
MERU UNIVERSITY OF SCIENCE AND TECHNOLOGY 

UNIVERSITY EXAMINATIONS 2019/2020 

FIRST SEMESTER/ SECOND SEMESTER EXAMINATION FOR THE DEGREE OF: 

BACHELOR OF PURCHASES AND SUPPLIES MANAGEMENT, BACHELOR OF 

SCIENCE IN FOOD SCIENCE AND TECHNOLOGY AND BACHELOR OF SCIENCE 

IN HUMAN NUTRITION AND DIETETICS. 

 

BEC 3101: PRINCIPLES OF MICROECONOMICS 

 

DATE: JANUARY 2020                                                                                   TIME: 2 HRS 

 

INSTRUCTIONS: ANSWER QUESTION ONE AND ANY OTHER TWO QUESTIONS. 

  



QUESTION ONE (30 MARKS) 

a) (i) Explain the main economic problem in any society.   (4 marks) 

ii) Briefly explain the main characteristics of a monopoly market.   (4 marks) 

iii) Using diagrammatic illustrations, explain the difference between change in quantity 

demand and change in demand.        (6 marks) 

b) Distinguish between the following paired concepts as used in economics: 

(i) Macroeconomics and microeconomics      (2 marks) 

(ii) Normal profits and abnormal profits exhibited by a perfect competition market.  

 (4 marks) 

(iii) Want and Demand       (2 marks) 

c) Explain the factors that influence the price elasticity of demand.   (6 marks) 

QUESTION TWO  

a) State the law of demand and explain the factors that influence the demand of a good or 

service. Illustrate your answer with a diagram.     (10 marks) 

b) Differentiate between the cardinal utility theory and the ordinal theory highlighting the 

limitations of the cardinal utility theory.     (10 marks) 

 

 

 

 

 



QUESTION THREE 
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a) Explain the factors that may have caused the supply curve to shift from S0 to S1  

(10 marks) 

b) Explain the source of monopoly power and highlight the conditions necessary for 

price discrimination by a monopolist.           (10 marks) 

 

QUESTION FOUR 

a) Explain the effect of the following changes on the demand for bread: 

(i) A rise in price of bread. (2 marks) 

(ii) A fall in price of substitutes (2 marks) 

(iii) A rise in income of consumers (2 marks) 

(iv) A bread company which claims bread causes diabetes (2 marks) 

(v) A fall in the salaries of bread workers  (2 marks) 

b) Explain the marginal productivity theory and explain its limitations (10 marks) 

QUESTION FIVE 

a) Differentiate between a centrally planned economic system and a mixed economic 

system. Explain the advantages of a centrally planned economic system (12 marks). 

b) Given the following equation: 



36 - Q = 1/2 P 
1/2P – Q= 20 

i) Identify with reasons which of the above equations represent demand and supply 

functions            (4 marks) 

ii) Calculate the equilibrium price and equilibrium quantity       (4 marks) 

 


