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SECTION ONE 

Question! (Compulsory and Carries 40 Marks) 

A. Write explanatory notes on the following economic terms. Your response 

should show full understanding of the concept. 

i) Business Cycle 

ii) Supply Shocks 

iii) Sticky Wages 

iv) Unemployment 

v) Inflation 

[5 Marks each] 

i) 	 Define and graphically derive the aggregate demand curve. [5] 

ii) 	 In an attempt to fight unemployment, African countries (with 

Swaziland inclusive) have come up with a number of strategies or . 
• ;. n' • >,". ".,-. " ~_'. . ,. ' • . ' ' • 

programmes. With reference to Swaziland, discuss any five of these 

[10] 
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SECTION TWO 


Question 2 

a) The costs of unemployment are probably more obvious when viewed through 

the lens of the national checkbook. Discuss [15] 

b) Given that in a particular year the government of Swaziland increases its 

expenditure on housing construction and maintenance, with the aid of 

appropriate diagram (s), trace the adjustment process to long run equilibrium in 

the AD - AS model. [15] 

Question 3 

. . a )Wi~hatlaid.,Qfadiagram defmethe business cycle. [5] 

b ) Discuss the three (3) fundamental views of the nature and causes of economic 

:fi~ctt.iatlons. [15] 
.:'~'" .,'~"-;-;<)}:~'-"-;-':?';-'{;::-} "'.=,'-', :-.-,,'.<. '. - -"' ' 

c) Defirie'whaf stabilization policies are and state why such policies should be 

usedWith:~caUt10tl;·· 


Question 4 

a) Discuss the AD-AS theory ofdemand-pull and cost-push inflation. [10] 

b) Write short notes on the Frictionless Neoclassical Analysis of the short-run AS 

curve. [5] 

c) Economists generally regard a relatively low, stable level of inflation as 

desirable'. When.inflation is stable and expected, the economy is generally able 

to adjust easily to slowly rising prices. However, inflation does have some 
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economic costs, especially when it is high or unexpected. What are the costs of 
inflation, discuss. 

[15] 

, . 
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