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What is market failure ? Explain the various instruments of

_internalizing externalities. 15
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Explain how nature of demand and supply in factor market
differ from goods market ? Derive the supply curve of the
labour and under what circumstances it becomes backward
bending ? 15
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Distinguish between monopoly and perfect competition

market using suitable diagram.

Under what conditions a nonopolist would exercise price

discrimination ? 9.6
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Explain diagrammatically long-run equilibrium of a firm

in monopolistic competition. Why all firms in this market

earn only normal profit in the long-run ?°

Show with the help of a diagram the prevalence of excess

capacity in monopolistic competition ? : 10,5
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What are the key features of oligopoly market ? Explain

the price leadership model of oligopoly.

Explain Nash equilibrium with the help of an

illustration. 9.6
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Explain the process of market adjustment to the changes

in demand with appropriate diagrams.

What is public provision of public goods ?

Explain. 8,7
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Why trade takes place between two countries ? Explain the

comparative cost advantage theory of international trade. What

are the main drawbacks of this theory ? 15
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Write short notes on any two of the following : 7575
(A) Trade Barriers

(B) lmperfect.infonnation

(C)  Evaluation of market mechanism

(D)  Prisoners dilemma.
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