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8.

(a) Explain the rationale for international trade. (8)

(b) Explain how international trade helps both exporting

and importing countries by enhancing efficiency.

Use diagram to support your answer.
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Write short notes on any three of the following :
(6%3=18)
(a) Tariff

(b) Nash Equilibrium
(c) Signaling
(d) Cartel

(e) Free rider problem
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(a) Compare equilibrium price determination of the
oligopoly market with that of the monopoly. (8)

(b) Give a brief account of application of the concept
of Prisoner’s dilemma in an oligopoly market
structure using an example. (10)
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Identify and explain the two main problems associated
with asymmetric information. What are moral hazard
and adverse selection? (18)
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2. (a) Explain the social cost of monopoly using

diagrammatic illustration. (10)

(b) Advertising plays a key role in a monopolistic
competition. Do you agree? Give reasons to

support your answer. (8)
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5.

Define and give an example of public good. Can
the private market provide this good on its own?

Explain. (18)
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Discuss how externalities can lead to market failure.
What are the potential consequences for social welfare

when externalities are present? (18)
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(a) Suppose that labour is the only input used by a
perfectly competitive firm. The firm’s production

function is a follows : 9
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(i) Calculate the marginal product for each

additional.labour.

(i) Each unit of output sells for Rs 10.
Calculate the value of the marginal product

of each worker.

(iii) Graph the firm’s demand curve.

(b) Give two examples of events that could shift the
supply of labor and demand for labour and explain
why they do so. )
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