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INSTRUCTIONS 

 
1. You are allowed 15 minutes reading time before the examination begins  during 

which you should read the question paper and, if you wish, make annotations on the 
question paper.  However, you are not allowed, under any circumstances, to open the 
answer book and start writing or use your calculator during this reading time.  

 
2. Number of questions on paper  -  9. 

3. This paper is divided into FOUR Sections. 

4. SIX  questions ONLY to be answered as follows:-. 

SECTION A -  Question 1 is divided into parts a – t.  This is a compulsory multiple 
choice question and MUST be attempted.  Indicate the correct answer for each part by 

circling (i), (ii), (iii) or (iv) on the specially prepared answer sheet.  Fasten the answer 

sheet to your answer book. 

 
SECTION B – ONE question ONLY to be answered.  

SECTION C  -  ONE question ONLY to be answered.  

SECTION D  -  THREE questions ONLY to be answered including 

      Question 6 which is compulsory. 
 

5. Begin each question on a fresh page. 

6. Do not remove this question paper from the examination hall.   

7. DO NOT OPEN THIS PAPER UNTIL YOU ARE INSTRUCTED BY THE 

INVIGILATOR 
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SECTION A 

 

This is a multiple choice question. Indicate the correct answer to each of the 

questions by circling the correct number on the specially prepared answer sheet.  

Circle ONE answer ONLY for each question.  The answer sheet should be fastened 

to your answer book.   

 

1. (a) Economics is the study of: 
 

(i) activities which involve exchange transactions amongst people. 
 

(ii) how mankind uses scarce resources in producing goods for 

satisfying unlimited wants. 
 

(iii) how mankind organizes production and consumption activities. 
 

(iv) all of the above.  

 

(b) The Production Possibility Curve (PP) will shift outwards to the right if:   
 
(i) there is a reduction in the level of unemployment. 

 
(ii) there is an increase in the price of goods and services. 

 
(iii) there is an inefficient allocation of resources between consumer 

goods and capital goods. 

 
(iv) there is an improvement in technology affecting the production of 

both consumer and capital goods. 
 

(c) A demand curve of a commodity is usually drawn on the assumption that:  
 

(i) people may buy more of a good when its price is raised.  

(ii) factors influencing demand, other than price, are held constant. 

(iii) consumers buy more of a product if it is essential.  

(iv) the product is readily available. 
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(d) A shift to the left of the demand curve could be due to: 
 

(i) a rise in the price of a substitute good. 

(ii) a rise in consumer income. 

(iii) a rise in the price of a complementary product. 

(iv) a fall in the price of the good itself.  
 

(e) A and B are two commodities.  When the price of A rises, the quantity 
demanded of B rises.  A and B are therefore said to be: 

 
(i) complementary goods; 

(ii) substitute goods;  

(iii) free goods; 

(iv) inferior to each other. 

 

(f) An opportunity cost is: 
 

(i) an investment in a newly formed company. 

(ii) the amount paid in order to win a bid. 

(iii) the amount forgone in taking an alternative course of action.  

(iv) the purchase of a machine at a reduced price.  

 

(g) The market for a commodity is said to be in equilibrium when: 
 

(i) there is perfect competition. 

(ii) the quantity demanded equals the quantity supplied. 

(iii) there is no competition. 

(iv) all of the above. 
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(h) Aggregate demand is: 
  

(i) the total expenditure on domestically produced goods and services 
at a given price level. 

 
(ii) the total expenditure on goods and services at a given income 

level. 

 
(iii) the total consumer expenditure, government expenditure 

investment expenditure and net exports. 
 

(iv) the total demand for goods produced by domestic companies. 

 

(i) A proportionate change in the quantity of a product demanded arising 
from a proportionate change in the price of another product is known as: 

 

(i) price elasticity of demand. 

(ii) income elasticity of demand. 

(iii) cross elasticity of demand. 

(iv) positive elasticity of demand. 
 

 (j) Which of the following is a fixed cost? 
 

(i) Wages. 

(ii) Transport. 

(iii) raw materials. 

(iv) rent. 

 

(k) Which of the following is not a factor of production? 
 

(i) interest; 

(ii) land; 

(iii) loan; 

(iv) manager. 
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(l) Elasticity of supply is influenced by: 
 

(i) the time period over which changes in supply are measured; 

(ii) the marginal cost of the good; 

(iii) the range of alternative production opportunities available to 
suppliers; 

 
(iv) all of the above. 

 

(m) When an economy is at full employment, total output can only be increased by: 

 
(i) increasing the efficiency of resource allocation; 

(ii) increasing prices; 

(iii) increasing government taxes; 

(iv) increasing competition. 
 

(n) Which of the following law does not explain a relationship between fixed 

costs and variable costs? 
 

(i) Economies of scale; 

(ii) Demand and supply; 

(iii) Returns to scale; 

(iv) Diminishing Returns. 

 

(o) A firm earns normal profits when: 

  
(i) the Marginal cost is equal to the Average cost (MC = AC); 

(ii) the Marginal cost is equal to the Marginal Revenue (MC = MR); 

(iii) the Average cost is equal to the Average Revenue (AC = AR); 

(iv) the Marginal cost is equal to the Average Revenue (MC =AR). 
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 (p) Market failure occurs when :  

(i) the market has failed to optimally allocate limited resources; 

(ii) demand and supply have not achieved equilibrium; 

(iii) there is a strong operation of black market; 

(iv) governments fail to regulate the market. 

 

(q) Supernormal profit refers to :   

(i) the level of profit achieved where marginal revenue equals  
marginal cost (MR = MC); 

 
(ii) profit earned where average revenue (price) exceeds average cost 

(AR>AC); 
 

(iii) the level of profit above variable costs in the short run; 

(iv) profits earned by large corporations. 
 

(r) A country’s national (public) deb t will increase if there is: 

(i) an increase in lending by commercial banks; 

(ii) an increase in government taxation; 

(iii) an increase in government expenditure; 

(iv) an increase in long-term government borrowing. 

 

(s) In a joint-stock company, the ordinary shareholders: 

(i) have the right to attend annual general meetings of the company; 

(ii) have limited liability for the company’s debts; 

(iii) receive company’s profits sometimes in the form of dividends ; 

(iv) all of the above. 
 

(t) Which of the following concepts explains how changes in investment may 
bring about changes in national income? 

 

(i) the accelerator; 

(ii) the consumption function; 

(iii) the multiplier; 

(iv) speculative demand for money. 
 (TOTAL : 20 MARKS) 
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SECTION B 

 

Answer ONE question ONLY from this Section 
 

2. (a) Using diagrams, define and explain the meaning of: 
 

(i) Total utility                                  4 Marks 

(ii) Marginal utility          3 Marks 
 

(b) Using the concept of utility, show the equilibrium condition of a consumer 
when satisfaction has been achieved.          3 Marks 

 
(c) Name and explain at least five factors which may influence demand.   5 Marks 

(TOTAL : 15 MARKS) 

 

3. The following data represent production levels and costs of Range Motors, over a 

given period.   
 

Output (units) 

     0 
     1 

     2 
     3 
     4 

     5  

Total costs (K’000) 

            10 
            18 

            24 
            27 
            32 

            40    
 

Required: 

 
(a) Draw up a table to show, at each level of production: 

 
(i) Fixed costs                            ½ Mark 

(ii) Variable costs                                   1 Mark 

(iii) Average costs                       ½ Mark 

(iv) Marginal costs                        1 Mark 

 

(b) Explain the meaning of each of the following terms: 
 

(i) Fixed costs             1 Mark 

(ii) Variable costs             1 Mark 

(iii) Total costs         1½ Marks 

(iv) Average costs                        1 Mark 

(v) Marginal costs             1 Mark 
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(c) Using diagrams, show the relationship between average costs and marginal 
costs.                      6½ Marks 

 (TOTAL : 15 MARKS) 

 

SECTION C 

 

Answer ONE question ONLY from this Section 
 

4. Name and explain any five indicators of economic performance in a country. 

   15 Marks  
 

5. The United Nations classifies countries of the world as underdeveloped, also known as 
least developed (LDC), developing, and advanced, also known as developed countries.  

 

 Required: 

 

(a) State any five characteristics of Least Developed Countries.               5 Marks 

(b) Identify five conditions necessary for development in a country.           5 Marks 

(c) Name any five strategies necessary for development in a country.       5 Marks  
                     (TOTAL : 15 MARKS) 
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6.     SECTION D 

Answer Question 6 and any other TWO questions 

CASE STUDY 

Bindiwane Limited Company is a large corporation operating in Malawi with its 
headquarters in Blantyre.  It was founded in 1982 as an importer and distributor of 

building materials by a man called James Craig.  
  
For many years Craig operated as a sole proprietor under the name of Craig Building 

Merchants. 
 

The booming construction industry over the years, however, led to an astronomical 
growth in demand for building materials.  Inevitably Craig Building Merchants had to 
expand fast in response to this demand. 

 
In 1997 Craig was advised to register the company as a joint stock company under the 

Malawi Companies Act. This was done and completed in 1998 when Craig Building 
Merchants became Bindiwane Ltd.  BW Ltd, as it is locally known, was listed on the 
Malawi Stock Exchange in 2005. 

 
Management 

James Craig lived to see his company grow into the giant that now operates country 
wide. It employs over five thousand people and has diversified into several different 
lines of business. 

 
Up until 2004, when he retired, Craig remained at the top of the corporation as 

founder/chief executive.  He prided himself for having been the “father” of Bindiwane 
Ltd. He often moved around, even countrywide, the company facilities to ensure that 
his policies were being adhered to by all staff in the organization.  He demanded strict 

observation of discipline, loyalty, obedience, hard work and integrity. Overlooking 
any of these often meant loss of job for many people, irrespective of position. 

 
The shareholders of Bindiwane Ltd admired Craig.  The Board of Directors respected 
him, and the employees feared him.  He was often referred to as “the great white father 

upstairs”. 
 

Although there was, seemingly, peace and satisfaction in the firm, most people wished 
for change in management.  They felt that Craig’s old dictatorial methods retarded 
growth by stifling freedom of expression even in individual’s jobs.  As a result, when 

time came for the old boss to go, he was heartily sent off with a grand party and pomp.  
He had indeed led Bindiwane to growth in leaps and bounds.  
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Succeeding James Craig was John Kachidu, a relatively young man in his early fifties.  
He had a college degree in management, with vast experience, having headed several 

high profile government organizations.  He, unlike Craig, was a “Nanny manager” 
with no experience in starting a business.  

 
John was a “people oriented” manager.  His most favoured management theory was 
the Blake and Mouton Managerial Grid which he applied with zeal.  He emphasized 

improving worker and working conditions.   
 

To his dismay the “honeymoon” lasted for just two years and people began to 
complain again.  The company’s performance begun to deteriorate, its share value 
declined by 30% in 2007 and profits went down by 15%.  “He is too childish and 

playful and does not know what really happens in the business” said one manager.  
“He is not an entrepreneur like Craig. Why did they bring an outsider to head an 

institution whose business he does not know?  “Baby sitter manager”.  John Kachidu 
was removed in 2009 and was succeeded by Paul Mthunzi.   
 

Paul had worked for Bindiwane Ltd for many years including years under Craig’s 
administration.  He knew the business, the market and the people.  Paul was 

determined to correct Craig and to correct John but met the old adage which says 
“familiarity brings contempt”.  Paul wanted to be democratic but found that even 
workers of the most junior ranks and ages took liberty to “advise” him or “censor” him 

even in the most embarrassing way. 
 

Frustrated and annoyed Paul walked into his office one morning and said, “In order to 
steer this ship out of the storm, I will have to develop a thick skin, grow porcupine 
thorns, clog my ears and move upstairs, democracy or no democracy! period!”   

  
Required: 

(a) Identify and differentiate management from leadership.                        3 Marks 

 

(b) Describe the structure of Blake and Mouton’s Managerial Grid (Nine cell 
model).                                                                                                  11 Marks 

 

(c) Using the grid described above, analyze the leadership styles used by the three 
managers in the case study.                  6 Marks 

(TOTAL : 20 MARKS) 
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7. (a) What is meant by the term “organizing”?        2 Marks 
   

(b) State three reasons why organizing is important.                           3 Marks 

 

(c) Of Henri Fayol’s principles of management, identify and explain five 
principles which relate to the function of organizing.               10 Marks 

   (TOTAL : 15 MARKS) 

 

8. (a) (i) Explain the meaning and role of Research as a business function.  

        1 Mark 

 
  (ii) How do “invention” and “innovation” relate to Research and 

 Development?                          2 Marks 
                  

(b) Name and explain any four types of research.           6 Marks 

  
(c) Name and explain four ways in which ideas for research may be generated. 

                                          6 Marks  

       (TOTAL : 15 MARKS) 

 

9. (a) What is meant by “stakeholder analysis”?         2 Marks 

 
(b) (i) Name two internal stakeholders and two external stakeholders.4 Marks   
 

 (ii) In each case, show what the stakeholder’s objectives are relative to the  
  company.                4 Marks 

 
(c) Show how conflicts might arise between a firm and three of the stakeholders 

mentioned above.                       5 Marks 

   (TOTAL : 15 MARKS) 
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