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INSTRUCTIONS: 
ANSWER QUESTION ONE [COMPULSORY] AND ANY OTHER TWO QUESTIONS 
=========================================================
QUESTION ONE [COMPULSORY] [ 30 MARKS]
(a) Distinguish  between   the following  terms  [15 marks]
(i)  Demand  curve and demand schedule 
(ii) Microeconomics  and macroeconomics 
(iii) Consumer  surplus  and producer  surplus 
(iv) Monopoly   markets and monopolistic  market 
(v) Isocost line  and isoquants 
(b) The  fact that a firm  is in equilibrium does not necessarily  mean that it is making profits.  Do  you agree with this statement?  Illustrate your detailed  answer  with the aid of well labeled  diagrams.   [15 marks]

QUESTION TWO 
(a) Use a well labeled  diagram to distinguish between   income and substitution   effect for a normal good after decrease in price of commodity X ceteris paribus   [8 marks]
(b) Explain  briefly the assumptions made under the cardinal approach. 											 [4 marks]
(c) Briefly  explain the meaning of 
(i)  Marginal utility   [4 marks]
(ii) Law of variable proportions   [4 marks]

QUESTION THREE 
(a) With  the aid of relevant diagram, explain  the distribution among the  three types of  production  curves.  [10 marks]
(b) Clearly explain  the difference between  an isoquant and marginal rate of substitution.							   [4 marks]
(c) Explain  the term return scale and distinguish   different  forms of return to scale.								   [6 marks]

QUESTION FOUR 
(a) Clearly  distinguish  between  a perfectly  competition  firm and a monopoly.									    [8 marks]
(b) Using  a well  labeled  diagram  describe  the relationship  between average  total cost (ATC) ,  variable  cost  (AVC) and marginal cost  (MC) 										 [12 marks]
QUESTION FIVE 
The data in the table  represent a production   function  in which labour is a 
variable 

Labour  (hours)	Total physical  product
1			15
2			35
3			60
4			90
5			120
6			144
7			158
8			160
9			60
10			158
(a) Calculate the marginal  products and average products  at each level of labour. 			[6marks]
(b) Sketch on the  same  axes  the graph of marginal, average and total products  and label  the three stages  of production  in the short  run.  [6 marks]
(c) Explain  the characteristics of each of the above  stages of production.   Which stage should a rational produce  operate in and why?  [8 marks]
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