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Attempt any five out of six questions. All questions carry equal marks.

Q1. a. Compare perfectly competitive market and monopoly

efficiency. Support your answer with a diagram.

from the lens of economic

®

b. What is natural monopoly? How are they different from that of artificially created

monopolies?

Q2. a. Differentiate between public

suitable examples.

b. What is the free rider problem and why does it arise?

®

goods and common resources. Support your answer with

®
®

Q3. Explain signalling and screening mechanisms in the labour market. How do these
mitigate the effects of asymmetric information. Support your answer with suitable graphs.

(18)

Q4. a. Explain the factors that cause shift in the firms’ demand for labour? 9)

b. What is derived demand for labour? How is equilibrium determined in labour market. (9)

Q5. a. Using relevant diagram explain the impact of import tariff on the consumer surplus,
producer surplus, quantity of imports, quantity of goods supplied domestically. &)

b. Consider two countries, A and B, producing two goods— Textiles (T) and Electronics (E).
Each country has a total labor endowment of 100 labor hours. The following table shows the

labor hours required to produce one unit of each good in each country:

Country Labor required to produce per | Labor required to produce per
unit of Textile (T) unit of Electronics (E)

A 5 hours 10 hours

B 10 hours 20 hours

i. Calculate the opportunity cost of producing one unit of Textiles and one unit of Electronics

in each country. A3)

ji. Identify which country has an absolute advantage in each good. A3)

jii. Determine which country has a comparative advantage in each good. Explain your
reasoning. 3)
Q6. Write comprehensive notes on any two of the following: (9x2=18)

a. Infant Industry Argument



e

b. Price Discrimination under Monopoly

c. Signalling
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