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Instructions:
1. Answer five (05) questions selecting at least two (02) from each part.
2. The total number of questions in this paper is eight (08).
3. Time allowed: Three (03) hours only.
4. Graph papers are provided and calculators are allowed.

Part1
I. (a) Define the term utility and distinguish between the terms total utility and marginal
utility. (04 marks)
(b) State the conditions for utility maximization of a consumer who purchases 2 goods
with a given income. (04 marks)

(c) A consumer whose monthly income is 14 wants to buy 2 commodities X and Y. The
total utility functions of X and Y are given by the following equations.
TUy = 25X — 2X?
TUy = 24 - Y?
Assume that the price of X is 2 and the price of Y is 3.
i. Derive the equilibrium purchases of X and Y.
ii. Derive the marginal rate of Substitution of X for Y (MRSyy) and calculate the
value of MRSyy at the equilibrium.
iii. Suppose the monthly income of the consumers has increased to 25 while other
things remain the same. Find the consumer’s purchases of X and Y at the new

equilibrium.
(04 marks each)
2. (a) Distinguish between the two approaches of cardinal utility and ordinal utility.
(04 marks)
(b) Define the term “indifference curve” and state its characteristics. (04 marks)
(c) Explain the consumer equilibrium using the indifference curve approach. State the
conditions for equilibrium. , (06 marks)

(d) Using the indifference curve approach, explain the effect of a change in price of a
good on the equilibrium. . (06 marks)




(2). What do you mean by a production function? Explain using a suitable example.
(05 marks)
(b) Explain the terms of total product, average product, and marginal product. (05 marks)
(c) State the law of diminishing marginal returns and illustrate the three stages of
production using a graph. (05 marks)
(d) Explain the relationship between average product and marginal product to the
average cost and marginal cost. Draw a graph to illustrate your answer. (05 marks)

(a) What are the main characteristics of a monopoly? (04 marks)
(b) What is meant by “barriers te entry” in monopoly? Explain the types of entry
barriers with examples. (04 marks)

(c) Explain why a monopoly faces a downward demand curve for its products. Use a
diagram to illustrate your answer.
(04 marks)
(d) Using a graph, show the price and output determination in a monopoly. Clearly
show the total revenue, total cost, and profit at the optimal level of output.
(08 marks)

Part I
Consider the economy described by the following information. All figures except the tax
rate are given in million rupees.

Consumption C =100+ 0.75Y,

Disposable income Yy=Y-T

Investment 1=75

Government expenditure G = 100

Tax rate T=10

Transfers TR =100

Net exports NX =18

(a) Determine the equilibrium level of national income. (08 marks)

(b) Calculate the consumption expenditure at the equilibrium level of national income.

(04 marks)

(c) Suppose that the government expenditure increases by 10. Determine the new
equilibrium level of national income. : . (04 marks)

(d) Calculate the value of the income multiplier and interpret it. (04 marks)

(a) State the functions of money. Explain them using suitable examples. (04 Marks)
(b) State whether the following statements are true or false. In each case justify your
answer by giving reason/s.
i. Credit cards cannot be considered money.
ii. Ina 100 percent reserve banking system, banks can not affect the money
supply of the economy. '




(©)

(a)
(b)
()
d
(e)
. (a)

“(b)
©

@

iit. Money supply will be increased in a situation where the Central Bank
purchases government bonds from the public through its open market
operations. :
iv. Money supply will be decreased in a situation where the Central Bank
decreases the discount rate applicable for the banks.
(03 marks each)

Explain the impact of high-interest rates on the money supply of an economy.
: (04 Marks)

Define the terms of the labour force and unemployment.

Explain the terms “underemployment” and “discouraged workers”

Explain how to measure the unemployment and problems in measuring it.

State the types of unemployment and provide examples for each of them.

(04 marks)

Discuss how unemployment is affected by Union Behavior and Minimum Wage
Laws. (04 marks each)
Define factors of production and give examples for each of them. (05 marks)
“The demand for factors, such as labor, is a derived demand that comes from firms
that use the factors.” Explain. (05 marks)
Define the value of the marginal product of labour and explain how a firm’s value of
the marginal product ® labour is related to its demand. . (05 marks)
Give two examples of events that could shift the demand for labor, and explain why
theydoso. . . (05 marks)
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Economics 11
ECG 2: Comparative Economic Development
Instructions:
There are eight (08) questions in this paper
Answer any FIVE (05) questions only
Time allowed: Three (03) hours

I. i. What do you understand by the term ‘feudalism’? (05 Marks)
ii. Why is the fall of feudalism regarded as a pre-condition of modern economic development
in Western Europe? (15 Marks)
2. “Economic development in Great Britain represented a healthy interconnected relationship between

agriculture and industry.’ In light of this statement discuss the relative contributions of agriculture
and industry in economic development in Britain during the nineteenth century.

(20 Marks)

3. What differences and similarities can be identified between the process of economic growth in
Great Britain and that of Germany in the 19™ century? (20 Marks)

4. Discuss the main contributions of the Zollverein to the economic development of Germany through
the expansion of international trade during the 19" century. (20 Marks)

5. Discuss the major demographic changes and its impact on economic development in France in the
19" Century. (20 Marks)

6. i. Outline the main features of the New Economic Policy (NEP) in Soviet Russia. (05 Marks)
ii. Evaluate the impact of NEP on economic development of the country. (15 Marks)

7. Soviet Collectivization had become detrimental to Russian agricultural development. Do you agree?
Give reasons, (20 Marks)

08.  Write short notes on any four of the following topics

i. War Communism

il. The policy of “laissez-fair”

iii. The Cotton industry between 1760 and 1830

iv. The Norfolk system

V. Chartist movement

vi. The Second Enclosure movement (04 x 05 = 20 marks)
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Answer five (05) questions only. There are ten (10) questions in the question paper.

l. Discuss the growth trends and structural changes in the Sri Lankan economy
during the past two decades and evaluate the underlying economic policies and

strategies (20 marks)
2, Briefly describe the main characteristics of poverty in Sri Lanka (08 marks)
i Critically assess the performance of poverty alleviation programs implemented
over the last two decades. What reforms do you suggest for the existing programs
to reduce poverty in Sri Lanka (U2 ety
3. 1. Outline briefly, the various stages of the Demographic Transition in Sri Lanka (08 marks)
ii.  Discuss the positive and negative effects of an aging population structure on the
economy (12 marks)
4, i ‘Since independence Sri Lankan government acts as a welfare state’. Do you
agree to this statement? Comment. (08 marks)
ii.  Explain the connection between welfare spending, human development and
economic growth (12 marks)
S ik Briefly explain the changes taken place in the composition of government tax
revenue during the last three decades (08 marks)
i, Discuss the macroeconomic effects of budget deficits in Sri Lanka. (12 marks)
6. ik What do you mean by food security? Discuss the major challenges to achieve food
security in Sri Lanka (08 marks)
ii, Critically assess the impact of policy measures recently taken by the government
to increase the agricultural production in Sri Lanka (12 marks)
1. i Describe the main characteristics of Sri Lanka’s unemployment problem in terms
of gender, age and educational status distribution (08 marks)
ii. Analyze the factors underlying the above characteristics of the unemployment
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