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; her-all could be undertaken
imited, no action would be at the expen.st.e of an)f o‘nier r;lative b astin.
L If resources Were not hmm] . einele action the value of the “next best’” a:ie J.-j O et
~and the opportunity €0 o! | ;mZur cvcr'}: choice can be ilhlstrai'iﬁd by! t_iwr?ol;) [:-(;Hirion in a;l
.. The or Um;mt); f J: : ;f::i:l[:fc:nﬂ ;}Ch illusiration, we assume that alidt%ic factors of p
possibilites ‘OI:U‘-{; 103 the pr:)ducti(m of consumer and Pi;oducer goo ;
cconomy 4t dug;llie; ./:\daptcd from Mastering Modern Economics, (

wr T 5¢ eph, Page 3. . ot
hiad BfiiODs Nsomf‘]}?:lld cicﬁ:c the other main economic concept implied

11 in One Micro and Macro),

a) Besides opportunity cost, identi —
in the first paragraph. . : (4 marks)

b} Suggest two characteristics of an €Conomic good. 2 marks)

cj Why is choice necessary in FEconomics? i

9 i) Define ucti ibilities curve.

d) i) Define a production possi o _r

i LeT ass i ti sibilities curve not mentioned |

ii) List three other assumptions of production poss v Weics
the text. o . odth

¢) Sketch a production possibilities curve where resources are equally good at pr g

ks;
types of good. {7 IRAE

2. Supposc a fim can produce 1,000 bags of cement by combining !'1 pauitand, CaPl-F%l e
entrepreneurial ability in three different ways. Equally, supposc it can hirglabgift At 2,000 }'(’I,;A D
unit, land at 3,000 FCFA per unit, capital at 5,000 FCFA per unit angd e@a eurship at 1,000 fCF A,
per entrepreneur. The amounts of resources required by three metho& and C) of producing the
1,000 bags of cement are indicated in table 1 below. S 9

Table 1
l \ ' METHQDS
| RESOURCES _ | A (/8 C
| Labour 8 i3 10
| Land 4 ) 3 3
| Capital 4 2 4
Entreprencurship b Q 1 1
a) Which method will a profit-madimi irm choose? Justify your answer. {6 marks)
b) If a bag of cement sells 00 . caleulate the profit earned by this firm. (4 marks)
¢} Briefly distinguish bet§een iffcreasing returns to scale and increasing returns to a
vﬁariablc astor. . {3 marks)
d} Enumerate threcQvaiys yough which firms can grow internaily. (3 marks)
&) Sracfourad iii;nlaiggs of small firms. (4 marks)
3. T-fabie 2 below shwpdﬂmtisal figures for complete specialization by countries A and B _
based on abso

pd vantage in the production of computers and yams.

_____ e i Table2.
| Country A ountr
Computers(000 units) ' / a i :g -
R R BT e— A

a)  Define absolute advantage,
List four assumptions
Ast ssumptions of the ) '
: {the sl i
3 e R t 1%1eury of absolute advantage.
-Habiish the production possibilities for ea
Opportunity cost of ane ton of
Broducing 4 ¢ I
producing 4 computer in countey 2 &
P i p. L n country B is 2.5 tong of yvams,
by 0! yams i:,\_d'langfes. for 0.2 computer '
A receive if it exchay o

/ 1ges all yams produceds
e vese i g - duced?
ity Sketch the production ,

(2 marks)
@ ‘ (4 marks)
ch country assuming that the domestic

Yyams in country A is 0.15 computers and for
S (4 marks)
- NOW many computers will country

possibilitics curve

(2 marks)

COUNEIY A afpr o oogo © o and the tradine posciliiic
5 ;t} A after specialization sniivae ding possibilities curve for
at type de exicto | ’
- Ype of trade exists between countries A and B2 (6 marks)
© TRY RPI NOWETA 9725 s MR st sty ' (2 marks)
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ahle 3 ; e > i "
4. Table 3 shows nominal gross domestic product (GDP) figures for three years and the price index for

each of the vears.

S Table 3

Nominal GDP Price Index
| (billion FCFA)
2021 | 104 121
2022 56 91
12023 91 100

a) Which year can best be considered as the base year and why?

) : (2 marks)
b) Calculate the real GDP for the three years. (6 marks)
¢) What has happened to the cost of living and standard of living between 20

and 20237 (4 marks)
d) Identify four difficulties encountered in constructing a retail price in {4 marks)
¢) State two main causes of demand pull inflation. (2 marks)
) Apart from index numbers, which other method can be used to meastire the value

of money?. . {2 marks)

Yorld as the worst case scenario.
n, is secn as adding to the world’s

“Many environmentalists see economic development in ¢he
Industrial development with new roads, automobilcs n}d.p ,
economic and environmental problems. * ?
However, there are hundreds of miilions of people i} the. (Rird world suffering from malnutrition and
substandard living conditions. For now, ecosoni& development is the only way out. In order to provide
their people with the most basic services-cleafiwater, sewage treatment, food, decent housing and sog
forth, underdeveloped third world countries willyéed 1o make their economies grow.
Fooncimic expansion cannot possibly sdlve’al ot the third world’s problems. but without it, the future
will be bleak indeed.”

Source: Randy Charles
a) Briefly distinguish bet
b) State four obstacles to ecRpo
¢} List four policy I

965, A Beginner’s Guide to the World Bconomy.
mic growth and economic development.
rowth in developing countries.
ents'that the government can implement in order to achieve its

{4 marks)
{4 marks;

macroeconomicpbjectives. {4 marks)
d) With the aig cf a wram, distinguish between potential and real economic growth. {5 marks)
e} Identify thged gpﬁatc-rs of economic development apart from those mentioned n
< A
thepayegd = 00 o (marks}
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