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Question 1

2) Answer the following questions on Demand and Supply.

i State the Law of Demand

(1 mark)

Define “Market Equilibrium” and explain how it is achieved in the market.

(2 marks)

Describe how an increase in the price of a complement good will affect the
demand curve of the other good and how equilirium price and quantity s likely

1o be affected.

5

(2 marks)

L. Draw a Demand and Supply diagram for Barley based on the demand and

‘supply schecile below. (3 marks)
Price (kg) | Quantty Demanded (kg | _Quantty Supplied (kg per
per montn) month)

030 500 700

00 700 20

050 30 300

080 200 70

070 700 500

What s the equiliorium price and quantiy of Barley?

(2 marks)
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) lustrate and explain how the equilbrium price and quaniity of Barley wil change with
the help of a demand and supply diagram should the following scenarios oceur.
Prosent your answers on two separate diagrams.

. Consumers expect future income to increase.
(5 marks)

Better technology was recently incorporated in the production of Barley
‘and has allowed Barley to be harvested more effciently.
(5 marks)

(Total: 20 marks)
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Question 2

a)  Explain the main difference between Nominal and Real Gross Domestic Product.
(1 mark)

b)  Identify the four types of income components and which resource they are eamed
from that are used to calculate the Aggregate Income of a counlry.
(4 marks)

©)  The production and prices of Clocks and Watches in Time Land in 2020 and 2021

are as follows:
Quantity of Quantity of
Price of Price of
Clocks. Watches
Clocks. Watches.
(thousands) (thousands)
2020 21 $100 140 5200
2021 23 590 144 5220

‘Taking 2020 as the base year, calculate the:

Nominal GDP in 2021 (2 marks)
Real GDP in 2020 and 2021 (4 marks)
Real GDP Growth Rate in 2021 (2 marks)

Nominal GDP per Capita in 2021 if the population is 5500.
(2 marks)

Please show your workings clearly and present all your final answers up to 2
docimal places.

(Total: 15 marks)
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Question 3

2) Define what a Business Cycle ‘Recession” is. (1 mark)

b) Define and give an example of each of the three types of unemployment that exist in an
ecoromy. (©marks)

) Suppose that the Working-age Population is 456 millon, the Labour Force Is 425
llion while the unemployment rate is at 6%. Calculate the:

i) Labour Force Participation Rate (2 marks)
i) Employment-o-Population Ratio (2 marks)

‘Show your workings clearly and present your answers up to 2 decimal places when
necessary.

d) Calculate the Infation Rates for years 2020 and 2021 based on the table below.

(4 marks)
Year =)
2019 3
2020 0
2021 5

Ploase show your workings cloarly and present all your final answers up to 2 decimal
places.

(Total: 15 marks)
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Question 4

) The government of Time Land spent a total of $770 bilion and collected a total of §750
billon in taxes. Calculate the budget balance and identify the budget status for that year.
(2 marks)

b) Identiy the appropriate fiscal policy that can be used to stabilise a recessionary economy.
‘and describe in detail how the government can adjust its expenditure and taxes.

(5 marks)
) Explain three limitations of implementing discretionary fiscal policy.
(3 marks)
d) Define “induced tax system” and explain in an inflationary o jonary.
‘economy the goverment automatically collects less taxes.
(5 marks)

(Total: 1 marks)




