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Question One
(a) Discuss the First Hicks-Marshall law of derived demand		(6marks)
(b) Given: Q = AKα Lβ		0<α,β<1
Find the relationship between the marginal product of labour and the average product of labour					(6marks)
 (b) A firm produces using a single input, labour, to produce output Q = 16L2. The commodity sells for KSh. 300 per unit and the wage rate is KSh. 150 per hour.
1. Find the profit maximising quantity of labour 		(5marks)
1. Find the profit maximising quantity of output 		(2marks)
1. What is the maximum profit 					(2marks)
(c) Discuss the factors which influence the supply of labour 		(4marks)

Question Two
1. Discuss how modern economists think trade unions can raise wages 											(8marks)
1. Using mathematical equations, show the relationship between marginal revenue product of labour and wage rates 		(7marks)

Question Three
 Discuss the following theories of labour:
1. Wage Fund theory							(5marks)
1. Marginal productivity theory of wages 				(5marks)
1. Taussig’s theory of wages						(5marks)


Question Four
(a) Discuss the causes of wage differentials.				(8marks)
(b) Using substitution and income effect derive and explain backward bending labour supply curve. 								(7marks)

Question Five
  (a) Explain the ways in which trade unions can raise the marginal productivity of labour 								(7marks)
  (b) Using mathematical illustration, show the relationship between marginal rate of technical substitution and the marginal products of two factor inputs. 												(8marks)
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