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QUESTION ONE

Briefly discuss factors of production in economics. (25mks)

QUESTION TWO

a) What do you understand by the term market structure? (2mks)

b) Explain 4 types of market structures giving implications of operating in each structure.
(20mks)

c) Explain briefly the term barriers to entry as used in economics (3mks)

QUESTION THREE

a) In the recent years, companies have been merging to function as one enterprise. A good
example is the merger between CFC-STANBIC banks in Kenya.

i.  What are the reasons for such mergers in the business sector? (5mks)
ii.  Give other examples of mergers in Kenya or globally today. (5mks)
iii.  What are implications of running an enterprise as a merger? (5mks)

b) describe the service economy as one of the sectors of the economy, illustrating with examples
(10mks)

QUESTION FOUR

a) Explain briefly 5 factors that affect the demand of a product or service ~ (10mks)
b) i) With the aid of a diagram, illustrate the normal relationship of price and demand
(5mks)
i) What does the term elasticity of demand mean? (5mks)
iii) The price of sugar increased by 50% in Kenya in 2011, leading to a reduction in
demand by 25%. What is the price elasticity of sugar? What does the price elasticity
figure obtained mean?

QUESTION FIVE

a) describe the role of the government in the economy of a country (10mks)
b) what factors contribute to inflation of products and services prices and what are possible
remedies to inflation? (15mks)



