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QUESTION ONE: COMPULSORY

a. Explain three types of equilibrium. (6Marks)
b. Explain three exceptions of the law of diminishing marginal returns. (6 Marks)
c. Describe four factors of production. ( 8 Marks)
d. Discuss five determinants of demand. ( 10 Marks)
e. Using a diagram explain the production possibility frontier. (10 Marks)
QUESTION TWO
a. Explain three properties of indifference curves. ( 6 Marks)
b. Describe the three stages associated with the law of variable proportions. (9 Marks)
QUESTION THREE

Explain the following economic concepts.

i.  Scarcity and choice. (4 Marks)
ii.  Price elasticity of demand. (5 Marks)
iii.  Substitution and income effects of price change. (6 Marks)
QUESTION FOUR
a. Using an example in each case, distinguish normative economics from positive
economics. ( 5 Marks)
b. Discuss five characteristics of perfect markets. (10 Marks)
QUESTION FIVE
a. Explain two assumptions of isocosts. (5 Marks)
b. Discuss five types of oligopolies. ( 10 Marks).
QUESTION SIX
a. Explain two advantages of a monopoly. (4 Marks)

b. The demand function and supply function of ABC company are as follows:
Demand function : Qd = 3550- 266p
Supply function: Qs = 1526 + 240p

Required:
i.  Equilibrium price (3 Marks)
ii.  Equilibrium quantity (2 Marks)

c. Suppose that the total cost function of a firm operating in the short run is given by
TC = Q* + 5Q+6 Find

(1) The ATC function (1 Mark)
(i1) The average variable cost function (2 Marks)
(ii1) The marginal cost function (3 Marks)
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