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INSTRUCTIONS TO CANDIDATES

You showld have the following for thiy examingtion
Answer boofdef; {
Scientific calculator
This paper consists of EIGHT guestions,
Answer any FIVE guestions in the answer booklet provided
All questions carry equal marks,
_Mavximum marks for each part of'a question are as shown,
Candidates should answer the questions in English.

‘This paper consists of 3 printed pages.

Candidates should check the question paper to ascertain that
all the pages are printed as indicated and that no questions are missing.
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(1) Explain four reasons for the downward ﬂll:rpmg of the demand eurve.

(ii)  OCutline any two exceptions of the law of demand. { 10 marks)

Explain five reasons for the disequilibrium in the bnlnn::e -::-f pnm:nls for developing
countries. . {10 ks

(i) With the sid of labelled diagrams, distinguish belween price ﬂﬂnrs and price
ceilimgs,

Onitline two effects ufpnnedemnu'ul to 4 economy, T {10 marks)

(11)

Explain five roles ui'cmﬂnmnll bauké in achieving mmmarﬁml ;:le:’ire!npmunl ina
cOuUntry, {10 marks)

Explain five instruments used to resu'inl intemational lr;u:l: {10 mm‘ka}

With the aid of di + explain the equilibrium position of a perl‘e-:l.l_!..' :nn‘rpchtr'-ru '
firm in the ghort run. (10 miarks)
Explain any five types of unemployment in developing countries, (10 moarks)
{i} Define the temm taxation.

{ii)  Explain siny four principle Eum:tu@s of taxation in & country. {10 marks)

(1) W'lh the aid of a disgram, ;Immbc indifference curve.
(1)  With the aid of alcl::tchn.auﬁtﬁlm the nature of indifference curves for the perfect
substitutes and for ::m{tp‘l&mmin:y gonds, (10 marks)

Explain five causes of qmﬁmmy in the distribution of wealth smongst individuals.

- {10 marks)
(i)  Define liquidity ratio s applied in Economiks,
(i) Highlight three motives of holding mofi¢y in cash form. (& marks)
Table 1 represents economic transactions for hypothetical oconomy ' in billians of
shillings, -
ba-=Tible |
W Total output Intermediate purchases
Kshs. Billions Kshs. Billions e
| Agriculture : 30 L7 10
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Calculate the Gross National Product of this sy using the value added

(i}
approach,
(i) If deprecistion and indirect laxes are § hillion an:l 7 billion mapucl.wnly. find the
Net Domestic Product at both market prices and factor cost.
(iii)  Distinguish between multiplier and marginal efliciency ol capital. (12 marks)
Explain five obstacles to agggultural development in less developed countries,
{ 10 miarks)
Describe the following as used 1n Economics: :
i} production possibility curve; e, 5!
utility; - .
iy comparative cost theory; L )
1 1 devaluation policy;” Y Y
(v}  price discrimination L= { 10 morks)
(1) Define economies of scale,
ﬁl',‘l Explain four types of imternal economies of scale: { 10 marks)
Expluu: five factors thal may hinder economic ]Jlmm.ng in a developing mumry
A e . (10 marks)
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