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Riara School of Business
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JANUARY APRIL 2025 TRIMESTER EXAMINATIONS 
DAY/PROGRAMME
EXAMINATION FOR DIPLOMA IN BUSINESS MANAGEMENT
DAY PROGRAMME
RBM 017: FUNDAMENTALS OF ECONOMICS

DATE:	8TH APRIL 2025							TIME: 2 HOURS 
GENERAL INSTRUCTIONS:
Students are NOT permitted to write on the examination paper during reading time.
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). 
1. Answer Question One and ANY other TWO questions.
1. Questions in all sections should be answered in answer booklet(s) 
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.
1. Write on both sides of each leaf and indicate number of each question at the top of each page.
1. Write the answers in a paragraph form unless stated otherwise. 
1. Marks allocated to each question are shown at the end of the question. 
1. All rough work must be done on the answer booklet and crossed through!
1. Use supplementary pages only when you have exhausted those in this book
1. Fasten the supplementary pages to the inside back cover of this booklet


QUESTION ONE: COMPULSORY (30 MARKS)
a) With the aid of well-labelled diagrams, distinguish between movement along the demand curve and shifts of the demand curve. Describe clearly what causes the movement along the demand curve and shifts of the demand curve.   			                 (10 marks)
b) Evaluate four disadvantages of centrally planned economies 	                   (8 marks) 
c) An economy has the following labor statistics:
	Category
	Millions of people

	Employed
	15  

	unemployed 
	20

	Not in the labor force 
	5



Required: Compute: 
i) The adult population 						   (1 marks)
ii) The labor force                                                                           (1 marks)
iii) The labor force participation rate                                               (2 marks)
d) Explain the FOUR features that distinguish market structures                               	      (8 marks)                                                     
QUESTION TWO 
a) Using well labelled diagram distinguish between price floor and price ceiling 
										     (10 marks)
b) Explain FOUR functions of money in the economy. 			     (10 marks)
QUESTION THREE
a) Explain the following concepts		
i. Consumer Price Index (CPI)                                                                       (2 marks)
ii. Inflation                                                                                                      ( 2 marks)
iii. Production Possibility Frontier Curve. Use a diagram                                (5 marks)
iv. Economic problem                                                                                   (2 marks)
v. Macroeconomics and microeconomics                                                    (4 marks)
b)  Given  = 400-20p (demand curve) and Qs = 10+8p (supply curve). Calculate the equilibrium price and quantity. Show your workings clearly                             (5 marks)


[bookmark: _GoBack]QUESTION FOUR
a) Describe FIVE roles of the Central Bank of Kenya.				(10 marks)
b) Explain four sources of Economies of scale in production			  (8 marks)
c) Explain the term diseconomies of scale as used in production		  (2 marks)





Page 1 of 3
	
image1.png
Riara@l

University




