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QUESTION 1

(a) Discuss the determinants of price“elasticity of demand [10 marks]
(b)  Given the following consumer constrained maximization problem:
Maximize Us=xH y"
s.t. 4X +5Y=40
Use the lagrangian method to:
@) Find the utility maximizing levels of X and Y [12 marks]
(i)  Determine the maximum level of utility [3 marks]
QUESTION 2

(a) When average total cost is rising so is marginal cost, mathematically verify
this statement. [8 marks]

(b)  Using the concept of economies and diseconomies of scale, explain the shape
of the long-run average cost curve and the relationship between short-run and
long-run cost curves. [10 marks]

(c¢)  Discuss the characteristics of isoquants. [7 marks]

QUESTION 3-
(a) Discuss the criticisms that have been leveled against both the deductive
and inductive reasoning models [7 marks]
(b)  Compare and contrast the market economy and Socialist systems. [10
marks]
(©) Briefly discuss in the context of Swaziland the ‘economic problem’ [8
marks]
QUESTION 4
Write short notes on each of the following:

(a) Engel curves [6 marks]

(b)  Determinants of demand for a product [8 marks]

(c) Concept of cross price elasticity of demand [5 marks]

(d)  Microeconomics vs. Macroeconomics [6 marks]



UESTION S

. With an aid of diagrams and relevant economic terms, explain the three stages of
production experienced in the short run, and explain why the producer would like to
produce in stage and not in stages one and two.

[25 marks]



