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INSTRUCTIONS

Answer question ONE(COMPULSORY)  and  any other  two  questions

QUESTION ONE

a)  Define clearly  the  following terms  as  used in  economics  giving  examples

i) Merit  goods









2mks

ii)  Command  economy








2mks

iii)  Price  Mechanism 








3mks

iv)  Point  elasticity of  demand 







3mks

b) The following  function represents the market  demand  and  supply  for  commodity x

Qd  = 10  - 3/8P

Qs  =  -15  +  6P

P  is  price  of  commodity

Qd  is  quantity demanded of  commodity x

Qs  is  quantity  supplied of  commodity  x

Required

i) The  equilibrium  price  and  quantity  of  Commodity  x



4mks

ii) With  the  aid  of  a  diagram, show  the  effect of  simultaneous  increase  in demand  and  supply  of  commodity  x  on the  equilibrium  price  and  quantity  in (b)  above
4mks
c)  Define  elasticity of  supply  of  commodity x on  the  equilibrium  price  and  quantity  in  (b)  above










4mks

d)  Explain  what  is  meant  by  a  production  possibility curve



4mks

QUESTION TWO
i)  Differentiate  between  Giffen  and  Veblem  goods  and  give relevant  examples
10mks

ii)Define  the  term  production  and  explain  three  levels  of  production  

5mks

iii)  Outline  the limitations  of  cardinal  utility  theories




5mks

QUESTION THREE

i)  Define  the  term  price  discrimination and  give  examples



6mks

ii)  Distinguish  between  perfect  competition  and  monopolistic  competition  
6mks

iii)  Distinguish  between increasing returns  to  scale  and  decreasing  returns  to  scale












8mks

QUESTION  FOUR

i)  Distinguish between  micro  economics and  macro  economics


6mks

ii)  Discuss how  the  price  mechanism  allocates  resources  in  a free  market  system 8mks

iii)  Write  short  notes  on  the following  


a)  Scarcity and choice








3mks

b) Opportunity  cost









3mks
