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QUESTION ONE
a) Differentiate between microeconomics and macroeconomics. Provide relevant examples to illustrate their roles in economic analysis.		          (2 marks)

b) Write short notes on the following:
i) Giffen good			                                                                 (1mark)
ii) Trade liberalization                                                                                   (1 mark)
iii) Choice 			                                                                 (1mark)
iv) 	Elasticity of supply		                                                       (1mark)
v) Theory of comparative advantage				              (1mark)                                             
vi) Specialization		                                                                 (1mark)
c) The table below shows the demand and supply schedules for a product.
Price (Sh. Per Kg.) Demand (Kg) Supply (Kg.)
	Price (Sh. Per Kg.) Supply (Kg.)
	 Demand (Kg)
	 Supply (Kg.)

	10
	100
	20

	20
	85
	36

	30
	70
	53

	40
	55
	70

	50
	40
	87

	60
	25
	103

	70
	10
	120


Required:
Plot the demand and supply curves and determine the equilibrium price and quantity.
                                                                                                                        (6 marks)
	
d) What are the aims and objectives of government economic policy? Discuss the trade-offs and conflicts that may arise in policy implementation.			(10 marks)		 
e) State TWO essentials of a market.							  (2 marks)
QUESTION TWO
a) What is meant by the term international trade?                                               (2 marks)
[bookmark: _Hlk204945218]b) Compare and contrast the theory of absolute advantage and the theory of comparative advantage. What are their implications for international trade?                         (7 marks)                                                                              
c) Explain the concepts of balance of trade and balance of payments. What are the causes and effects of imbalances in the balance of payments?                                     (6 marks)    

QUESTION THREE
a) Evaluate the impact of regional trade agreements such as COMESA and PTA on member countries’ economic performance.                                                          (8 marks)
b) Discuss the role of the central bank and commercial banks in a modern economy. How do they influence monetary policy and economic growth?                                  (4 marks)                                                       
c) What are the likely effects of an expansionary monetary policy in an economy.
                                                                                                                               (3 marks)
  QUESTION FOUR
(a) What is an indifference curve?                                                                      (1 marks)
(b) Outline the methodology of economics and examine how positive and normative economics influence economic policy formulation.                                                (6 marks)                                                
(c) Explain the various motives of holding money.                                             (4 marks)
(d) Explain using illustration, the nature of indifference curves for perfect substitutes and for complementary good.                                                                                     (4 marks)						      				       	
QUESTION FIVE
a) Discuss the characteristics of different market structures (perfect competition, monopoly, monopolistic competition, and oligopoly). Highlight their implications for price and output decisions.                                                                  (5 marks)    
b) [bookmark: _Hlk204946252]Critically examine the theory of production and explain the role of the law of diminishing returns in production decisions.                                                               (3 marks)
c) Discuss the theory of demand and supply. How do changes in market conditions affect equilibrium price and quantity?		                                           (5 marks)
d) Explain any TWO assumptions of Cardinalist approach to consumer utility problem                                                                                                     (2 marks)
QUESTION SIX
a) With the aid of a well labeled production possibility frontier (PPF) curve, explain how it can be of help in resource allocation.                                              (3 marks)                                                  
b) Explain why a firm in perfect competition may continue in the production of goods which it can only sell at a loss and why it cannot continue doing this indefinitely. 
                                                                                                                     (3 marks)                                                                                                                                                                                                                                             
c) Using the following demand and supply functions of a commodity x, compute the equilibrium price and quantity.
Qd = 100 - 2P
                                                              Qs = 40 + 4P                                              (4 marks)
[bookmark: _GoBack]      d)  Discuss the characteristics of different market structures (perfect competition, monopoly, monopolistic competition, and oligopoly). Highlight their implications for price and output decisions.                                                                                   (5 marks)                                            
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