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     TIME: 2 HOURS
INSTRUCTIONS:   
ANSWER QUESTION ONE (COMPULSORY) AND ANY OTHER TWO QUESTIONS

Question One (30 Marks)
a)
What is the difference between micro-economics and macro-economics?
(5 Marks)

b)
Write short notes to explain the following concepts as used in economics (use examples and illustrations where necessary):

(i) Scarcity







(5 Marks)

(ii) Opportunity cost






(5 Marks)

(iii) Factors of production






(5 Marks)

(iv) Market supply







(5 Marks)

(v) Cardinal utility approach





(5 Marks)

Question Two (20 Marks)
a)
State the law of demand and supply (equilibrium).



(5 Marks)

b)
The market mechanism is the tendency for prices to change until the quantity demanded equals quantity supplied.  Using illustrations provide an explanation on how the market adjusts to the market equilibrium when the price in the market is not originally set at the market equilibrium price.






(15 Marks)

Question Three (20 Marks)
a)
Define the term economic system.





(5 Marks)
b)
Giving examples, explain how the various economic systems answer the basic economic questions.








(5 Marks)

c)
Compare and contrast market and command economic systems.

(10 Marks)


Question Four (20 Marks)
a)
Explain how a firm operating in an oligopolistic market might attempt to increase its market share.








(10 Marks)

b)
Evaluate the view that producers and not consumers are the main beneficiaries of oligopolistic market structures.





(10 Marks)

Question Five (20 Marks)

a)
Explain the necessary conditions for price discrimination to take place.
(5 Marks)
b)
Discuss the advantages and disadvantages of price discrimination for consumers and producers.








(5 Marks)

c)
Using at least one diagram, explain the difference between profit maximization and sales revenue maximization goals of the firm.




(10 Marks)
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