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Answer ALL questions on the separate sheet provided.

1. a)

CONFIDENTIAL

[100 marks]

Compare between a perfectly competitive firm and a monopolist in terms of:

i) Type of product produced
i) Entry condition

iii) Resource allocative efficiency

b) Below is a demand schedule facing an individual firm:

(3 marks)
(3 marks)

(3 marks)

Price Quantity Total Revenue Marginal Revenue
Demanded (RM) (RM)
RM30 1 A E
RM30 2 B G
RM30 3 C H
RM30 4 D |
RM30 5 E J
i) Calculate the total revenue and marginal revenue and fill up columns A —
J in the table above. (5 marks)
ii) Explain in which market structure this firm is operating. (5 marks)

c) Explain the relationship between price and marginal revenue for a firm operating in a
monopolistically competitive market. (6 marks)
[Total: 25 marks]
2. a) Differentiate between nominal and real Gross Domestic Product (GDP). (4 marks)
b) Explain any THREE (3) items that are excluded or omitted from the calculation of
Gross Domestic Product (GDP). (6 marks)
c) Table below shows the national income accounting data for a particular country in
2020.
ITEMS RM million
Consumption expenditures 7250
Government expenditures on goods and 6500
services
Income earned by the rest of the world 5892
Income earned from the rest of the world 5963
Gross private domestic investment 8769
Imports of goods and services 8823
Export of goods and services 8654
Depreciation 563
Statistical discrepancy 21
Indirect business tax 1265
Using the expenditure approach, calculate the following:
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i) Gross Domestic Product (GDP) (5 marks)
i) Gross National Product (GNP) (5 marks)
iif) National Income (NI) (5 marks)

[Total: 25 marks]
3. a) Use the following economic concept to explain the reason why the aggregate demand

curve is downward sloping:
i) The real balance effect (3 marks)
ii) The interest rate effect (3 marks)
b) Using short-run aggregate supply (SRAS) and aggregate demand (AD) diagrams,

explain the effects on equilibrium prive level and real Gross Domestic Product (GDP)
for each of the following situations:

i) A decline in government expenditure (4 marks)
ii) An increase in the price of non-labour input (4 marks)
iii) There is an increase in interest rate (4 marks)

c) Define aggregate supply and use the sticky wage theory to explain why the short-run
aggregate supply (SRAS) curve is upward sloping. (7 marks)
[Total: 25 marks]

4 a) Explain any TWO (2) functions of money in an economy. (5 marks)

b)  With examples, distinguish between "progressive” and "regressive” income tax
structures (10 marks)

c) Differentiate between ’expansionary’ and ’contractionary’ fiscal policies. (10 marks)
[Total: 25 marks]

- END OF QUESTIONS -
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