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JOMO KENYATTA UNIVERSITY OF AGRICULTURE AND TECHNOLOGY

University Examinations 2018/2019

FIRST YEAR SECOND SEMESTER EXAMINATION FOR THE 
DEGREE OF BACHELOR OF PURCHASING AND CONTRACTING

HPS 2109: INTRODUCTION TO MICROECONOMICS

DATE:  DECEMBER, 2018		                    	                               TIME: 2    HOURS   

INSTRUCTIONS:  	ANSWER QUESTION ONE (COMPULSORY) AND ANY OTHER TWO QUESTIONS	

QUESTION ONE: 30 MARKS

a.	Define the following terms:

	i.	Utility								(2 marks)
	ii.	Goods								(2 marks)
	iii.	Opportunity cost.							(2 marks)
	iv.	Choice								(2 marks)
	v.	Scarcity.								(2 marks)

b.	NO OF BOTTLES		TOTAL UTILITY MARGINAL UTILITY

		0						0
1						10
2						18
3						24
4						28
5						30
6						30
7						28	

	i.	Given the data above, calculate the marginal utility.	(4 marks)

ii.	From the observation in (i) above , explain the law of diminishing marginal utility use illustrations.				(8 marks)

c.	Explain any four conditions off a perfect competition market structure.
											(8 marks)




QUESTION TWO: 20 MARKS

a.	Distinguish between a movement along and a shift in demand curve.	
(4 marks)

b.	i.	What is price elasticity of demand.				(4 marks)

ii.	The price elasticity of demand of a product/service is affected by several factors .  State and briefly explain six of these factors.	
										(12 marks)

QUESTION THREE: 20 MARKS

The market for rice has been the following supply and demand schedules

	  P 
per ton
	Qd
(tons)
	Qs
(tons)

	$10
	100
	0

	$20
	80
	30

	$30
	60
	40

	$ 40
	50
	50

	$ 50
	40
	60



Graph the above and answer the following questions.  To support rice production,
the Government imposes a price floor of $50 per ton.

a.	What quantity will be traded in the market and why.		(8 marks)

b.	What price will prevail in the market after the price floor is imposed? 
(4 marks)

c.	What other steps will the Government have to take to enforce the price floor?										(4 marks)

QUESTION FOUR: 20 MARKS

The information given below is for spotless car wash showing out put per day in
column one; capital in column two; labour in column three; column four shows the
total fixed cost (TFC); Total variable cost (TVC) in column five; and Total cost 
(TC) in column six.









	Output 
(per day)
	Capital
	Labour
	TFC
	TVC
	TC
	MC
	AFC
	AVC
	ATC

	      0
	1
	0
	$75
	$0
	-
	-
	-
	-
	-

	     30
	1
	1
	$75
	$60
	-
	-
	-
	-
	-

	      90
	1
	2
	$75
	$120
	-
	-
	-
	-
	-

	130
	1
	3
	$75
	$180
	-
	-
	-
	-
	-

	155
	1
	4
	$75
	$140
	-
	-
	-
	-
	-

	172
	1
	5
	$75
	$300
	-
	-
	-
	-
	-

	185
	1
	6
	$75
	$360
	-
	-
	-
	-
	-



Required:

Complete the table ie. Calculate and fill the missing columns in your answer
 sheets.  (Show your workings).							(20 marks)
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