals 
C. Applies scientific methods to study how humans interact and make choices
D.Is less rigorous that hard sciences like physics and chemistry.
VI. By solving the following equation Qd=400-40p and QS=40+20p equilibrium quantity is:
A) 16
B) 120
C) 6
D) 160
VII. By solving this linear equation :5x-2(2x-3)=7
A. x=4
B. .x=2
c. x=3
d. x=1
VIII If a 10%increases in the price of a product leads to 20% decreases in the quantity demanded, the price elasticity of demand is:
A. Inelastic
B. Unit elastic
C. Elastic
D. Perfectly inelastic 

IX. Each of the following may lead to change in the demand for product A except:
A.A Change in the price of product A
B.  A change in people’s incomes
C.A change in people’s taste and preference for product A
D.A change in the price of product B (a substitute for product a) 
X. If a service is free, you will consume more and more of it until:
A) Your marginal utility is zero
B) You our total utility is zero
C) Both your marginal and total utility are zero
D) Neither your marginal nor your total utility is zero
Q2. Fill in blank space with the best economic term
i.  The law of demand states that, ceteris paribus, as the price of good rises, the quantity demanded …………………and vici versa
ii. In contrast, for … ………. Goods demand falls as consumer income rises
iii. When PED=0, the demand curve is a vertical line, meaning demand is perfectly … ……….
iv. The statement “the unemployment rate is 5% is an example of …………. economics
V.IF THE government imposes a new tax on the production, the cost of production rises and supply … …………
vi. The point where quantity demanded equals the quantity supplied is knowns as the …… ……………. point
vii. If the market price is set above the equilibrium price, a … ………………. occurs
viii. Imagine a country that can produce only two things: coconuts and fish
·  Point A:50 coconuts and 0 fish
· point B:40 coconuts and 10 fish
· point C:20 Coconuts and 20 fish
Questions
a. If the country moves from point A to point B, the opportunity cost of producing those 10 fish is … ……….
b. If the country is currently producing at a point inside the curve (eg:10 coconuts and 5fish), this indicate that resources are being - ------------ or used ………….
c. A point outside the curve is currently … …………. Due to the concept of… ………….
ix. Complete the following table
	 When Cross elasticity of demand is:
	Types of goods

	Zero
	…………………………..

	Positive
	………………………….

	Negative
	………………………….



Q3 Match the following terms and their meaning 
	terms
	Meaning 

	a)  Private goods
	1.Those are goods which are harmful and dangerous to the society 

	b) Merits goods 
	2.Those are goods which are owned and enjoyed collectively

	c)  Public goods
	3.These are goods which can be used as alternative

	d)  Substitute goods 
	4.The are goods that are owned and enjoyed collectively

	d)   Economic bad
	5.These are goods which are essential to the society 


Q4. Answer by TRUE OR FALSE
I. In the market the demand and supply are represented by the following functions Qs=110+12P and Qd=92-18p
a. The equilibrium price is 13.
b The Equilibrium quantity is 146 
II. Luxury goods typically have a higher price elasticity of demand than necessities. 
iii. If the price elasticity of supply is greater than 1, the supply is considered inelastic. 
iv. Goods that are easy to store usually have a more elastic supply than perishable goods.
SECTION B: ATTEMPT ONLY ANY THREE QUESTIONS/45marks
Q1. A) When the price of a luxury watch is $2,000, the quantity demanded is 100 units. When the price rises to $2,200, the quantity demanded drops to 80 units. Calculate the Price Elasticity of Demand (PED). /5Marks

B) An individual’s monthly income increases from $3,000 to $3,600. Consequently, their demand for generic "store-brand" cereal falls from 10 boxes to 8 boxes. Calculate the YED and identify the type of good. /5Marks
C)The price of hot dog buns increases by 15%. As a result, the quantity demanded for hot dogs (the meat) falls by 30%. Calculate the XED and determine the relationship between the goods. /5Marks
Q2. A) The price of Coffee rises significantly. Explain, using demand theory, what happens to the demand for Tea. /5Marks
      B) If the price of printers decreases by 30%, what is the likely impact on the market for printer ink cartridges? /5Marks
     C) Why does the demand curve typically slope downward? /5Marks
Q3. Discuss the major economic questions that an entrepreneur has to answer as he or she prepares to engage in production. /15Marks
 Q4. The price of commodity X remain constant at 700 rwf per kilogram but the quantity supplied of it in the market reduced by 40 %. Explain the factors that have caused this decline in supply./15Marks

                                            Be blessed 
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