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THE OPEN UNIVERSITY OF SRILANKA
DEPARTMENT OF SOCIAL STUDIES
CERTIFICATE IN SOCIAL SCIENCES - LEVEL II
FINAL EXAMINATION - 2014/2015

SSC2312/SSF1303 - FUNDAMENTALS OF ECONOMICS

DURATION: 03 HOURS

Date:

08™ March 2015 Time: 1.30 p.m. — 4.30 p.m.

ii.
iii.

iv.

vi.
Vii.

" viii.

Answer four (04) questions only.

PART -1 is compulsory
Select a minimum of one question from PART - II & PART - III and answer three (03)
questions in all.

PART 1
Answer all questions. Write brief anSwers. Answer to each question should not

exceed 50 words.

Define the concept of opportunity cost

Describe the basic economic problems

Differentiate the terms ‘change in demand’ and ‘change in quantity demanded’.
Explain the process of ‘price determination’. |
Describe Injections and Leakages in a circular flow of income.

Explain equilibrium in the labour market

Explain ‘cost-pﬁsh inflation’ and ‘demand-pull inflation’

Describe the concept of comparative advantage in trade.

(5 marks X 8 = 40 marks)

PART I1
2 (a) Explain what is market economic system and differentiate it from a centrally planned
system. ‘ (10 marks)
(b) Examine the role of government in economic decision making based on ideas of
prominent economists ' (10 marks)
3 (a) Differentiate the ‘income effect’ from the ‘substitution effect’ (10 marks)



(a) Differentiate the ‘income effect’ from the ‘substitution effect’ (10 marks)
(b) Analyze the factors that cause a change in demand (10 marks)

(a) Describe the concept of ‘equilibrium’ and demonstrate equilibrium price using
hypothetical data and a diagram. (10 marks)
(b) Explain, using a diagram, how the government imposed regulations of price ceiling and

price floor affect the market equilibrium. (10 marks)

(a) Critically analyze the characteristics of a perfectly competitive market structure

(10 marks)

(b) Describe how price discrimination takes place in a monopoly (05 marks)

(c) Explain, with an example, how firms earn economic profits (05 marks)
PART II1

(a) Discuss how income flows between sectors in a four-sector economy (10 marks)

(b) Discuss the output-expenditure approach to National Income Accounting. (10 marks)
(a) Explain why unemployment is a problem. Describe the different types of unemployment
(10 marks)

(b) Discuss the concept of underemployment in the context of Sri Lanka (10 marks)

(a) Explain the different forms of trade barriers and the rationales for such restrictions

(10 marks)
(b) Describe the need for careful management of foreign exchange (10 marks)
(a) Discuss the functions of money ' ‘ (10 marks)
(b) Discuss the main functions of a Central Bank (10 marks)
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