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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
APRIL     2026			TIME: 2 HOURS
GENERAL INSTRUCTIONS: 
Students are NOT permitted to write on the examination paper during reading time. 
This is a closed book examination. Textbook/Reference books/notes are not permitted. 
SPECIAL INSTRUCTIONS: 
1. Write your REGISTRATION NO. Clearly on the answer booklet(s).
1. Answer Question One and ANY other TWO questions.
1. Questions in all sections should be answered in the answer booklet(s). 
1. Marks allocated to each question are shown at the end of the question. 
1. PLEASE start the answer to EACH question on a NEW PAGE. 
1. For the questions, write the number of the question on the answer booklet(s) in the order you answered them. 
1. Write your answers in paragraph form unless stated otherwise.
1. Keep your phone(s) SWITCHED OFF at the front of the examination room.
1. Keep ALL bags and caps at the front of the examination room and do not refer to any unauthorized material before or during the course of the examination.
1. You are only allowed to leave the examination room 30minutes to the end of the Examination.




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 (7 marks)
       
d) 	(i) Clearly explain the meaning of deficit financing of the national budget.     (3 marks)    
      (ii) To what extent can an economy be supported by deficit – financing?         (3 marks)
 e) (i)   Explain in your understanding on how commercial banks ‘create credit’?  What are the limitations to this credit creation?                                                                            (4 marks)                                                  		
b) (ii)	Explain the concept of liquidity preference                                                (3 marks)

QUESTION TWO
a)	Define inflation. 	(2 marks)
b)	What are the major causes of inflation?	(10 marks)
c)	Explain the economic effects of a high rate of inflation.	(8 marks)

QUESTION THREE
a)     Define the term unemployment	(2 marks)
b)     i)    Discuss the main causes of unemployment   	(10 marks)
        ii)  Suggest the possible measures that you would implement to contain unemployment problems in your country   	(8 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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