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1. a) Explain how a consumer allocates expenditure between two goods according to the
principle of equi-marginal utility. (6 marks)

b) How do consumers reallocate their expenditure between these two products if the price of one
product decreases? (6 marks)

2. a) Briefly explain what is an indifference curve. (2 marks).

b) List three (3) properties of indifference curves. (3 marks)




c) Draw and explain an indifference map. (4 marks)

3. Explain the concept of Returns to Scale. (7 marks)




4. Analyse whether an increase in the wage rate always leads to an increase in the number of hours
worked by an individual. (6 marks)

5. a) Differentiate between absolute and relative poverty. (4 marks)

b) List 5 factors that contribute to poverty. (5 marks)
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