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Answer ALL questions on the separate sheet provided.                                   [100 marks] 

1. a) Explain any THREE (3) characteristics of a perfectly competitive firm.          (9 marks) 
 

   
   
 b) Discuss why the demand curve for a firm in perfect competition is also its marginal 

revenue curve.                                                                                                    (7 marks)                                                         
   
   
   
 c) It is extremely difficult if not near impossible for a firm to enter the monopolistic market. 

Examine THREE (3) of these barriers to entry.                                               (9 marks)                                                                        
  Total: [25 marks] 
   
   
   
2. a) The table below shows the national income accounting data for a particular country 

for the year 2022: 
 

Items RM (Billion) 

Consumption expenditures 600 

Gross private domestic investment 700 

Government expenditures on goods 
and services 

500 

Imports of goods and services 700 

Exports of goods and services 800 

Income earned by the rest of the world 600 

Income earned from the rest of the 
world 

700 

 

   
  Using the expenditure approach, calculate the following values: 
   
  i)  Gross Domestic Product (GDP)                                                             (4 marks) 
   
  ii)  Gross National Product (GNP)                                                              (3 marks) 
   
  iii) Real GDP if the price index is 110                                                        (3 marks) 
   
   
   
 b) Differentiate the following terms: 
   
  i)  Gross Domestic Product and Gross National Product                                (5 marks) 
   
  ii)  Nominal GDP and Real GDP                                                                      (5 marks) 
   
   
   
 c) Define ”economic growth” and explain how it is measured.                           (5 marks) 
  Total: [25 marks] 
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3. a) Using aggregate demand and short-run aggregate supply (AD-SRAS) diagrams, 
illustrate the effects on the equilibrium price level and Real Gross Domestic Product 
for each of the following events:  

   
  i) Depreciation of Ringgit Malaysia versus the US Dollar causes more foreign investors  

   to come to invest in Malaysia.                                                                       (5 marks) 
   
  ii) To abate continuous fall of Ringgit Malaysia against the US Dollar, the Central Bank  

    of Malaysia raises the interest rate.                                                               (5 marks) 
   
  iii) To restore fiscal discipline in managing financial resources, the Malaysian govern- 

     ment reduces its expenditures in the recent Budget.                                 (5 marks) 
   
   
   
 b) Define investment and explain its various components.                                  (5 marks) 
   
   
   
 c) Use the interest rate effect to discuss how Real Gross Domestic Product is affected 

when there is a fall in the price level.                                                               (5 marks) 
  Total: [25 marks] 
   
   
   
4. a) Differentiate between structural and cyclical deficit.                                      (8 marks) 
   
   
   
 b) Define fiscal policy and explain how the government uses fiscal policy to solve the 

inflation problem.                                                                                             (10 marks) 
   
   
   
 c) Discuss which income tax structure ”progressive or regressive” should government 

adopts if its intention is to let rich people pay a higher tax rate than poor people.  
                                                                                                                        (7 marks) 

  Total: [25 marks] 
   
   
   

- END OF QUESTIONS - 


