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AAD 2203: AGRICULTURAL ECONOMICS 

FIRST YEAR SECOND SEMESTER EXAMINATION FOR DIPLOMA IN AGRICULTURE 

Time: 11/2 Hours 

INSTRUCTIONS: ANSWER QUESTION ONE AND ANY OTHER TWO QUESTIONS 

QUESTION ONE (30 marks) 

1. Explain five factors that determine the elasticity of demand for a commodity(5 marks) 
2. Explain five  importance of economic to the Kenyan government  (5 marks) 
3. Explain the different types of production relationship used in the production process (6 

marks) 
4. When the price of cake is ksh. 5 per unit, supply is 10 units. When the price rises from 

ksh.5 to ksh.10 per unit, supply increases from 10 units to 15 units. Calculate the 
elasticity of supply(5 marks) 

5. Explain the three types of capital (3 marks) 
6. Differentiate between elastic, inelastic and unitary demand (3 marks) 
7. Differentiate between average fixed cost, average variable cost and average total  cost (3 

marks) 

QUESTION TWO (15 MARKS) 

1. A) Use the following information given to calculate the marginal product and  average 
product of maize in 90kg bag (4 marks) 
 Fixed factor of land Variable input NPK 

in kgs 
Total  product maize 
in 90kgs 

1 30 10 
1 60 27 
1 90 42 
1 120 56 
1 150 63 
1 180 65 
1 210 65 
1 240 60 
1 270 52 
1 300 42 
 
b) Use the following information after calculating the AP and MP to illustrate the law of 
diminishing return (6 marks) 
C) Use the graph in question 2 b to show the zones of production and explain them (5 
marks) 



QUESTION THREE (15 MARKS) 

1. Assume the consumer utility function is defined by U(X, Y) where U is consumer utility 
X and Y are goods. Compute  the Marginal Rare of Substitution (6 marks) 

2. Explain five function of money (5 marks) 
3. Explain four methods of labor productivity in a flower farm (4 marks) 

QUESTION FOUR (15 MARKS) 

1. Explain the law of demand by the help of  a diagram (5 marks) 
2. State the four factors of production and the reward for each ( 4 marks) 
3. Explain the three types of economic systems  noting the distinctive features of each (6 

marks) 
 

 

 


