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QUESTION 1

a) Monetarists view inflation as a monetary phenomenon everywhere it exists. Evaluate
this view, clearly demonstrating the merits and demerit such a perspective.

[10 marks]
b) Assess the applicability of the Short-Run Phillips Curve theory to any emerging
economy you have studied. [15 marks]
[25 MARKS]
QUESTION 2

Study the data below for Zimboland and attempt the questions that follow:

Billions (US dollars)

Income from employment 226.4
Gross Trading Profits of companies 65.6
Gross Trading Surpluses of public companies 6.4
Stock Appreciation 4.9
Interest income 3.2
Income from Rent 248
Income from self-employment 33.0

a) Calculate Gross Domestic Product at Factor Cost using the data presented in the
above schedule. [8 marks]

b) Comment on the additions or subtractions that you made to ensure that the Gross
Domestic Product at Factor Cost figure is accurate. [8 marks]

c) Briefly explain any three limitations of national income statistics such as the Gross
Domestic Product at Factor Cost figure you obtained in 2 (a) above. [9 marks]

[25 MARKS]
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QUESTION 3

a) ‘Many economists believe the economy’s self-corrective mechanism works quite
slowly and that discretionary policy changes are necessary to minimize economic
instability. Others believe that the self —corrective mechanism works reasonably well
and that discretionary policy is likely to do more harm than good.” Use the Aggregate
Demand (AD)-Aggregate Supply (AS) model and the policy transmission mechanism
to discuss this assertion. [13 marks]

b) Study the following table and answer the questions which follow:

Country Wheat (in tonnes) Fish (in tonnes)
Malaysia 0.5 2
Malawi 0.25 1.5
i) Compute opportunity cost ratios and present them in a well-labelled table.
[4 marks]

i) Use the opportunity cost table to deduce how Malaysia and Malawi will
specialize. [4 marks]

iii) Deduce the mutually beneficial trading ratio and explain the gains from
specialization that will be enjoyed by Malaysia and Malawi. [4 marks]

[25 MARKS]
QUESTION 4

a) You are given the following items in the Balance of Payments (BOPs) schedule for
Eldorado Republic:

Billions (US dollars)

Eldorado visible exports 300

Net Unilateral Transfers +80

Net Factor Income (15)

Eldorado invisible imports 115

Balancing item 15

Eldorado visible imports 67

World Bank loan to Eldorado 24

Contributions of Eldorado to the African Development Bank 76

Eldorado invisible exports 210

Calculate:
i) The Visible Balance [2 marks]
i) The Balance on Current Account [4 marks]
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iii) The Balance of Payments (BOPs) position [4 marks]
iv) Comment on changes in reserves [6 marks]

b) Explain the Purchasing Power Parity (PPP) theory in the context of exchange rate
determination in foreign exchange markets. [9 marks]

[25 MARKS]
QUESTION 5

a) Between the year 2000 and 2008, Zimbabwe experienced a mosaic of chronic
macroeconomic problems. Identify and briefly explain three such problems.

[12 marks]
b) Assess the suitability of technology-driven strategies and import-substitution
industrialization for the Zimbabwean economy. [13 marks]
[25 MARKS]
QUESTION 6

a) Explain the consequences of price-controls in light of Zimbabwe’s economic
experiences in the period 1980-1990 and in the year 2008. [12 marks]

b) Evaluate the relevance of the credit-creation mechanism to the Zimbabwean
economy during the current dispensation of multi-currencying. [13 marks]

[25 MARKS]
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