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1. State four factors that may lead to shift in demand as shown in the diagram (4mks).
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· Fall in consumer disposable income
· During off peak season
· Future expectation of decrease in price
· Unfavourable terms of sale
· Unfavourable government policy
· Uneven distribution of income
2. Outline four methods of determining price of a product other than price mechanism ( 4mks )
· Tendering
· Auctioning
· Bargaining
· Government intervention
3. With an aid of an appropriate differentiate between complimentary goods from substitute goods 
Complementary goods are products that are used together e.g car and fuel
substitute goods are commodities thatcan be used instead of the other e.g coffee and tea
4. Outline four factors effect the supply of a product (4mks)
Price of a product
cost of production
Availability of factors of production
Price of other related products
Future expectation of changes in price
Entry of new firms into the entry
5. Highlight the factors a firm should consider on what goods and services to produce ( 4mks)
profitability
level of competition
Availability of resources
Demand/ market
Cost of production
6. State four factors that are used to determine the size of the firm ( 4mks)
Number of employees
Volume of output
Floor areas covered by premises
production method
market served
Capital invested
7. State four factors that influence the location of a firm
Availability of raw materials
Market availability
Appropriate transport and communication network
Availability of labour
Government policy
8.State four factors of localization of firms 
Encourages establishment of support businesses such as banks
attracts other firms
Easy disposal of waste
Encourages reation of employment
9. Outline five internal economies of scale
Marketing economies
Managerial economies
Financial economies
Research economies
Technical economies
Welfare economies
10. Outline four reasons for existence of small firms despite advantages of economies of scale 
Less capital required
simplicity of small firms
Flexibility of small firms
Quick decision making
Belief that small firm are more manageable
need to retain control
11. State four characteristics of perfect competition market 
Large number of buyers and sellers
Uniformity of products
Perfect knowledge of the market
freedom of entry and exit
No government interference
No excess demand or supply
12. Outline four source of monopoly power
Ownership of production right
Internal economies of scale
Additional costs of other firms
Size of the market
13 Outline four features of oligopoly
Few large firms
Interdependence in pricing and output
some firms products are similar
Firms engage in non-profit competition
firms may engage in price rigidity






