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Instructions to candidates

* Do not turn over this examination paper until instructed to do so.

* You are not permitted access to any calculator for this paper.

e Section A: answer one question.

e Section B: answer one question.

* Use fully labelled diagrams and references to examples where appropriate.
* The maximum mark for this examination paper is [50 marks].
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Section A

Answer one question from this section.

Microeconomics

1.

(a)
(b)

Explain why governments provide subsidies.

Evaluate the effectiveness of price floors in achieving a reduction in the consumption of
demerit goods.

Explain the reasons for the shape of the long-run average total cost curve.

Discuss the view that governments should always try to prevent the creation of barriers
to entry in a market.

Section B

Answer one question from this section.

Macroeconomics

3.

(@)
(b)

(@)

(b)

Explain the causes of cost-push inflation.

Discuss the view that deflation is more harmful than inflation.

Explain how the Lorenz curve and the Gini coefficient are used to measure differences
in income inequality between countries.

Discuss the view that taxation is the most effective means of achieving equity in the
distribution of income.
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