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SECTION A

QUESTION ONE.

a. Differentiate between micro economics and macroeconomics (4 marks)

b. Explain five features of a free market economy.  (10marks)

c. Explain three reasons that thegovernmentmay

finditnecessarytocontrolthepricesofcertain good/service (6 marks)

d. Suppose the marginal cost function of firm operating in the short run is given by

MC =2Q +9. Find
i. the total cost function
ii. The average variables cost function
iii. Calculate the average fixed cost where Q=3
iv. At what level of output will firm minimize its average total cost and average variables
cost in the short run. (8 Marks)
SECTION B.
QUESTION TWO

a. Using a well labelled diagram describe how the market mechanism will correct itself after a

disturbance caused by expansion in the supply of a product. (10 marks)

b. Explain the application of law of equal marginal utility (10 marks)

QUESTION THREE

a. Explain the assumptions of indifference curves approach in explaining consumer behavioer

b. Discuss the merits of government interfering with the price set by the mechanism of demand

and supply on the market
(10 marks)



a.

QUESTION FOUR

a. The following table shows the quantities of Potatoes on bought on Chwele market in the

firshalf of this year

Month January | February | March | April | May | June
Quantity (number of 76 i3 12 70 69 65
bags)

Explain fivelikely reasons that led to this trends (10 marks)

c. Discuss the equilibrium of an oligopolistic firm facing kinked demand curve. (10 marks)

QUESTION FIVE

Explain fiveeconomic applicationof price elasticity of demand(10 Marks).




