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Attempt any five out of six questions. All questions carry equal marks, 18 marks each.

Q1. a. *A monopolist has complete control over the market’. Do you agree or disagree? Give
reasons in support of your answer. C)]

b. Explain the concept of natural monopoly using diagrammatic illustration. Why does
natural monopoly arise?

®

Q2. a. Classify goods on the basis of excludability and rivalry. Give suitable examples of
each category. )]

b. Explain key characteristics of public good. Discuss why market failure arises in case of
public goods? )

Q3. Define asymmetric information in economic transactions. Provide two examples where
asymmetric information leads to market failure. &)

Q4. a. Suppose that labour is the only input used by a perfectly competitive firm. The firm's
production function is represented in the table below.

Labour hours | Units of Output

0 0
1 7
2 13




4 25

5 28

6 29

7 29
i. Calculate the marginal product for labour. 3
ii. Calculate the value of marginal product for labour if price of output is Rs.10. A3
jii. Derive the firm's labour demand curve. 3)

b. Explain the shift in supply and demand for labour by providing two cases for each. &)

Q5. a. Explain how international trade leads to economic gains for both exporting and

importing countries. Support your answer with relevant diagrams. ®
b. Discuss the arguments against free trade. )]
Q6. Write comprehensive notes on any two of the following: (9x2=18)
a. Import Tariff

b. Positive Externalities

¢. Advertising as a signal of quality
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