
ECT 3356:  Engineering Economics: Btech Civil Engin Y3s2 

Instruction: Answer question ONE and any other TWO questions. 

Question One 

a) Explain the law of  supply and demand                                                             (2marks) 

b)  Draw a simple demand curve and explain the points of demand limited by ability to 
buy and Demand limited by taste.                                                                            (6marks)      

c)   Describe a system                                                                                              (3marks)  

d) Explain Four properties of a system                                                                    (8marks)   

e) Explain Cost Benefit Analysis (CBA)                                                                 (3marks) 

d) List the first Six steps of Cost Benefit Analysis                                                  (8marks) 

 

Question Two      

a) Explain the following  
i) Demand of a commodity                                                                  (6marks) 
ii)  Supply of a  commodity                                                                   (6marks)     

b) Describe four usefulness of microeconomics                                                    (8marks) 

Question Three 

a) Discuss the four factors of production                                                             (12marks)    
b) Explain the four factors of microeconomics                                                      (8marks) 

 

Question Four 

a) Draw Demand and Supply curve showing Equilibrium point and Equilibrium price                                                                                                 

                                                                                                                                  (6marks) 

b) Briefly explain allocation and Scheduling of resources                               (4marks) 
c) List Six benefits  of resource allocation                                                       (6marks) 
d) Explain capacity planning                                                                             (4marks) 

Question Five 

a) Explain the following 
i) Risk                                                                                         (5marks) 
ii)  Uncertainty                                                                             (5marks) 

b) Differentiate between   Macroenomics and Microeconomics                           (5marks) 
c) Explain  Five allocation Tips of a firm manager                                               (5marks) 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

MARKING SCHEME 

ECT 3356:  ENGINEERING ECONOMICS: BTECH CIVIL ENGIN Y3S2 

QUESTION ONE 

a) The law of supply and demand is a theory that explains the interaction between the sellers of a 
resource and the buyers for that resource. The theory defines how the relationship between the 
availability of a particular product and the desire (or demand) for that product has on its price. 



Economists also make the simplification that all factors other than price which affect the quantity of 
goods sold and purchased are held constant. Economists argue that this is a valid assumption because 
changes in price occur much more quickly than changes in other factors that may affect supply or 
demand. Examples of these other factors include changes in taste, changes in the state of the economy 

and long-term changes in production capacity (such as the construction of a new factory. (4marks) 

b)  
                                                                                                                                                       (5marks) 

      

 

c) The word System is derived from Greek word Systema, which means an organized relationship 
between any set of components to achieve some common cause or objective. 
A system is “an orderly grouping of interdependent components linked together according to a plan to 
achieve a specific goal.”                                                                                                        (4marks) 
 

d)  
 
i) Organization 
Organization implies structure and order. It is the arrangement of components that helps to achieve 
predetermined objectives.                                                                                                      (2.5marks) 
ii) Interaction  
It is defined by the manner in which the components operate with each other. 
For example, in an organization, purchasing department must interact with production department and 
payroll with personnel department.                                                                                            (2.5marks) 
iii) Interdependence 
Interdependence means how the components of a system depend on one another. For proper 
functioning, the components are coordinated and linked together according to a specified plan. The 
output of one subsystem is the required by other subsystem as input.                                     (2.5marks) 
iv) Integration 
Integration is concerned with how a system components are connected together. It means that the parts 
of the system work together within the system even if each part performs a unique function. (2.5marks) 

e) CBA has evolved to include the following steps 
i) What Are the Goals and Objectives of the Project? The first step is perhaps the most 

important because before you can decide if a project is worth the effort, you need a clear and 
definite idea of what it is set to accomplish. 



ii) What Are the Alternatives? Before you can know if the project is right, you need to compare 
it to other projects and see which the best path forward . 

iii) Who Are the Stakeholders? List all stakeholders in the project. 
iv) What Measurements Are You Using? You need to decide on the metrics you’ll use to 

measure all costs and benefits. Also, how will you be reporting on those metrics? 
v) What Is the Outcome of Costs and Benefits? Look over what the costs and benefits of the 

project are, and map them over a relevant time period. 
vi) What Is the Common Currency? Take all the costs and benefits you’ve collected, and 

convert them to the same currency to make an apples-to-apples comparison. 
 

 
 
 
 
 

 
QUESTION TWO 
a) i) Demand is the rate at which consumers want to buy a product. Economic theory holds that demand 

consists of two factors: taste and ability to buy. Taste, which is the desire for a good, determines the 
willingness to buy the good at a specific price. Ability to buy means that to buy a good at specific 
price, an individual must possess sufficient wealth or income. Both factors of demand depend on the 
market price. When the market price for a product is high, the demand will be low. When price is 
low, demand is high. At very low prices, many consumers will be able to purchase a product. 
However, people usually want only so much of a good. Acquiring additional increments of a good 
or service in some time period will yield less and less satisfaction.3 As a result, the demand for a 
product at low prices is limited by taste and is not infinite even when the price equals zero. As the 
price increases, the same amount of money will purchase fewer products. When the price for a 
product is very high, the demand will decrease because, while consumers may wish to purchase a 
product very much, they are limited by their ability to buy.                                                (5marks) 

ii Willingness and ability to supply goods determine the seller’s actions. At higher prices, more of the commodity 
will be available to the buyers. This is because the suppliers will be able to maintain a profit despite the higher 
costs of production that may result from short-term expansion of their capacity5. In a real market, when the 
inventory is less than the desired inventory, manufacturers will raise both the supply of their product and its price. 
The short-term increase in supply causes manufacturing costs to rise, leading to a further increase in price. The 
price change in turn increases the desired rate of production. A similar effect occurs if inventory is too high. 
Classical economic theory has approximated this complicated process through the supply curve. The supply curve 
shown in Figure 2 slopes upward because each additional unit is assumed to be more difficult or expensive to 
make than the previous one, and therefore requires a higher price to justify its production.                      (5marks) 

 

 

QUESTION FOUR 

a) 



 
   

d) Capacity planning is the process of determining the production capacity needed by an organization to 
meet changing demands for its products. ...  capacity planning involves estimating the storage, 
computer hardware, software and connection infrastructure resources required over some future period 
of time. 
Capacity planning is done in order to estimate whether the demand is higher than capacity or lower 
than capacity. That is compare demand versus capacity. 9. It helps an organization to identify and 
plan the actions necessary to meet customer's present and future demand.                                    
(4marks) 

 
 

Question Five 

a) i) A risk is an unplanned event that may affect one or some of your project objectives if it occurs. The 
risk is positive if it affects your project positively, and it is negative if it affects the project negatively. 
There are separate risk response strategies for negatives and positives. The objective of a negative risk 
response strategy is to minimize their impact or probability, while the objective of a positive risk 
response strategy is to maximize the chance or impact. You might also hear two more risk terms: 
known and unknown. Known risks are identified during the identify risks process and unknown risks 
are those you couldn’t identify. A contingency plan is made for known risks, and you will use the 
contingency reserve to manage them. On the other hand, unknown risks are managed through a 
workaround using the management reserve. 

b) Macroeconomics (Greek makro = ‘big’) describes and explains economic 
processes that concern aggregates.  



An aggregate is a multitude of economic subjects that share some common features. By contrast, 
microeconomics treats economic processes that concern individuals. Example: The decision of a firm 
to purchase a new office chair from company X is not a macroeconomic problem. The reaction of 
Austrian households to an increased rate of capital taxation is a macroeconomic problem. Why 
macroeconomics and not only microeconomics? The whole is more complex than the sum of 
independent parts. It is not possible to describe an economy by forming models for all firms and 
persons and all their cross-effects. Macroeconomics investigates aggregate behaviour by imposing 
simplifying assumptions (“assume there are many identical firms that produce the same good”) but 
without abstracting from the essential features. 
These assumptions are used in order to build macroeconomic models. Typically, such models have 
three aspects: the ‘story’, the mathematical model,and a graphical representation. Macroeconomics is 
‘non-experimental’: like, e.g., history, macroeconomics cannot conduct controlled scientific 
experiments (people would complain about such experiments, and with a good reason) and focuses on 
pure observation. Because historical episodes allow diverse interpretations,many conclusions of 
macroeconomics are not coercive. Classical motivation of macroeconomics: politicians should be 
advised how to control the economy, such that specified targets can be met optimally. Policy targets: 
traditionally, the ‘magical pentagon’ of good economic growth, stable prices, full employment, external  
equilibrium, just distribution. 
 

c)  Resource Allocation Tips for Managers 
i) Know Your Scope. Before you can allocate your resources or manage them, you have to 

determine the scope of the project you're working on. ...  
ii)  Identify Resources. ...  
iii)  Don't Procrastinate. ...  
iv) Think Holistically. ...  
v) Know Your Resource Dependencies. ...  
vi) Track Time. ...  
vii)  Use Tools. ...  
viii)  Don't Over-allocate. 

 
 

 


