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Answeral ¢ four) qesions. Al uestons cry sl macks. Marks of each question nd coresponding
€O and PO are written th brackets
() i i y? 05 (COI)
(®o1)
b) Describe the main components of the circular flow diagram. 10 oy
®o1)
©) Imagine a society that produces two goods: guns (militry goods) and buttr (consumer 15 (CO2)

goods) (PO2)
i, Draw a production possibilites frontier for guns and butter. Using the concept of
‘opportunity cost, explain why it most likely has a bowed-out shape.
i, Show a point that is impossible for the economy o achieve. Show & point that is
feasible but ineffiient.

ies Frontier (PPF) to shift

2. @) Whatis willingness to pay, and how

related to consumer surplus? What is producer 15 (CO3)

suq;lus,md howis it shown on asuppy curve? (®P02)
b) supply i iety, and what two 15 (CO3)
main causes of market failure can prevent this efficiency? (°02)

3. @) Using a supply~demand diagram, explain how the introduction of a tax affects consumer 10 (CO4)
surplus, producer surplus, dnd total surplus. (®03)

b) Discuss ol 10 (Co3)
(®02)

) Explmnlhe Laffer Curve. i ionshi i ndiax 05 (CO4)
(PO2)

o) Discus the trade-off policymakers’ face between equity and efficiency when designinga 05 (CO3)
taxsystem. (P02)

4. ) Define comparative advantage and critically discuss hot it guides a country's trade 05 (CO3)
decisions. How do domestic prices and world prices influence these outcomes? (P02

b)  Analyze how opening o trade affects consumer and producer surplus. Are the gains from 10 (CO4)
trade always fairly distributed? (P02)

©) Iilustrate and explain the deadweight loss caused by a taiff. 10 (co3)

(PO2)
) Evaluate the main arguments for restricting imports and discuss economists’ 05 (CO4)




