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INSTRUCTIONS: Answer question one and any other two questions

QUESTION ONE (30 MARKS)
a) Briefly explain three exceptions to the law of demand			(4 marks)
b) Briefly describe the relationship between scarcity, choice and opportunity cost	
(6 marks)
c) State any five main characteristics of a monopoly market			(5 marks)
d) Explain the following terms using appropriate examples			(5 marks)
(i) Fixed costs
(ii) Variable costs
(iii) Total costs
(iv) Average costs
(v) Marginal costs
e) Briefly discuss five main reasons for high supply of a commodity in a market	
(10 marks)


SECTION B (20 MARKS)
QUESTION ONE
a) Discuss five conditions that favour the effective use of price discrimination	
(10 marks)
b) State the law of variables proportion (diminishing returns) and using appropriate graph explain the stages of production explained by the law			(10 marks)
QUESTION THREE (20 MARKS)
a) With the aid of an appropriate diagram, explain how the price of a commodity is determined in a free market situation						(10 marks)
b) Explain five factors that determine price elasticity of demand		(10 marks)
QUESTION FOUR (20 MARKS)
a) Discuss five main ways in which the size of a firm may be determined	(10 marks)
b) Discuss five advantages of a centrally planned economy			(10 marks)
QUESTION FIVE (20 MARKS)
a) Discuss the barriers to occupational mobility of labour			(10 marks)
b) Discuss five limitations of utility (cardinal utility) as explained by cardinalist marginal utility approach								(10 marks)
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