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SECT'ON A Examiner’s
Use
Define a demerit good and give one example.
............................................................................................................................. [2]
Define effective demand.
............................................................................................................................. [2]
Explain the meaning of rationing within the price mechanism
............................................................................................................................. [2]
State how cross-elasticity of demand is calculated.
............................................................................................................................. [2]
What is meant by nominal value of national income?
............................................................................................................................. [3]

8246/1/22

321118



3

For
6 Identify the type of inflation illustrated in the diagram below where the Fxaminers
aggregate supply curve has shifted from AS to AS,.
A AD
Price AS,
level AS
Real output ]
............................................................................................................................. [1]
7  Outline the meaning of marginal costs.
............................................................................................................................. [2]
8 Define a floating exchange rate.
............................................................................................................................. [3]
9 Outline three possible reasons for an increase in consumption
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............................................................................................................................. [3]
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10 The annual wood charcoal production in Namibia has shown a huge increase in
recent years. Most of Namibia’s charcoal is exported. Although global demand
for Namibian charcoal has increased, producers struggle to increase production
and productivity, due to a shortage of local labour and lack of capital investment
as well as innovation. Namibian charcoal is still produced using traditional kilns
with low capacity, high air-pollution levels, high risk of veld fires and most of
the wood being converted into ash instead of charcoal. Namibian charcoal
producers are price-takers due to a highly competitive global market.

Although benefits from internal economies of scale will be restricted, the growth of
the small and medium entrepreneurship business sector in the charcoal industry
is seen as important.

Charcoal workers are subcontractors and are thus not entitled to the provisions
in the Labour Act of Namibia such as social security and basic benefits.
(Adapted article: MTSMED Growth for Namibian wood charcoal Industry, April 2019)

(a) What is meant by productivity?
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(b) Define capital investment and discuss the effects that new technology and EX"”L’;’S”;"‘”S
innovation might have on the charcoal production industry.
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(c) Describe possible reasons for the shortage of local labour supply in the Fxaminers
charcoal industry in Namibia.
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(d) Discuss why the benefits of internal economies of scale might be restricted EX"”L’;’S”;"‘”S
in the charcoal industry.
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(e) Namibian charcoal producers are price-takers due to a highly competitive Fxaminers
global market.
With the aid of a diagram discuss the extent to which Namibian charcoal
producers are likely to make supernormal profit in the long run.
...................................................................................................................... [8]
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(f) Explain the role of entrepreneurship in the modern economy. Fxaminers
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