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NURTURING INNOVATORS
RIARA SCHOOL OF BUSINESS
JANUARY –APRIL   2026 TRIMESTER
EXAMINATION FOR BACHELOR OF BUSINESS ADMINISTRATION
EVENING PROGRAMME
RBBS 7112: PRINCIPLES OF MICRO-ECONOMICS
DATE: 7TH APRIL     2026							TIME: 2 HOURS

GENERAL INSTRUCTIONS:
i. Students are NOT permitted to write on the examination paper during reading time.
ii. This is a closed book examination. Text book/Reference books/notes are not permitted.
SPECIAL INSTRUCTIONS 
1. Write your REGISTRATION NO. Clearly on the answer booklet(s). 
2. Answer Question One and ANY other TWO questions.
3. Questions in all sections should be answered in answer booklet(s) 
4. PLEASE start the answer to EACH question on a NEW PAGE.
5. For the questions, write the number of the question on the answer booklet(s) in the order you answered.
6. Write on both sides of each leaf and indicate number of each question at the top of each page.
7. Write the answers in a paragraph form unless stated otherwise. 
8. Marks allocated to each question are shown at the end of the question. 
9. All rough work must be done on the answer booklet and crossed through!
10. Use supplementary pages only when you have exhausted those in this book.
11. Fasten the supplementary pages to the inside back cover of this booklet.. 


QUESTION ONE

a) Clearly explain the distinction between supply, demand and equilibrium price. (6 marks)
b) State and briefly explain any four main factors that may cause a fall in the supply of a good in the market.                                                                                                                 (4 marks)
c) The table below shows the demand and supply schedules for a product.


	Price (Sh. Per Kg.)
	Demand (Kg)
	Supply (Kg.)                   

	            10
	       100
	       20

	            20
	         85
	       36

	            30
	         70
	       53

	            40
	         55
	       70

	            50
	         40
	       87

	            60
	         25
	     103

	            70
	         10
	     120



                                										                        
Required:

Plot the demand and supply curves and determine the equilibrium price and quantity (6 marks)

 d)(i)   Explain what Market Equilibrium Mean.                                                         (2 marks)
(ii) Using the following demand and supply functions of a commodity x, compute the equilibrium   price and quantity.
     Qd = 100 - 2P
     Qs = 40 + 4P 								           	(4 marks)


(e) Describe the term Marginal Utility and clearly explain the axiom of Diminishing Marginal Utility.                                                                                                                        (4 marks)

 (f) A monopoly firm is faced with the following demand function
P = 13 – 0.5Q

The Marginal Cost function for the firm is given by 3 + 4Q and the total fixed cost is 4.

Compute 
	The Profit Maximizing Output                                                                           (4 marks)






       
QUESTION TWO

Discuss briefly the following fundamental economic concepts:
a) Scarcity and Choice                                                                                         (5 marks)
b) Opportunity cost                                                                                              (5 marks)
c) Production possibility frontier                                                                         (5 marks)
d) Positive and normative economics                	                                                  (5marks)

QUESTION THREE

(a) Define the term cross price elasticity of demand and clearly explain its value for substitutes and
      complementary commodities                                                                               	(6 marks)
                                
(b) Discuss any THREE practical applications of the concept of elasticity of demand in management and economic policy decision making 	            (6 marks)

(c) (i)	The demand for a commodity is five units when the price is sh. 1,000 per unit.  When price per unit falls to Sh. 600 the demand rises to six units.
            Compute the point and arc elasticity of demand                                      	 (4 marks)
   (ii)      State FOUR main determinants of elasticity of demand                              (4 marks)
                                                                                                                              
QUESTION FOUR
(a)	What are the main factors of production?                                              	(4 marks)
(b) (i)   Define the term ‘production function’                                                  	(2 marks)
      (ii)  What determines the supply and demand of the factors of production that you have   identified in (a) above?                                                                          	(14 marks) 
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