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SECTION A (COMPULSORY)

QUESTION ONE.

Write short notes on the following:

(a)Scarcity and choice (Smks)

(b) Price elasticity of demand (5mks)

(c) Positive economics vs. normative economics (5mks)

(d) Define the term “opportunity cost” (5mks)

(e) Explain FIVE ways in which the study of Economics is important (5mks)
(f) Highlight FIVE advantages of specialization (5 marks)

SECTION B (ANSWER ANT TWO QUESTIONS FROM THIS SECTION)

QUESTION TWO.

(a)With aid of a well-labeled diagram, distinguish between movement along the supply curve
and shift in supply curve (8 mks)

(b) Explain THREE characteristics of oligopoly? (6mks)

(c) Using a well illustrated diagram, explain why prices are “sticky” downward under
oligopolistic market (6 mks)

QUESTION THREE.

(a)Explain five assumptions associated to perfect competition (10mks)

(b) Using relevant examples, describe five ways in which a firm may acquire monopoly position
(10mks) :

QUESTION FOUR.
(a) Explain six barriers to the mobility of labour. (10 mks)

(b) With aid of an appropriate diagram, explain how the price of a commodity is determined
in a free market situation. (10 mks)

QUESTION FIVE

(a) Using ordinal approach show clearly and describe the equilibrium position of a rational
consumer (10 mks)
(b) Given the following cost function;

C=20-4Q Q +3Q +17

Find:

(1) The Fixed Costs (FC)  (2mks)

(ii) The Average Variable Costs with respect to Q1 (AVC) (2mks)
(iii)  The Average Total Cost with respect to Q2 (ATC)  (3mks)

(iv)  The Average Fixed Costs with respect to Q1 (AFC) (3 mks)
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