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

QUESTION ONE 

a)	Explain the following terms as used in economics (10 marks)

i)	Scarcity, choice and opportunity cost 
ii)	Indifference curves 
iii)	Production possibility frontier 
iv)	Micro and macro economics 

b)	Explain five applications of the knowledge of price elasticity of demand (10 marks)

c)	A free market gives rise to certain inefficiencies called market failures i.e. where the 	market fails to provide an optimum allocation of resources. Discuss five such failures
	 (10 marks)

QUESTIONTWO 

a)	Explain the factors that influence the demand for a product (10 marks)

b)	Explain five increasing returns to scale (10 marks)

QUESTION THREE 

a)	With the aid of a diagram, describe how a firm under monopoly maximizes profit in the 	long run (10 marks)

b)	Explain the importance of economics studies (10 marks)

QUESTION FOUR 

a)	With the aid of diagrams describe the effect of increase or decrease in demand on 	equilibrium price (10 marks)

b)	Outline five limitations of the cardinal utility theory (10 marks)
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