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QUESTION ONE
1.(a)Define the following concepts as used in economics:

[.  Scarcity (1 mark)

II.  Choice (1 mark)
III.  Opportunity cost (1 mark)
IV.  Rational self interest (1 mark)

b) Explain three assumptions of the cardinal theory/the marginal utility approach
( 6 marks)

c) Differentiate between the two main branches of economics giving relevant examples of
each.

(4 marks)
d) Explain the cannons of taxation according to Adam Smith. (8 marks)
e) State three properties of indifference curves. (3 marks)
QUESTION TWO
a) explain the main dimensions of market structures (8 marks)
b) Explain the challenges encountered in measuring national income (7 marks)
QUESTION THREE
a) Explain five functions of taxation (10 marks)
b) Discuss the two main ways through which a monopolistic situation can be created

(5 marks)
QUESTION FOUR
a) Distinguish between perfect competition and oligopoly market structures (10 marks)
b) Explain the factors of production (5 marks)
QUESTION FIVE

a) You are given the following data of company A. Use it to calculate the average product
and the marginal product.
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(10 marks)
b) With a well diagram, explain the circular flow of income with two sectors only (5 marks)
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