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INSTRUCTIONS TO CANDIDATE

1. Answer any five questions.

2. All questions carry equal marks.
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&
QUESTION 1 Y o N el
| i
Hlustrate and explain
a) the law of diminishing returns (10 marks)
b) returns to scale (10 marks)

QUESTION 2 \./

Countries face the same economic problem, but try to solve it differently.
Discuss this statement in light of economic systems.
(20 marks)

QUESTION 3

Assume that firms in the short-run are earning above normal profits.
Explain with the aid of diagrams what will happen to these profits in the
long-run for the following markets

a) pure monopoly (5 marks)
b) oligopoly (5 marks)
c) monopolistic competition (5 marks)
d) perfect competition (5 marks)

QUESTION 4 \/

Are monopolies necessarily bad? Justify your answer, giving examples.

(20 marks)
QUESTION 5 \/

Discuss some practical difficulties in measuring National Income in
developing countries like Zimbabwe. Outline the main uses of National
Income accounts. (20 marks)

OQUESTION 6 /

Explain the phrase “A fall in the value of money”. (5 marks)

Discuss the main effects of this in an economy. (15 mark\s)
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QUESTION 7

a) Distinguish between a change in quantity supplied and a change in
supply. Use diagrams. (10 marks)
b) Discuss the effects of Imposing a minimum wage, with the aid of a
diagram. (10 marks)
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