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EXAMINATION FOR DIPLOMA IN BUSINESS MANAGEMENT, DIPLOMA IN PROCUREMENT AND SUPPLY CHAIN MANAGEMENT AND DIPLOMA IN BUSINESS INFORMATION TECHNOLOGY
DAY PROGRAMME
RDBS 6122: FUNDAMENTALS OF ECONOMICS 
DATE:	 14th 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. 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 Marks allocated to each question are shown at the end of the question. 
5 PLEASE start the answer to EACH question on a NEW PAGE. 
6 For the questions, write the number of the question on the answer booklet(s) in the order you answered them. 
7 Write your answers in paragraph form unless stated otherwise. 
8 Keep your phone(s) SWITCHED OFF at the front of the examination room. 

9 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. 
10 You are only allowed to leave the examination room 30minutes to the end of the Examination.



[bookmark: _GoBack]QUESTION ONE (COMPULSORY- 20 MARKS)
a) The demand and supply functions for cooking oil in a local market are given as:
     P= 50−0.5Qd​
    Qs = 3P – 20
 Calculate the equilibrium price and quantity                                                  	(6 Marks)
b) The government sets a maximum price below the equilibrium price. Explain the effects of this policy on consumers, producers, and the market.                                              	(8 Marks)
c) Discuss FOUR factors that may cause a rightward shift of the demand curve for a normal good.                                                                                                                   	(4 Marks)
d) Explain how opportunity cost applies to the student’s spending decisions.       	(2 Marks)

QUESTION 2 – 15 MARKS
a) An increase in the price of maize flour from Kshs. 120 to Kshs. 150 per packet leads to a decrease in quantity demanded from 40,000 packets to 32,000 packets per month. Calculate the price elasticity of demand using the arc elasticity method.                                 (4 Marks)
b) Explain the THREE characteristics of indifference curves.                                     (6 Marks)
c) Discuss the causes and effects of inflation on the economy and suggest measures to control it.                                                                                                                              (5 Marks)                                                                                                                                 

QUESTION 3 – 15 MARKS
a) State the Law of Diminishing Marginal Utility                                                         (2Marks)
b) Distinguish between price floor and price ceiling using a well labelled diagram      (8 Marks)   
c) A telecommunications industry is dominated by a few large firms that compete through pricing and advertising. Highlight FIVE characteristics of this market structure and explain how firms in such a market maximize profits.                                                          (5 Marks) 

QUESTION 4 – 15 MARKS
a) With the aid of well-labelled diagrams, distinguish between movement along the demand curve and shifts of the demand curve                			                 (5 Marks)
b) Youth unemployment remains a major challenge in developing economies. Explain FOUR types of unemployment and discuss measures that can be implemented to reduce unemployment.                                                                                                   (10 Marks)
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