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                                              TIME: 2 HOURS
INSTRUCTIONS: ANSWER QUESTION ONE AND AN OTHER TWO
QUESTION ONE 

(i) Define the term equilibrium point as used in economics and discuss the three types of equilibrium.







(9 marks )
(ii) Explain minimum and maximum price control with the help of well labeled diagrams(10 marks )

(iii) Given a demand function P = 5 -1/4 Q. Calculate total revenue marginal revenue and average revenue 








(6 marks
(iv) Outline five characteristics of perfectly competitive market.                
(5 marks)

QUESTION TWO
a) You are given two functions; the demand function and the supply function as follows: Demand function Qd = 3550 - 266p 

Supply function     Qs = 1526 + 240p 

Required: 

Determine the equilibrium market price and quantity.                  (10 marks)                      


(b) Describe the production possibility frontier
(10 marks)
QUESTION THREE
Specialization refers to the concentration of activity in those lines of production where the individual, firm or country has natural or acquired an advantage. Adam Smith drew 
attention to the importance of division of labour in his book, the wealth of nations. He 
was fundamentally concerned with division of labour of a particular industry where the 
manufacture of products was broken down into many specialized activities. Discuss the disadvantages of specialization.  






(20 marks)
QUESTION FOUR

(a) Outline five sources of monopoly power. 




( 5marks)
(b) There are some demand curves that slopes upwards from left to right showing that as the 
prices of a product rise more is demanded and vice versa. Explain why this is so.(15 marks)
