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l.
L 1'he problem ofchoice betwcen the various uses ol,rcsorrrces ariscs becausc

a. Resource< lrc setrec
b. Resources havc al(ernalive use

, c. Produotivily ol'scarce resources valjous in their alternativc use and
producors want to Inaximize thcir profit

2. Srhich ofthc lollowing statemellt is true?
a. Thc desire 1br a commodity backed by ability and willirgness to pir) is

demand
b. The demalcl lcrr a comnodity is inversely related to the price oi.its

substitutes
c. Denand fbr car and pricc ofpetrol are inverscly related.

I When total utility jtlcreases, marginal, ulility is
a. Negative and increasing.
h. Ncgative and Ll<cliring.
c. Positive ancl declining.

4. At the equilibrimr, the slope olthc indilhrence oune is
a. Greater than thc slope ofthe budgel line.
b. Equal to the slope ofthe buclgct linc.
c. Snaller than the slope oflhe budget line.

-5.'fho law ofdirninishing relurns inlplics that
a. Qualtlil) ofar infut is itr(r(aj t!1.

b. Qua'rtity ofaD i.rI t is LlecrearjnC.
c. Quiurtity ofan rrtrtp t rj decrcdsirlg

6. Cormider the cost fcrnction C= l0 + 2e + e2 ancl p :22, the prolit is maxinunr
when the output is

a. 20 Units.
b. l0 Units.
c. 8 Units.
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7. l'he MC curve ijrtersects the AVC
' ' porrt. I he above statcnrent is truef 

and the Ac cun'e iit thei. nlinimunr
a. Alwavs
b. Nevei.
c. SoDleline.

8. \Vhich ofthc lollovrin6 starcruents is rorlcet..,a A lrrnl l. a pricc - ntcl.er rnder pcrle(t compctrlion.b. Under perfcct !ompetition ac rrc( eDtr) ancl rrec uxir i. 
",lllnl 

fi)"tl in p'i(-c t^i)et.. ir' n l( " Mll

9. Which onrhe rorouirrs is rror 
"n 

rrrno''' 
'n""'ttt"'ric "Llcr 

nrul)opul)

u jr ,noL., po..iir. ;;;;,il;l:::iiT.'."* ror ndtional irrcor'e ac,:ounri'g 'in rlre euonorrrv 
-.. . ...,,,urs oT utc orlput of fi rriLl good..rncl serr rr.e,

b. it permits rneasurcmeDt of tc tt enabies 
't'" "..onon"t,.,,,lllconunric 

efficicnc) ol'tlrc econom)
ecorrorn) orcr.r o.rioa ot,i,l,lln "'t 

gro\\4h or decline uIrhe

10. (iD? in an ecoromy is lj 3.452 bilti
f]jjron. gov"rnr"n, pur"t,^", *. so|" Slnsuner 

ex pcn,lilurc are g 2.J41
billion. Net erpor.t,c - - *' ur do) hrlllul) lnd gross irr!estrrrerrr is $J78

a. -g t35 bi ion
b. g 93 bi|ion
c. $ 123 biuion

( 2x l0 lr.larks)

Part Il

Ill.

Il.

L Whal c,onstrainls Llrcs ll,e c n iumcr tnutiliLy from personal c"n",;';;;.','' 
racc ir^cclirre Io rna\irrri/e Lhe rolal

I;ii:il ill 
*u*"' rn'rhc,nari('allv rhe co,',ti,iu,,, tu, .u,,.,,n,", '5 

M'' [''

I,:-fl::'"* fabtc shows an indivi,Jual nr.rrgrnrl ,,,jti,) f", .r,,l,sn#it:.,,.. ano Y. SUppose the price ol.corrlhn,t
^p."r una rt . .on.r,nir:.''*".riil'i, ,1,]" 

x and uomnru'Jir) Y are I0
cnrirc incorne on ,i; i;; ";;;;:J;:r/ 

ruFecs p( r weet.. I t(./stre sfellr

f;ri,"l;to'" 
nt* *" 

"tt'tsumer 
spe'd the iDcome in order maxiDize thc rolal

Wlut is the total utiJity r-eceived by thc consumer
b.
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3. Explain the various rype of business organizations. 
i !l X e{e- B nX

lXfj:'J:*nt 
oa 

""'"c ancl AVC curve conlc closer wtren or{rtrrFr

'.'

_*,!t _Ur 
r,'l un(l.:rslarJ I") iso-quant .rnJ rla"gin, rarcni?

sLrDsutuhon.,
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4. i.

ii.

Consider tire lbllowing Cobb Dauglus procluction linctioD

Q=Ko25 Lor

Deterntinc the lirDclioD exhibits iDcreasi
to scale, llg, constant and decrcasing relulrl

(4x5 Marks)

Britn) stale lhe basic diftFrcrrcc berueerr rh,.,n,,,,^,r^r-rw ",,.r ^.-.^ ^lifln? 3n the tnonopololy ard perfect competihve

Distlxguish between nloDopolist excess protir ecluiJibritun aud contpetitivc fimt,sexccss profit equilibriun in short run.

Wh,rt.irc lhe sortrces thar midht crcarc rarious lJnc: ol.n)unopl,l)..

Do ]ou,cerec that perlec.. eontpclitinl lcdJ:, to opti,nl I lc\ cl ,,, ,,utp r It lhc

1lt,

iv.

(,1x5 Marks)

5. i Explain the circujal llow ofinccrnrc.

ij. Exdait three sector model ofcircL at flow ofincome ard fie,,.r,,rrrr,,"li|i?ilt,
mod{jj

iir' l-lo* ,vou r;an or,crcome rirc discquilibriaur situalion iu the circt". n""tlr9,]Yl'illnrodcl

(5 Marks)


