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* Section A: answer one question.

* Section B: answer one question.
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Section A

Answer one question from this section.

Microeconomics

1.

(a) Explain how the price mechanism reallocates resources when there is an increase in
demand for a good or service.

(b) To what extent is advertising the most effective way of increasing the consumption of
merit goods?

(@) Explain why prices tend to be relatively rigid in oligopolistic markets.

(b) Discuss whether an oligopolistic firm should collude rather than compete.
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Section B

Answer one question from this section.

Macroeconomics

3.

(@) Using the concept of the multiplier, explain how an increase in investment might affect
aggregate demand.

(b) Discuss the effectiveness of supply-side policies in reducing unemployment.

(a) Explain the potential effects on the economic growth rate from a substantial increase
in the number of skilled people of working age entering a country.

(b) Discuss the view that, apart from indicating economic growth rates over time, national
income statistics are of little use.
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