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Section B
Answer any three questions.

2. Sometimes in an industry a firm buys a smaller co

. . mpetitor which uses similar factors of
production. At other times a firm buys another fir

e Nt b oL m which supplies it with the raw materials
a) Explain what is meant by the factors of production. (4]
b) Discuss the reasons why some firms remain small. [6]
c) Identify the types of integration in the two situations described above. (3]
d) Discuss whether such integration is always beneficial. (7]

3. Production involves the use of the four factors of

production. The use of these resources
involves an opportunity cost.

a) Describe why the four factors of production are con

sidered scarce and how the concept
of scarcity links to factor of production.

(6]
b) Using a production possibility curve. explain what is meant by opportunity cost. [6]
c) Discuss whether more factors of production should be used to build houses. (8]
4. The central bank and stock exchanges can perform important roles in economies.
a) What is meant when it is stated that money performs the functions of (i) a medium of
exchange and (ii) a store of value? (4]
b) Explain the role a central bank can play in an economy (6]
¢) Discuss how important a stock exchange can be in encouraging firms to expand (10}
5.
a) Explain the difference between an equilibrium price and a disequitibrium price 4]
b) Many more people travel by airplane today than ten years ago With the hM_D of a
demand and supply diagram, explain what might have happened in the market for air e
travel to cause this increase v

€} Define price elasticity of demand and suggest why different goods have different price

g i
Slasticities.
d) Discuss whether knowledge of price elasticity of demand i of use to a company selling
8) Discuss -
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