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JOMO KENYATTA UNIVERSITY OF AGRICULTURE AND TECHNOLOGY
UNIVERSITY EXAMINATIONS 2014/2015

 YEAR I SEMESTER I/ II  EXAMINATON FOR THE DEGREE OF BACHELOR OF COMMERCE/BUSINESS INFORMATION TECHNOLOGY

HBC 2104:  INTRODUCTION TO MICROECONOMICS

DATE:AUGUST 2015                                                                                   TIME: 2 HOURS

INSTRUCTIONS:  Answer question one and any other two questions.

QUESTION ONE

a.	A group of micro economic students have estimated the demand  and supply of tea 	cakes at the school cafeteria as follows:

	Qd=300-3p
	Qs=100+5P

	Where Qd is quantity demanded and Qs is quantity supply and P is the price per unit. 

i.	Determine the equilibrium price and quantity.				(4 marks)

ii.	Determine the price elasticity of demand at the equilibrium price and quantity and 	interpret your answers.							(4 marks)

iii.	Discuss five factors other than price that may influence the demand for queen cakes.
											(10 marks)

b.	i.	state the assumptions of cardinal utility theory.			(6 marks)

	ii.	Highlight three properties of indifference curves.			(6 marks)

QUESTION TWO

a.	Briefly discuss the main characteristics of a perfectly competitive market.	(6 marks)





b.	You are provided with the following demand and cost information for a monopolist.

	P=60-0.25 Q and TC=Q2+40Q+50  Where P is price, Q is quantity of the  product and 	TC is total cost.  Determine the profit maximizing level of output and prices.
											(8 marks)

c.	Using a PPF explain the concept of opportunity cost.			(6 marks)

QUESTION THREE

Briefly distinguish between the following terms

i.	Consumer surplus and producer surplus.					(4 marks)

ii.	Arc elasticity and point elasticity 						(4 marks)

iii.	Inferior and Normal good.							(4 marks)

iv.	Movement along and shift of demand curve.					(4 marks)

v.	Scarcity and choice.								(4 marks)

QUESTION FOUR

a.	The cost of information of a manufacturing firm is given in the following table.

	Units
	Fixed cost
	Variable cost.

	0
	30
	0

	1
	30
	10

	2
	30
	18

	3
	30
	24

	4
	30
	32

	5
	30
	50

	6
	30
	72



Draw columns showing total cost, average fixed cost, Average variable cost, average cost and marginal cost.										(20 marks)

QUESTION FIVE

a.	With the help of a well labeled diagram explain the three stages of productions. Why 	should a firm not operate in the first and third stage.			(10 marks)

b.	Outline and briefly discuss the sources of monopoly power.			(10 marks)
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