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Answer ALL questions from Section A in short answer form and afffHREE questions from
Section B in long answer form.

Section A carries a total of 40% of the final graohel Section B carries a total of 60% of the final
grade.

Section A (40 marks)

AnswerALL questions in this Section. Answers must be brefta the point. Each question carries
5 marks.

1. Explain with the help of an example the conceptsaafrcity and opportunity cost in relation to
the allocation of resources within the public secto

2. Explain with the use of a diagram the effect ofirrgrease in people’s incomes on the demand
curve for cars.

3. Explain why food has a low price elasticity of deda
4. Explain, with the help of an example, what is mdantmarket failure’.

5. What is the difference betweemal and nominal changes in a country’s gross domestic
product?

6. Briefly explain the term ttansfer payments’ How are transfer payments dealt with when
estimating a country’s gross domestic product?

7. Explain the conditions that characterise a mongpolmarket structure.

8. Explain the functions of money.

Please turn the page for Section B.
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Section B (60 marks)
Answer anyTHREE questions in detail. Each question carries 20 mark
9. (i) Discuss two factors that determine the suppls manufactured good. (6 marks)
(i) Explain, with the help of diagrams, the contepa shift in the supply curve. (6 marks)
(iif) Explain, with the help of diagrams, the seqoe of events that are likely to occur following
the introduction of a maximum price for a good lmyernment. (8 marks)
10. (i) Provide a numerical example that illustrate® thrinciple of comparative advantage
between two countries. (10 marks)
(i) What measures can be taken by governmentdace a deficit in the goods and services
account of the balance of payments? (10 marks)
11. (i) Explain the relationship between changes inscomption expenditure and national income.
(10 marks)
(i) In an economy that depends greatly on imports, axplvhether it makes sense for a

government to increase the gross domestic prodyatnicouraging households to spend
more. (10 marks)

12. Explainfour factors that may give rise to unemployment. (20ks)ar
13. (i) Discuss, with the help of examples, the possibauses of inflation in an economy.

(10 marks)

(i) What policies can government adopt to control tidle? (10 marks)
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