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2024/2025 ACADEMIC YEAR UNIVERSITY EXAMINATIONS
FIRST YEAR FIRST SEMESTER EXAMINATION FOR THE DEGREE OF BACHELOR OF SCIENCE (ECOTOURISM, HOTEL AND INSTITUTION MANAGEMENT WITH IT AND BACHELOR OF ARTS(DEVELOPMENT STUDIES WITH IT) 
SEH 203/DDS 108: PRINCIPLES OF ECONOMICS

DATE:17/12/2024							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




EXAMINATION CHEATING IS ACRIME




QUESTION ONE
a) . Explain any Four differences between macro and micro economics.   (4marks)  
         
b) . Specify any Four reasons for studying economics.                               (4marks)

c) . Explain Three methods for measuring the national income of an economy.
                                                                                         (6marks)
d) .  Suppose an economy is described by the following models:
       
       
          =  Y-T
         1000
i) Determine the Economy’s Equilibrium Income.                              (4marks)
ii) Determine the Balanced Budget Multiplier for the economy.          (4marks)
iii). If the government decides to impose a tax of  USD 10 on the personal 
incomes, determine disposable personal income in the economy. (3marks)
QUESTION TWO
a) . Explain the meaning of price elasticity of demand.                              (2 marks)
b)  Discuss any Four determinants of price elasticity of demand.               (8 marks)
C). The table below shows the demand and supply schedules for a product:
	Price (Ksh/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


Draw the demand and supply curves  on the same plane and  identify  equilibrium price and quantity.                                                                                          (5marks)
QUESTION THREE
a) . Determine  equilibrium price and  quantity from the following market   
demand and supply models: 
 Qd = 3 – P2
; Qs = 6P – 4                                                                                             (5marks)                  
b) . Discuss the factors determining the demand for a product in the hospitality 
industry.                                                                                         	(6marks)
c) Given the following production function, determine the APL and  MPL.
    								(4marks)
QUESTION FOUR
a) . Explain the role of money in the economy of Kenya.                          (6marks)
b)  Explain any Three reasons why an individual may want to hold his assets in the  
from of cash.                                                                                           (6marks)
c) . Explain the determinants of demand for money from JM Keyne’s perspective.
                                                                                                                      (3marks)
QUESTION FIVE
a) . Explain any three types of inflation.                                                      (6marks)
b) Discuss the effects of inflation in an economy.                                        (5marks)
c) Explain  Four method that can be used to address the problem of inflation in an 
economy.                                                                                                   (4marks)
QUESTION SIX
a) [bookmark: _GoBack]. “International trade is a necessary evil.” Discuss.                                  (7marks)
b) . Explain the role of a control bank in an economy.                                 (8marks)
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