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SECTION A

Answer one question from this section.

Microeconomics

1. (a) Explain how welfare loss may result from monopoly power. [10 marks]

 (b) Discuss the effectiveness of government policies (legislation and regulation) 
to reduce monopoly power. [15 marks]

2. (a) Using diagrams, explain how the incidence of an indirect tax may be affected 
by the price elasticity of demand. [10 marks]

 (b) To what extent might the problems of negative externalities of consumption 
be resolved by the use of indirect taxation? [15 marks]
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SECTION B

Answer one question from this section.

Macroeconomics

3. (a) Explain why the market system may not result in an equitable distribution 
of income. [10 marks]

 (b) Evaluate government policies to promote equity in terms of their effects on 
efficiency in the allocation of resources. [15 marks]

4. (a) Explain how labour market reforms may be used to promote economic growth. [10 marks]

 (b) “Market-oriented supply-side policies will always be more effective in promoting 
economic growth than demand-side policies.”  To what extent do you agree with 
this statement? [15 marks]


