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            TIME: 2 HOURS
INSTRUCTIONS:   
ANSWER QUESTION ONE AND ANY OTHER TWO QUESTIONS 
Question One (30 Marks)
Write short notes to differentiate the terms below:


a)
Marginal utility and total utility





(6 Marks)
b)
Monopoly and monopolistic competition market



(6 Marks)

c)
Change in demand and change in quantity demanded


(6 Marks)

d)
Indifference curves and isoquants





(6 Marks)

e)
Ordinal utility and cardinal utility





(6 Marks)

Question Two (20 Marks)

a)
What do you understand by the term economic systems?


(5 Marks)

b)
Discuss the three (3) key economic questions and their role in the formulation of economic systems.







(6 Marks)

c)
Discuss the role of the Kenyan Government in regulating the economic system.










(9 Marks)

Question Three (20 Marks)

	Labour
	Output
	Marginal product
	Fixed costs
	Variable costs
	Total costs

	0
	0
	
	
	
	

	1
	100
	
	
	
	

	2
	180
	
	
	
	

	3
	240
	
	
	
	

	4
	280
	
	
	
	

	5
	300
	
	
	
	

	6
	300
	
	
	
	


a)
Calculate and fill the columns above.





(6 Marks)

b)
Draw Victor’s production curve in the short – run and use it to explain the different levels he will operate at with increase in labour.



(9 Marks)

c)
What optimum number of labour will give Victor maximum returns?  Explain.











(6 Marks)

 Question Four (20 Marks)

a)
Discuss four (4) variables that influence demand.



(8 Marks)

b)
Suppose the demand and supply curves for eggs in Nakuru County are given by the following equations:


Qd = 1000 – 2P


Qs = 100 + 4P


Where Qd = hundreds of dozen of eggs the population of Nakuru is likely to consume each year and Qs = the millions of dozens of eggs the Nakuru farmers are likely to sell each year.


P is price per dozen eggs

	Price
	50
	100
	150
	200
	250
	300

	Qd
	
	
	
	
	
	

	Qs
	
	
	
	
	
	


(i) Graph the demand and supply curves and clearly indicate the equilibrium price and equilibrium quantity.





(8 Marks)

(ii) Explain what would happen if the suppliers set the price of each dozen of eggs at Kshs. 250.







(4 Marks)
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