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Question 1
A. Price elasticity of demand = %change in quantity demanded
                                                                   % change in price
                % Change in quantity demanded = 200-100 *100 = 100%
                                                                                100
                  %change in price =      7-9   *100 = -28.57%
                                                          7   
              PED = -3.5
B. The peanut growers would be advised to decrease their price since consumers demand more with a little decrease in price hence they will be able to sell more to the consumers and increase their revenue in the long run.
Question 2
It is a curve which shows the maximum combination of different sets of two commodities which can be produced with the given resources and technology which are entirely and efficiently exploited. Economist represents the production possibility frontier as a curve to the origin of the access(X and Y) since it is impossible to produce more of one good without reducing the production of the other good when its economy is operating efficiently. They do so to represent increasing opportunity cost of good X for instance with increased output of good Y sine resources are not equally available in the production of both goods. 
               Another reason is the diminishing marginal product as an economy will produce more of good X     or Y at the start, but with increased production of good X, there is a loss of good Y being generated. 
Question 4 
A) Causes of a shift in the supply curve
i. Increased production cost- an increase in input prices causes fewer profits to the producer's and suppliers making the supply curve to shift to the left 
ii. The number of suppliers in the market- when more suppliers enter the market supply is increased and hence shifts to the right 
iii. Natural factors- they include disasters and climate conditions. Bad weather, for instance, reduces supply making a shift to the left 
iv. Technology – it increases productivity making production more profitable hence supply curve shifts to the right. Technology only affects supply shift to the right as in the absence of new technology the producers will use the available old technology.
v. Sellers future expectation- for instance when future expectations on prices to increase producers will hold back their production, and this will cause a shift to the left by reducing the current supply in anticipation of the future price increases.
B) Causes of movement along the supply curve
An increase in the price of the commodity with the other factors held constant will attract more consumers to produce more and suppliers to supply more as they aim at the increased prices to make more profits. This causes an upward movement along the curve.
Question 7.
i) C- $18.00 And 750 units. At equilibrium market, the quantity supplied is equal to the quantity demand(Qs=Qd) 
ii) A- Diminishing marginal utility. Because the first unit of consumption yielded more utility or satisfaction to Erik than the second consumption. Then a greater reduction in satisfaction with the more he consumed the burger to the extent of making him feel ill. With each additional unit, he consumed he never wished to consume more.
iii) B- Since it is concerned with producing goods and services with an optimal combination of input for maximum output at a minimum cost. Production possibility curve shows a maximum output possibility of two products given a set of inputs with resources and other factors of production. 
iv) A- With surplus goods, an increase in price for one good will lead to an increase in demand for the final product people will change from consuming one good whose price has risen to other rival gods that give just as maximum satisfaction as other goods.
v) C- Since it is the maximum price that a seller can charge on goods or services to ensure that consumers do not pay exaggerated prices for goods that are essential hence consumers are protected in a way by the government.
vi) A-This happens because the consumer derives his satisfaction from the commodity and may depict how the consumer enjoys the commodity or service.
vii) C- As it shows the combination of different consumption bundles that provide the consumer with some utility.
viii) C- Its demand increases with an increase in consumer’s income. Its demand increases more than proportionally as income rises to make it be greater than 1.
ix) B- An increase in consumer’s income. This will enable the quantity of his consumption as he can be able to access an increased quantity of goods.
x) [bookmark: _GoBack]A- Increased cost of production of burritos caused by an increased price of the beans as an input will prompt the producers to raise the prices to maximize profits. 
