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Instructions
1. The examination consists of Four sections: A, B, Cand D
Begin each answer to a new question on a new page.
Answer questions according to instructions given in each section .

Write answers in the answer booklet provided

ST S A

Write in grammatical English
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DIPLOMA BOCODOL. Sessional Examination
July — December EC 101 — Economics I
SECTION - MULTIPLE CHOICE QUESTIONS [10 MARKS]

Answer ALL questions. Each question carries ONE (1) mark.

1. An arrangement that allows buyers and sellers to exchange things is called

A. acontract
B. Money

N\C. amarket
D. efficient

2. Deciding how a society's products are distributed among its citizens answers the

economic question of

\A. who consumes the products produced
B. what products will be produced
C. where will the products be consumed

D. bow will the products be produced.

3. The saying that "There's no such thing as a free lunch" refers to the

A. marginal principle.
B. spillover principle.

\C. principle of opportunity cost.
D. reality principle.

4. Land, labour , capital and entreprenuership are compensated through _ R

and respectively.

2

A. Profit, interest, wages, rent
B. Wages, rent, interest, profit
AC. Rent, wages, interest, profit

D. Interest, wages, rent, profit

5. The following diagram shows the production possibilities frontier for an economy.
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If the economy is producing at point E, which of the following must be true.
I. The economy is not fully employing its resources &
II. The economy can increase the production of good Y only if it decreases the
production of good X.
ITI. The economy can move above the frontier without changing current
techniques of production.
A. Tonly
I only
C. Tand Il only
D. Hand III only

6. Which of the following would nof be an example of household production that is

currently excluded from in GDP? G! 055 Domos C Q’WOJ{"
A. Childcare r P\\O\*‘
landscaping by a paid gardener _ C\v} U

(
C. Housecleaning X\()\‘V V\("SL >
D. meal preparation J 6"\5 J‘ k EF@_QL”P
7. In the traditional macroeconomic model’s basic identity, Y=C+1+ G + N}{, which
]
Y |
, 461&9“ Goadox
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A. The household sector is assumed to only engage in consumption spending, C.
B. The business sector is assumed to engage in investment, L.
C. The government sector is assumed to only engage in government {consumption)

spending, G
@ All of the above.\/

8. Enjoying art at a museum is an example of

A. Production
B. Exchange

@ Consumption
D. Transfer

9. Which of the following shifts the demand for torches to the right?
A. anincrease in the price of torches
B. a decrease in consumer incomes if torches are a normal good.
@ a decrease in the price of torch batteries if torch batteries and torches are
complements.

D. none of these answers.

10. An economy is made up of three firms. Firm A mines a raw material, it pays P300 to
its workers and it sells P200 worth of output-to firm B and P300 worth to firm C (it

has no other sales or costs). Firm B makes a consumer good and sells P500 worth,

paying P200 to its workers. Firm C also makes a consumer good, selling' P800 worth

and paying its workers P200. There are no transactions between firms B and C. What

is the value of GDP? _
— J
A. P1200 > Toal (alug of Senite
B. P$00 -
500 + 00O
C.)P1300 ]
(300
D. P2500 (30T

1400

-\;% ;
L[]
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DIPLOMA BOCODOL Sessional Examination
July — December EC 101 - Economics I
SECTION B - TRUE/FALSE QUESTIONS [10 MARKS)]

Answer ALL questions. Each question carries ONE (1) mark.
State whether each of the following statements is TRUE or FALSE.
1. Economic models explore decision making by individuals, firms and other
organizations, T
2. Inthe long run, all inputs are variable. T
3. If the price elasticity of demand is smaller than one then a change in the price will
lead to a greater relative change in the quantity demanded. t
4. Assuming there is no inflation, a payment of P5,000 today has the same value as a
payment of P5,000 six months from now. —T
er capita income is calculated by dividing the total income of a country by the
number of inhabitants. \
‘6. An increase in government spending will create economic growth that is greater
than the increase in spending. F |
7. Full employment is the maximum utilisation of resou:ces.AT'
8. Monopoly is more efficient than competition because competition prevents some
of the gains from trade from being achieved. =
9. The AD-AS model is used to show the determination of the equilibrium levels of
both output and price. T
10. The purpose of a price index is to indicate the average percentage changes of

prices within a given period. T

\udted o= . _ |
~Ceneral w Weciea @ W~ (25\462_(9—*-12,{
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© BOCODOL 2012 ' Page 5 of 7



%

e

\Mpﬁfm ot AR picngy :O)_g:

DIPLOMA BOCODOL Sessional Examination
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SECTION C - SHORT ANSWER QUESTIONS [30 MARKS]
Answer ALL questions.

1. Would an economist consider clean air a scarce resource? Explain your answer.

Hegl v & Folided by Mo WwdeiveS On §oENGy

2. Outline any five functions of capital. (10 marks)
3. Differentiate between substitute products and complementary products.
(4 marks)
4. You are given the following figures:
P(million)

Net Trade surplus 140

Renumeration of employees 160

Provision for depreciation 5

Indirect taxation 7

Subsidies 12

Net factor payments -15

Rent on Land 95

Interest on Investments 170

Noctiaad mconae < R Cﬁpucak x popuiad ovl

Q/ﬁ Goes C@Cfi%lgate %W @numcehon 4 Neb ode Suvpus 3 dmm

5. Outline

a. DP at factor costs = (2 marks)

b. GDP at market pricess= 60P o Factor GHSH' ‘:;cc"k::cﬁ[\?;\ g- marks)
. GNP at market prices ». ¢ pf af Mmm ?“\CQ’\ 2 marks)
~ National income fadOv (2 marks)

Q&P ad W R\ F’c@me\'
~ EWU\&\EM

our functions of an entrepreneur. %tha 4 marks)

DS\KQO MHO S <20
P05+ B —\2 = 3o

L=, RN I E -y

L | . —
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SECTION D ESSAY QUESTIONS %&s (50 MARKS]
Answer any two questions. \_\QQH'L" HoD VLY wide ’hucwwh_
'~ _fackhng o adatte
E&M@*‘\O\q o sChatls 89 W"*‘W"‘*L
Discuss any five factors that can be addressed crease economic growth and development.
’ (25 marks)
p@& \M we PPC
QUESTION 2
Using diagrams, illustrate the concepts of fﬁmencg eco and
_technological improvement. ?P ¥ / f 69 e (25
x age. ;aﬁ,%

QUESTION 3 Obhnunr Ole of Reo
' Adc O —%d&@ USe c&.r@.fw

The expected demand and supply for bread is shown below:

Price (P) Quantity Demanded | Quantity supplied *‘?\"f g gfé

' (loaves) (loaves) m(ﬁ“@&sz Produd & on
10 350 50 O -—1eC/Q»\n£>\O%~\
20 300 100 D &md ey

MOVe

30 250 150 Tore)
40 200 200 | €O
50 150 250 200
60 100 300 D
7 3

0 50 20 fevn]l

a) With the aid of a diagram, state the equilibrium quantity and price for bread.
(6 marks)
b) Suppose there was a baker’s strike and bread production decreased by 50 units at
each price. What would be the new equilibrium quantity and price? (5 marks)
¢) Calculate, using the figures in the table above:
i) The elasticity of demand for a change of price from P40 to P50. (7 marks)
ii) . The elasticity of supply for a change df price from P40 to P50, (7 marks) :
x Chosp Vae oLqus\c:L 5\7 X\.®

- ¥ 1OD _
O (i) e N A oo
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