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QUESTION 1
a) Explain the law of diminishing marginal utility        
                      (3marks)


b) On what grounds Marshall’s cardinal utility has been criticized
    (6marks
                                                                     

c) Differentiate between explicit cost and implicit costs                    
    (4marks
)                                                                                  
d) Explain consumer’s equilibrium with indifference curve                (7 marks)
e) Using examples, explain what is demand for consumer goods         (5marks)
QUESTION 2
a) What is meant by revealed preference hypothesis? Explain Samuelsson revealed preference?                                                                                  (7 marks)                                                          
b) What is the relationship between average cost and marginal cost as the average cost is falling rising and at its minimum point?                 
 (8 marks)
QUESTION 3

a) Distinguish between returns to scale and return to a variable factors with the help of isoquants                                                                                            (5 marks)                              

b) Define firms’ equilibrium show that equality of marginal revenue with marginal cost is the necessary condition for firms’ equilibrium regarding price and output illustrate with a diagram.
                                                (10 marks)    
QUESTION 4                      
a) Explain the various features of a perfectively competitive market. (5marks)    
b) How is price of a commodity determined under perfectively competitive market?                                                                                                              (5marks)    
c) Explain in details the theory of consumer choice.                                 (5marks)    
QUESTION 5
                                                                                     
a) State and explain the assumption of the revealed preference of demand
                                                                                                                             (7 marks)
                                                           

b) Explain the following concepts of cost;-
i. Average fixed cost                                                                    (2 marks)
ii. Average variable cost                                                              (2 marks)
iii. Average total cost                                                                    (2 marks)
iv. Marginal cost 
                                                                     (2 marks)      
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