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1. a. What are the basic problems ofan economic system? FIow do they arise due to th€
scarcitl oI resources?

c. Explain how the basic economic probtems ofan economy are solveo u,' 
" 

,r""(o,J#Xto')
economy

d. What is increasing oppoftunity cost ola commodity? Explain the R"o.on. ,ort06 
tutO"

increasing opportunity cost with a diagram
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2, a. Distinguish between Total Utiiify and Marginal Utitity

b. Explain the Law ofDiminishing Marginal Utility

c. You are given the followillg Dentand and supply functions

ed=r00 2p
q- l0 +0sP

Which js the price that makes es and ed be equal?

d. What arc the main determining lactors ofnarket demand for a comnodity?

(05 Marks)

(05 Marks)

(5 Marks)

(5 Marks)

L a. Explain the tlrrec stages ofshorFrun production funclion with a djagram

b.ExplaintherelationshipbefweenAveragc!osrandMarginalcostin.lro.t.r,,(rl,,81ilotk.)
diagrarn

c. Explain the shofl run equilibrium ofa pcrfccl competitive fifln witl, u o,u*rurn(outot*t)
(06 Marks)
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4. a. Explain the circular flow ofincome in a simple economy rvith dirgmm

c. Brielly explain rhe main funcrions oimoney

d. Distinguish between a central Bank and a Commercial Bank

5. Briefly explain the following

a) Comparativeadvantage
b) price Elasticity
c) Monopoiy power
d) Floating exchange rate
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