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PAPER NO: 534/S03 - PRINCIPLES OF ECONOMICS

QUESTION 1
a) Discuss the main features of a
1) Command economy (5 marks)
ii) Market economy (5 marks)
ii) Mixed economy (5 marks)
b) Distinguish between a command mechanism and a market
mechanism. (5 marks)
QUESTION 2
a) Distinguish between micro-economics and macro-economics.
(4 marks)
b) Clearly outline the major causes of inflation. (16 marks)
QUESTION 3
a) Distinguish between price elasticity of demand and cross elasticity of
demand. (8 marks)
b) Identify and explain the factors affecting price elasticity of demand.
(12 marks)
QUESTION 4
a) Define the term demand. (2 marks)
b) State and explain determinants of demand and how each
determinant affects quantity demanded. (18 marks)
QUESTION 5
Discuss the measures that can be adopted by a government faced with a
balance of payment deficit. (20 marks)
QUESTION 6
a) Explain the basic functions of banks? (8 marks)
b) Explain the importance of banks to commerce and industry.
(12 marks)



PAPER NO: 534/S03 — PRINCIPLES OF ECONOMICS

QUESTION 7

a) Complete the table below:

Meals per Total Fixed Variable Marginal
day cost costs costs costs
0 $10 000
1 $20 000
2 $28 000
3 $33 000
4 $42 000
5 $54 000
|6 $70 000
(14 marks)
b) Draw a marginal cost curve from the information contained in the
marginal cost column. (3 marks)
c) Comment on the shape of the curve. (3 marks)
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