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1.(i) Define the law of demand ,demand function and demand curve

(ii) Briefly explain the law ofdiminishing marginal utiliry. 
(05 Marks)

(iii) How does Maxshall derive the demend curve from utilitv functions? !05.Marko

(iv) What are the main characteristics ofordinal utility theory? 
(05 Marks)

(05 Marks)
(Total 20 Marks)

2. (i) Graphically explain the relationships between Marginal, average

. (ii) what is the law of diminishing marginal retums

(iii) Consider the production f,mction Y = 80 + 4X 0.04 X2
(a) Derive average and marginal ptoduction flmctions
(b) Find the level ofX , where total product reaches its marimun.
(c) Find the level ofinpLrt at the inJlexion point.

(iv) Explain the marginal rate oftecbnical substiturion?

alld total product
(06 Marks)

(03 Marks)

!09 
Mad<s)

(05 Marks)
(Total 20 Marks)

(03 Marks)
variabl! cost

3. (i) Consider the following cost function
TC:5Q'z+11Q+16

(a) Find the level of AVC,AC and MC when output level is j

ft) Find the level of output at which marginal cost curve cuts average
curye

(c) Use the equation to prove that the AFc curve never cuts the horiroo,A(?i#utot)
(02 Markt


