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TOM MBOYA UNIVERSITY COLLEGE
(A CONSTITUENT COLLEGE OF MASENO UNIVERSITY)
UNIVERSITY COLLEGE EXAMINATIONS
2020/2021 ACADEMIC YEAR
FIRST YEAR FIRST SEMESTER FOR THE DEGREE OF BACHELOR OF ARTS ECONOMICS; BACHELOR OF BUSINESS ADMINISTRATION AND BACHELOR OF SCIENCE MATHEMATICS AND ECONOMICS WITH IT 

BEC 111: INTRODUCTION TO MICROECONOMICS

DATE:2/06/2021						TIME: 3 HOURS

INSTRUCTIONS TO CANDIDATES
Answer Question ONE (compulsory) and ANY OTHER THREE questions 
Question one carries 25 marks and the rest 15 marks each











QUESTION ONE (COMPULSORY)
a) Differentiate between the following terms;
i. Micro and macroeconomics.					   (2 Marks)
ii. Positive and normative economics.                                 (2 Marks)
b) Discuss any three (3) characteristics of wants. 			(6 Marks)
c) Define economics clearly examining the concepts of scarcity, choice and opportunity cost.  								(4 Marks)
d) 

[bookmark: _GoBack]Suppose the market demand and supply equations for dry maize in a given market are given as; and respectively where p is the price in hundreds of Kshs. and q is the quantity of maize.
i. Find the equilibrium price and quantity of maize traded in the market. 	                                                                 (5 marks)
ii. Suppose a sales tax of Ksh.2 is imposed on dry maize compute the market equilibrium and comment on the outcome in relation to the answer in (i) above.                                                   (6 marks)

QUESTION TWO
a) Using graphical illustration explain movements in demand and shifts in demand.									(3 Marks)
b) What is the importance of studying economics?                        (4 marks)
c) 
A firm has a production function given by  where Q - total output, K- capital and L-labour. Compute the average and marginal products for the firm.		                                                  (8 Marks)

QUESTION THREE
a) Economic system consists of various individuals and their institutions like banking institutions, educational institutions and economic institutions. The most general economic systems are the traditional, capitalist, socialist and mixed system. In relation to the systems discuss the Kenyan economy and give the merits of the system applicable.												(10 Marks)
b) Discuss any five properties of a perfectly competitive market structure.
(5 Marks)
QUESTION FOUR
a) 



The demand of a given commodity X is given by where, q-quantity demanded, p-price of x and Y-consumer income and M-price of commodity m. Suppose , and , compute price elasticity of demand, income elasticity of demand and cross elasticity of demand and comment on your findings. 		(9 Marks)
b) Examine the importance of elasticity of demand.			(6 Marks)
QUESTION FIVE
a) The Marginal productivity theory of distribution explains how prices of various factors of production are determined. Examine the assumptions of the theory.								(4 Marks)
b) Define a production possibility curve (PPC) and explain the factors that cause the curve to shift.                                        		(5 Marks)
c) Using appropriate diagrams examine the concepts of;
i. Increasing and constant marginal rate of opportunity cost. 
(4 Marks)
ii. Efficient and inefficient point of production.                     (2 Marks) 

QUESTION SIX
Price elasticity of demand has different measures. With an appropriate diagram discuss the computation of elasticity based on the point estimate approach and clearly show the points at which elasticity is elastic, inelastic, perfectly inelastic and perfectly elastic.                                                                         (15 Marks)
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