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PAPER NO: 534/S0O3 - PRINCIPLES OF ECONOMICS

QUESTION 1

Give brief definitions of the following economic terms:

a) Normal Profit

b) Price discrimination

c) Reserve ratio

d) Barter trade

e) Transfer payment

f) Scarcity ir 5 = st
g) Positive statement / Conteern son v a,wnd o will bag ey QY aWGes Fata clsank & SOISEES
h) Short run period Y T

1) Cest push inflation *

J) Commercialization. g

(20 marks)

=
QUESTION(2)

Identify and discuss the advantages of a free market economy.

(20 marks)
QUESTION(3
a) Define the law of demand and state the exceptions to this law.
(11 marks)
b) The following relations describe the supply and demand of a hotel .
meal.
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Where Q is the quantity and P is the price of a meal, in dollars.

1) What is the equilibrium price? Calculate the quantity
demanded and supplied at equilibrium. (3 marks)
11) Calculate the quantity demanded and supplied at prices of

USD 6.00 and USD 5. 00. At each price level comment on
whether there would be a surplus or a shortage of meals in
the market. - (6 marks)

QUESTION(3)

“National Income Statistics are good indicators of a country’s welfare”. .
Discuss. @hng 6 2 e (M0 % (20 marks)
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QUESTION S5

Assess policies which may be adopted by the Zimbabwe government
inorder to avoid a balance of payment deficit. (20 marks)

OUESTION(6)

a) Using a well labelled diagram, illustrate and explain the short run
abnormal profit making position of a monopolist.(10 marks)

b) Evaluate the functions of money in any given economy.(10 marks)

QUESTION®

a) Comment on the advantages of international trade. (10 marks)

b) Compare and contrast monetary and fiscal policy. (10 marks)
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