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. Answer any four (4) questions.
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QUESTION 1

Write short notes on the following game theory terms.

a) Zero sum game. [5 marks]
b) Dominant strategy. [5 marks]
c) Nash equilibrium. [5 marks]
d) Prisoner’s dilemma. [5 marks]
e) Pay offs. [5 marks]
QUESTION 2

a) State and explain the assumptions of perfect competition. [10 marks]

b) Explain various barriers to entry to a market and how these barriers might affect market structure.
[15 marks]

QUESTION 3
a) Using diagrams, explain substitution and income effects under consumer theory. [12 marks]

b) Assume an individual has $2 to spend on pens and books per week. A pen costs cost $0.20 each while
books cost $0.50 each. The individual uses 2 books per week.

i) Find the number of pens the individual will buy given the budget and the usage of books per
week. [4 marks]

ii) If the price of books decreases to $0.40 whilst the usage of books, the price of pens and
the budget remain the same. Find the new number of pens the consumer will buy. [4 marks]

¢) Compare and contrast cardinalist and ordinalist approaches to utility. [5 marks]
QUESTION 4
a) Using diagrams, show how elasticity influences the incidence of a tax. [10 marks]

b) The prices and demand for two goods is given in the table below.

Good | OldPrice () _ Newquantity
Bread 30000
Dovi 40 | 90000 40 60000 |

Calculate the cross elasticity of demand between bread and dovi. [5 marks]
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c)State and explain using examples the factors that affect the supply of bread in Zimbabwe.

[10 marks]
QUESTION 5
a) State and explain the basic economic problem. [6
marks] '

b) Explain the advantages and disadvantages of each economic system. Recommend the best economic
system to the government of Zimbabwe. [13 marks]

c) With aid of examples, distinguish between normative statements and positive statements.

[6 marks]
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