ECONOMICS DISCUSSION QUESTIONS

SECTION A
1.	(a)	(i)	Define the term “price discrimination”.			(01 mark)
		(ii)	State any three conditions necessary for price discrimination to succeed.												(03 marks)
(b)	(i)	Distinguish between marginal propensity to consume (mpc) and marginal 
propensity to save. (mps)					(02 marks)

(ii)	Mention any two factors that lead to low marginal propensity to save in your country.							(02 marks)
	
	(c)	(i)	What is meant by the term “economic dependence”.		(01 mark)
(ii)	Give any three ways of reducing economic dependence in developing countries.							(03 marks)

	(d)	(i)	Distinguish between capital intensive techniques of production and labour 
intensive techniques of production.				(02 marks)

		(ii)	State any two merits of capital intensive techniques of production.	
(02 marks)

	(e)	(i)	Distinguish between cash ratio and liquidity ratio.		(02 marks)
(ii)	Mention any two factors that limit commercial bank’s ability to create credit in your country.						(02 marks)


SECTION B

2.	(a)	Distinguish between Gross Domestic Product (GDP) and Net National Product 
(NNP).									(04 marks)

(b)	Why may an improvement in Gross Domestic Product (GDP) not necessarily lead to an improvement in welfare?					(16 marks)





3.	(a)	What is meant by the term “investment multiplier”?			(04 marks)

	(b)	Study the table below and answer the questions that follow:-
	
	Time / Period
	Change in income ∆Y (US $)
	Change in consumption ∆C (US $)
	Change in savings ∆S (US $)

	A
	100,000,000
	80,000,000
	20,000,000

	B
	
	
	

	C
	
	
	

	D
	
	
	



Given that the marginal propensity to consume (mpc) is 80% and change in income is 
US $ 100,000,000,

(i) Calculate the change in the level of income consumption, and savings for periods B, C and D to complete the table above. (Show your working)	(12 marks)

(ii) Calculate the multiplier when mpc is 80%.				(02 marks)

(iii) Calculate the overall change in the level of income in the economy.	(02 marks)

4.	(a)	Describe how equilibrium output, price and profit maximization, position of a 
perfectly competitive firm is determined in the:
(i) Short run							(06 marks)
(ii) Long run							(06 marks)

(b)	Discuss the merits and demerits of perfectly competitive market.	(08 marks)

5.	(a)	Distinguish between direct tax and indirect tax.			(04 marks)
	(b)	Examine the merits of indirect tax in an economy.			(16 marks)

6.	(a)	Why is the adoption of import substitution strategy of industrial development 
necessary in your country?						(10 marks)

(b)	Explain the factors limiting the adoption of import substitution strategy of industrial development in your country.				(10 marks)

7.	(a)	Distinguish between currency depreciation and currency devaluation.	
(04 marks)
(b)	Account for the failure of devaluation policy as a measure of correcting balance of payments deficits in developing countries.				(16 marks)
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