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& 26dE/io

'l ime: Three Horrrs

l. i. Distinguish between Total Utiiity and Marginal Uriliry.

ii. Graphically explain the conditions lor Consumcr Equilibriurr

iii. You are given the lo.llowing Demand and supply lunctions

3. i. Explain the basic assumptions ofa perlect competition.

ii. Derive mathematically the basic conditions lor the profit maximization
perlect competition.

iii.'A perlect competiiive firm faces the lollowing cost {lnction
TC:Qr - 7Q'?+ t2Q + 5

The average revenue is Rs 4 /=
Calculate the iotal profit ofthe l'irm.

( 5 )\4arks)

(5 Marks)

Qd:l00 2P

Q.= l0 + 0'5P

Which is the price that rrakes Qs and Qd be equal? (5 Markt

iv. What are the main determining factors ofmarket demand lor a commodity?
(5 Markt

2. i. Explain the Long- run Production Process ofa llrm ( 6 N4arks)

ii. Considel the following production function
q - 1qt/2 ;t/z

Calculate the Marginal Rate ofTechnical Subsrirution (8 l\4arks)

iii. Determine $ hether the following production function exhibirs Increasing,
constanl and Decreasing retullrs to scale

a. Q: 0.4X + 0.5Y

b. Q= l.5xx7 Y45 ( 6 Marks)

(8 Marks)
in

(4 Marks)

(8 Mark\)



4. i In Long-run equiribrium, what wiil happen ro price for a competitive firm ifthere
Ilsc rn oemand Ior the producl ofthe mar[er?

ii.Consider the following inverse demand and total cost functions ofa monopolist:
Demand function: Q= 360- 2t)Q

fC function:

5. Briefly explain rhe followings.

i. Marginal rate oftechnical substitution
ii. ProducerEquilibrjum

iii. Consumer Surplus

iv. Oligopoly market

TC=6Q+0.0sQ,
a) Determine profit-maximizi[g price and output ofthe monopolist.
b) How much profits he willeam?

c) Calculate his total profit level.

(r5

(20 Marks)


