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This paper consists of 3 printed pages.

Candidates shouald check the question paper (o ascertain that all the
pages are printed s indicated and that no questions are missing.

€ 2017 The Kenya Matipnal Exominanons Courmil Tarn over




{b)

%{.}'

(b)

Ot iNov. 2007

(i)  Explain five importance of elasticity of demand in decigion making.
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(ii)  Outline six effects of price decontrol on an economy” . s — 7 (16 marks)
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Table 1 shows the data on price per unit and quantity supphied of o certain product,
Tabile 1
Price per unit (Kshs) 14 12 10 B 6 3

Quantity supplicd {(units) | 16,000 [ 14,000 | 10000 (9000 5000 |0

Calculate the price elasticity of supply if price decreases from Kshs 10 10 Ksh 6.
s o @ )
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Table 2 shows the deta of & national income in trillions of shullings of country X",

Table 2
Shas, Trillion
Gross Domestic Product ,\E'TI.I.E-
Transfer payments C\\ B4
Exports 2 O 162
Business taxes R\ 202
Undistributed profits of comy ' B 12.8
Personal income taxes 56.8
Imports 184
Indirect taxes jess subsidies 3035 2
Social security contribution 124 por=f=a =it
Calculate:

(i) Gross National Product; — = '
(i)  Net National Product; —

(i}  Net National Income at factor cost;
fivi  Personal [ncome;

(v}  Disposable Personal Income. {10 marks)
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Explain five obstacles o industrial development in less developed countries.
. (10 marks)

(i} Define the term monctary policy.—

(ii): Describe four monetary instruments which are used mcmtmlmr.lrngulm:
mongy supply in the economy. L Ay (10 marks)

Outline five differences between peivate !EE'».P".EEL lmtﬂi Cumpanies. (10 marks)
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wmmmmmw;mmmmumm position of 3 monopolistic
competitive market structure i the short mun. (10 marks)

] Define ‘free market economic system'>
(i} [lﬂ.linnﬂyhm'limlmdmnffmmtﬂtmmmlﬂ:}m. (1 marks}

bai I‘hfl of veloping coumries. (10 marks
Exp f. mﬁm B e ’%L‘“_.% { )

Dnlh'mﬁrwmlﬂnfmmmlhmhmmmmy._ {8 marks}

“With illustrations, mmwmﬂaﬁmqw (4 marks)
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{ii)  Explain five policy res that the government can adopt to deal with
unemployment. *wﬁ ay Pl [tﬂ marks)
Exphnhhmﬁmﬂumm;mmmdmmuu:MImum = )
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(i) State the law of variable proportions. ¥
(i)  Outline four assumptions of the law of variable proportions. - (6 marks)
i) Explain the property of convexity to the origin of an indifference curve,

(i)  Using the cardinalist :pmnﬁmfmmu::ﬂtﬁhﬂiﬂmdisﬁng\ﬂ!hm
income and substitution effects of a price nse for a normal good. {14 marks)
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