[image: ]
2024/2025 ACADEMIC YEAR UNIVERSITY EXAMINATIONS
FIRST YEAR FIRST SEMESTER EXAMINATION FOR THE DEGREE OF FOR THE DEGREE OF MASTER OF BUSINESS ADMINISTRATION 
MBA 802:MANAGERIAL ECONOMICS
[bookmark: _GoBack]DATE:3/12/2024							TIME: 3 HOURS
 INSTRUCTIONS TO CANDIDATES
 
Answer  ANY FOUR questions 
Each Question carries 15 marks












EXAMINATION CHEATING IS ACRIME






QUESTION ONE 
a) . Explain the difference between the popular notion of business profit and the Economic profit concept. What role does the idea of normal profits play in this difference?                                                                                                 (3marks)
b). The supply and demand functions for a firm are given below:


The government decides to impose a per unit tax t on output supplied by the firm, find:
i) . Tax rate that will maximize government tax revenue.                            (4marks)                    
ii) . The maximum tax revenue.                                                                    (4marks)
c). With the help of a well labeled flow diagram, provide a detailed description of managerial economics.                                                                                 (4marks) 

QUESTION TWO
A chemical manufacturing factory is processing two chemicals: Sulphuric acid and carbonic acid in varying proportions to produce three products C, D and E. The firm wishes to produce at least 150 units of C, 200 units of D and 60 of E. Each ton of Sulphuric acid yields 3 of C, 5 of D and 3 of E, and each ton of carbonic acid yields 5 of C, 5 of D and 1 of E. If Sulphuric acid costs USD 40 per ton and carbonic acid costs USD 50 per ton.
i) . Formulate the management decision problem as an LP model.            (6marks)
ii) . Solve the problem using any appropriate method.                                (7marks)
iii) . Advice the management of the company on how to minimize the cost of production.                                                                                                   (2marks)


QUESTION THREE

a). Consider the following two commodity market model,




Determine the value of Equilibrium price and quantity                               (4marks)

b) . (i). Explain the end use approach of demand forecasting.                     (3marks) 
     (ii). Use the data given below to estimate appropriate demand model and 
            forecast the commodity’s demand at its mean price.                       (8marks)
	        Price (Ksh/Kg)
	Demand (Kg)

	5
	50

	10
	40

	15
	35

	20
	25

	25
	20

	30
	15

	35
	10




QUESTION FOUR

a). Discuss the necessary and sufficient conditions for profit maximization by a firm.  Support your answer with appropriate illustrations.               (5marks)
b). Maximize the following total profit function for a firm and evaluate it at the desired critical value;                                           (6marks)
c). Using appropriate examples, distinguish between perfect and imperfect markets.                             
                                                                                                                      (4marks)                                                                                                            






QUESTION FIVE

a). The following data were collected by an MBA student on a particular business unit in Homa Bay County; Variable cost per unit is  15, fixed expenses 50000 and the selling price per unit 20.
i). Calculate the firm’s breakeven output.                                              (4marks)
ii). What will be the selling price per unit if the firm’s breakeven point is set at   30000 units?                                                                                           (3marks)
iii). If the firm intends to make a profit of 100,000, what quantity should be produced?                                                                                              (4marks)
b). Discuss the economic benefit of breakeven analysis to a firm.               (4marks)

QUESTION SIX
a). Explain the objectives that a firm may aim at while setting its output prices.
                                                                                                             (7marks)
b). Discuss the factors to be considered when pricing the product of a business firm.                                                                                                       (8marks)
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