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INSTRUCTIONS: Answer Question ONE and any other TWO questions.

QUESTION ONE (30 MARKS)

a) Explainthe following terms: (5 Marks)

i Economics

ii. Economic efficiency

iii. Marginal costs

iv. Trade-off

V. Utility
b) Explain three important of cost-benefit analysisin making health care decisions.

(6 Marks)

c) Explain the difference between microeconomics and Macroeconomics. (6 Marks)
d) Explain three clement of Market conduct. (6 Marks)
e) Explainfive factorsthat affect demand. (5 Marks)
f) Statetwo direct non-medical costs (2 Marks)

QUESTION TWO (20 MARKS)

Discuss five factors that would affect demand for health insurance. (20 Marks)

QUESTION THREE (20 MARKYS)

Discuss five methods of government intervention in Economics. (20 Marks)
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QUESTION FOUR (20 MARKYS)

Lest us consider a situation where price of consultancy from a physician has increased from
Ksh.7 to Ksh.8 and as a result of this demand for physician services has declined from 50
visit to 48 visits.

Calculate the following;

i Percentage change in demand (5 Marks)
ii. Percentage change in price (5 Marks)
iii. Price elaticity of demand (5 Marks)
iv. From above findings interpret the Elasticity of Demand. (5 Marks)

Meru University of Science & Technology is ISO 9001:2015 Certified
Foundation of Innovations Page 2



