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Part III – Essay 

1.  

a. Briefly explain the factors affecting Market Demand of agricultural commodities 

b. The demand function and supply function of potato in domestic market of Sri 

Lanka were estimated as  

 𝑸 = 𝟖𝟖 + 𝟒𝟎𝑷 

𝑸 = 𝟐𝟖𝟔 − 𝟐𝟎𝑷 

𝑤ℎ𝑒𝑟𝑒; 𝑄 = 𝑄𝑢𝑎𝑛𝑡𝑖𝑡𝑦(𝑀𝑖𝑙𝑙𝑖𝑜𝑛 𝑡𝑜𝑛𝑠), 𝑃 = 𝑃𝑟𝑖𝑐𝑒(𝑅𝑠. 𝑃𝑒𝑟 𝐾𝑔) 

i. Identify demand and supply functions (give reasons)  

ii. Sketch the demand  and supply functions 

iii. Calculate equilibrium price and quantity in domestic potato market in Sri 

Lanka 

iv. Calculate consumer surplus and producer surplus at equilibrium price 

v. If the government imposes a maximum price of Rs.3.00 per kg, calculate 

domestic supply, demand and surplus/ deficit 

vi. What are the measures that can be taken to solve the problem of deficit/ 

surplus? 
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2. Briefly explain; 

a.  Law of diminishing marginal returns 

b. Marginal rate of product transformation 

c. Least cost combination 

d. Income consumption curve 

e. Degrees of price discrimination  

3.  

a. “Inflation cause value of money to fall and hence a rise in general price level” 

i. Briefly explain Demand Pull Inflation.    

ii. Is a high rate of inflation always bad for an economy? Explain your 

answer.       

b. Distinguish between the short run and the long run aggregate supply curves. 

 

 

 

 

 

 

 

 

 


