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QUESTION ONE (COMPULSORY)
(a) Briefly discuss the factors which affect the own price elasticity of demand. [4 marks]

(b) Explain why small firms continue to survive despite the advantage of large scales production
[8 marks]
(c) Explain the main characteristics of indifference curves. [6 marks]

(d) The table below shows the demand and supply schedules for a product.

Price (Sh. Per Demand Supply

Kg.) (Kg) (Kg.)
10 100 20
20 85 36
30 70 53
40 55 70
50 40 87
60 25 103
70 10 120

Required:

i.  Plot the demand and supply curves and determine the equilibrium price and quantity [7 marks]

QUESTION TWO

More economies are currently opting for free market systems as opposed to controlled systems.

Compare the two systems describing their respective advantages and disadvantages. [15 marks]

SEM 11, 17/18 main exam (06/04-19/04/18) 2 Good Luck — Exams Office



Ser. No. EDU 195/18

QUESTION THREE

(a) Clearly explain the distinction between supply, demand and equilibrium price. [6 marks]
(b) State and briefly explain any four main factors that may cause a fall in the supply of a good in the
market. [4 marks]

(c) Outline the limitations of cardinal utility theories. [5 marks]

QUESTION FOUR

(a) What are the main factors of production [4 marks]
(b) Explain five factors influencing the location of a firm in Kenya [5 marks]
(c) Briefly explain three (3) significance of mobility of factors of production. [6 marks]

QUESTION FIVE

(a) What is meant by economies and diseconomies of scale [4 marks]

(b) Briefly explain types of internal economies of scale to a firm. [6 marks]

(c) Describe the relationship between the short run and long run average cost curves [5 marks]
QUESTION SIX

(a) With the help of a diagram, explain the price-output position of a firm under monopolistic market
structure in the long run period. [7 marks]
(b) Compare and contrast equilibrium of a firm under perfect competition and monopoly market

structure [8 marks]
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