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1) DEFINITIONS:								[2 marks for each]
	

DEMAND

	

	

COMPLEMENTARY GOODS

	

	

SUBSTITUTE GOODS

	

	
NORMAL GOOD


	

	
INFERIOR GOOD


	

	

FACTORS OF PRODUCTION

	

	
OPPORTUNITY COST

	





2) Identify 4 factors that influence demand.
· _____________________________________________________
· _____________________________________________________
· _____________________________________________________
· _____________________________________________________

3) Draw a demand curve to show what would happen to the demand for eggs in each of the following circumstances.

         P
         P
The price of bacon falls
The price of eggs falls





Q
Q

Newspapers report the health benefits of eggs
The price of toilet rolls falls

         P

         P







4) The price of good A changes from £15.00 to £15.45. Demand for good A falls from 10,000 units to 9,400. Work out the PED for Good A 					[3 marks]
____________________________________________________________________________________________________________________________________________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
5) If a business increases price for an elastic product what happens to producer’s revenue? Explain your answer.								[2 marks]
__________________________________________________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Exam Practice Questions
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(iii)* Evaluate the importance of price elasticity of demand to Kasia and Ben'’s business.

Use the information given in Extract 1 on page 9 and in Table 1 on page 10 and your own

knowledge.
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Kasia and Ben own a window cleaning business which is a monopoly in the village in which the
business is currently run. They have been able to complete a demand and supply schedule
which shows how many households will choose to have their windows cleaned at a number of
different prices, together with the number of houses Kasia and Ben are willing to supply their
services at each price.

In the next village there are two other window cleaning businesses. Kasia and Ben are trying to
decide whether to start offering their services to households in the next village.

Extract 1: Kasia and Ben’s window cleaning business
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Price (£) Demand (units) | Supply (units)
10 100 20
20 80 40
30 60 60
40 40 80
50 20 100

Table 1: Price, demand and supply for Kasia and Ben’s window cleaning business

(b) Using the information in Table 1, draw and label a supply and demand diagram for Kasia and Ben’s

window cleaning business. [2]
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(d) (i) Explain what is meant by ‘price elasticity of demand’.
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(ii) If Kasia and Ben increase the price of window cleaning services from £10 to £20 then they estimate

a price elasticity of demand of -0.2.

Explain to Kasia and Ben what this estimate of price elasticity of demand means.




