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Q1. a} Describe 2 main aspeels of multiproduct cost function in'a fivm dealing
with many products, [6 Miarks)

) Diseuss how the tollowing pricing decision strateges ean bo used in
firm o maximize their retums,

i) Extracting sucplus from consnmers

[5 Marks]
ii} Special cost and demand structures, [8 Marks)
1) Markets with iutense price COmpPEtition. [8 Marks)

Q2. a)Markel pawer, externalitics, public goods and incomplete information
are source of market failures. Explabs. [12 Marks]

b} Suggest tor the government solution to the each of the prablems in (a)

[8 Marks)
(3. a} Muzima Consultancy is in the process of proauring inputs for their new

prajects in Mombasa, Discuss with the manageimeit three methods nsed
ko procure inpits, [ 9 Marks]

b) Firm size is an element of market structure. Explaitt two measures of
industry concentration with relevart examples.

|6 Marks]
¢} Describe Rothschild index as used to measure demand aad market
conditions, [5 Marks)

4.a) Kenya Power has 2 monopoly of supplying electricity in Wenya, Describe
its potential the sources of monopoly power.

14 Marks]
b} Discuss profit maximisation in the following aligopoly settings,
1) Sweezy Oligopoly [8 Marks]
i) Cowmot Oligopoly [8 Marks]

3. Presente of uncertainty can have a profound impact on the ability of markets
o efficiently allocate resources. Discuss four instances where this exhibited.

20 Marks]



