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1. Answer Question ONE (COMPULSORY) and ANY other 2 questions
2. Candidates are advised not to write on the question paper.

3. Candidates must hand in their answer booklets to the invigilator while in the examination
room.



QUESTION ONE

a) Define the following terms as used in Economics

l. Economic system (2mks)
Il.  Market equilibrium (2mks)
I1l.  Oligopoly (2mks)
IV. Indifference curve (2mks)
V. Budget line (2mks)
b) Explain five ways in which prices are set in the market. (5mks)
I.  Briefly explain the approaches used by economists to measure utility. (5mks)
Il.  Outline five assumptions of pareto efficiency. (5mks)
1. Explain five economies of scale accruing to a firm operating on large scale.

(5mks)
QUESTION TWO
a) Using suitable examples, explain the law of diminishing marginal utility.
(10mks)
b) Explain the assumptions of cardinality approach to consumer behavior.
(10mks)
QUESTION THREE

a) Explain the various ways of product differentiation in the market. (10mks)

b) With the aid of a diagram, explain profit maximization under perfect competition
markets. (10mks)

QUESTION FOUR

a) Outline five features of game theory. (5mks)
b) Explain the dilemma of two prisoners and its application in modern Economics.
(15mks)

QUESTION FIVE

a) With the aid of a diagram explain the relationship between the various costs of a firm.
(10mks)

b) What are the distinctive features that make monopolies undesirable in an economy?
(10mks)



