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Carefully explain, in one sentence: what is fiscal policy? Each question in Part B is worth a maximum of 30
marks. Use one diagram to carefully explain equilibrium exchange rate determination. The differentiation
between a consumer good and a capital good is based on the purpose for which it is used, rather than, the good
itself. Which of the following would shift both the short-run and the long-run aggregate supply curves? Many
countries in western Europe have adopted a single currency, the euro. This will be so irrespective of the fact
whether the marginal cost is rising or falling. When will the demand curve for Australian dollars shift to the
right? If the marginal cost first falls and then rises, i. Partial crowding out in the short run and partial crowding
out in the long run. Demand analysis for durable goods is complex. How can government policies shift the
aggregate demand curve to the right? Reduce expenditures and leave taxes constant in order to stimulate
aggregate demand. There is a movement downward along a stationary money demand curve. Where is the
long run equilibrium for a firm in monopolistic competition? Whereas managerial economics involves
application of economic principles to the problems of the firm, Economics deals with the body of the
principles itself. One of the key elements for many world-class performers is visualization. If the marginal cost
first falls and then rises, it will be equal to the average variable cost at a point where the average variable cost
is the minimum. Long-run demand is that which will ultimately exist as a result of the changes in pricing,
promotion or product improvement, after enough time has been allowed to let the market adjust itself to the
new situation. However, it is hard to find a product in modern civilization whose demand is wholly and has
supposed to have less price elasticity than autonomous demand. The degree of relationship will depend upon
the competitive structure of the industry. Attempt all questions. Consider the following graph: What does the
above graph represent? An industry demand schedule represents the relation of the price of the product to the
quantity that will be bought from all the firms. Open to trade but closed to investment and financial
interactions with other economies. No one can study for 8 hours a day Make sure you get plenty of food and
sleep Try to study in a quiet place Rewrite your notes. Obviously, firms producing distant substitutes would be
excluded from the purview of the industry. Answer any TWO questions from this section. It has a clear
meaning when the products of the various firms are close substitutes. Try to study in the same place at the
same time every day. Aids supplied Nil. This is exemplified in Table 3. The fact that for barter trade to take
place between two people, each person must want what the other has. Please Note: the essay solutions
provided here are brief summary notes for markers. From a trough to a peak, the economy goes through: a.


