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QUESTION ONE
{a) What are the causes of monopoly? Is monopoly desirable?

{10marks)
(b) With examples, differentiate between positive and nermative
economics (Smarks)

(c) Differentiate between movements along demand curve and shift
of demand curve and highlight the determinants of each case.

Hlustrate with diagrams {10marks}
(d) Explain the goods that exhibit positive and negative elasticities
of demand {5marks)
QUESTION TWO

(a)State the differenve between explicit and implicit costs of
production and peometrically derive average and marginal
products ' {8marks)

{b)Describe the features of a perfectly competitive market and the
demand curves of firms in this market and their profit

maximization conditions (6marks)
{c} Differentiate between budgei and isocost lines with the aid of
diagrams _ (6marks)
QUESTION THREE

Given a demand function for 2 monopoly firm as p=20-q and cost
function as C=q” +8¢+2
fa) What output level maximizes total profit and what are the
corresponding values of price, profit and total revenue?  (9marks)
(b)What output level maximizes sales in value and what are the
corresponding values of price, profit and total revenue?(bmarks)
(2) Prave that the profit of the firm is maximum (5marks)

QUESTION FOUR
(a) Given a demand function of the form:
Q=1000-20p
Caloulate the price elasticity of demand when
P=100 and g=800 ; (Smarks)
(b) Explain the determinants of elasticity of supply of a good
{10marks)
(¢} Using 4 diagram differentiate between producer surplus and consumer
surpius (5marks)



QUESTION FIVE

(2) In the short run, it is argued that production occurs only in the stage IL.
What is this stage Il and why it is so important in production. lustrate
with a diagram. {(8marks)

(b) Indifferent curve do not intersect. Explain using a diagram and highlight
its propeities _ {(6marks)
(c) What are the causes of monopoly market? (6marks)




