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SECTION A

Answer one question from this section.

Either,

1.	 (a) 	 Using a numerical example, explain how game theory can be used to illustrate price   
leadership in oligopolies.   	 [10]

	 (b)	 “Oligopoly is the most desirable market structure.” Discuss. 	 [20]

Or,

2.	 (a)	 Explain, using diagrams, why firms in perfect competition are regarded as efficient.  	[10]

	 (b) 	 Evaluate the view that competition authorities should ban firms from using price 
discrimination. 	 [20]
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SECTION B

Answer one question from this section.

Either,

3.	 (a) 	 Explain, using a diagram, the shape of the short run aggregate supply (SRAS) function 
and the factors which may cause it to shift. 	 [10]

	 (b)	 “Recession can sometimes generate benefits for an economy.” Discuss the extent to 
which governments should pursue contractionary fiscal policies. 	 [20]

Or,

4.	 (a)	 Explain, using an AD/AS diagram, how quantitative easing should lead to an increase in 
both economic growth and inflation rates.  	 [10]

	 (b) 	 Evaluate the view that deflation is always undesirable for an economy. 	 [20]
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SECTION C

Answer one question from this section.

Either,

5.	 (a) 	 Explain possible causes of a current account deficit. 	 [10]

	 (b)	 Evaluate the extent to which increasing integration of the world economy is beneficial to 
the UK. 	 [20]

Or,

6.	 (a)	 Explain how international aid and debt relief can help to raise the level of development in 
an economy. 	 [10]

	 (b) 	 Discuss the extent to which governments in LEDCs should use protectionist policies to 
increase living standards. 	 [20]
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