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THE OPEN UNIVERSITY OF SRI LANKA A
ADVANCED CERTIFICATE IN ENTREPRENEURSHIP & SMALL
BUSINESS MANAGEMENT PROGRAMME

LEVEL 02- FINAL EXAMINATION —-2019/2020

MCC1103/MSC2308 - INTRODUCTION TO ECONOMICS

DURATION - TWO (02) HOURS
Date: 22.02.2020 Time: 1.30 p.m. — 3.30p.m.
Instructions.

Answer any four (04) questions.
All questions carry equal marks (25 marks each).

Ouestion No.01

A) “Different countries employee different economic systems to solve their basic economic
problems” Elaborate with examples. (13 Marks)

B) “The model, Production Possibility Curve (PPC) is very useful in understanding some
important economic concepts.”
i. What are the assumptions used in developing the PPC model? Explain.
ii. How could the following concepts be explained using PPP analysis? Explain using
illustrations.
a. Increasing opportunity cost.
b. Economic Growth.
¢. Technological advancement in one sector of the economy.

(12 Marks)

Question No.(02.

A) i. What are the determinants of demand for a good? Explain.

ii. What s meant by “Effective Demand”? Explain,

ii1. Using illustration differentiate between” Movement along the Demand Curve” and
“Movement of the Demand Curve” (12 Marks)

) i. What are the determinants of supply of a good?
ii. Differentiate between “Individual Supply” and “Market Supply”.
iii. Using illustrations explain how the under mentioned situations influence the supply of a good.
a. Change in the price of the own good.
b. Change in the factors that influence the supply except the price of the own good.
(13 Marks)
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Question No.03

A)i. How is the equilibrium position determined in a free market? Explain using illustrations.
ii. In a free market what will happen if the price of the good is;
a. below the equilibrium price.
b. above the equilibrium price.
Explain using illustrations. (09 Marks)

B) Using illustrations explain the impact of following given changes on the respective markets.

i. Steps have been taken to cultivate barren paddy fields, market for rice.

ii. Price of petrol has gone up, market for diesel vehicles.

iii. Price of materials needed to produce furniture has gone up, market for furniture.

iv. People expect the price of laptop computers to come down in the future, current market for
laptop computers. (16 Marks)

Question No.04

A) 1. What is meant by “Market Structures™? Explain

ti. What are the characteristics of Perfectly Competitive markets? Explain.

iii “ Firms operate in a Perfectly Competitive industry can determine the price of the good they
Produce” Do you agree? Explain using illustrations. (13 Marks)

B) “Perfectly Competitive and Monopolistic markets are very common in the real world” Do you
agree? Ixplain (12 Marks)

Question No. 05.

A) i. Using examples differentiate between “Monopolistically Competitive “and “Oligopoly”
Markets,

ii. You are planning to start a restaurant in your town. What is the type of market you will have
to operate? Is it possible for you to determine the price of your goods? Explain. (15 Marks)

B) What is the nature of rice market in Sri Lanka? Justify your answer. (10 Marks)
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