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PART-A Answer any five [5x2 = 10]

1. Show graphically with two consumers, how the market demand for a public good is derived.
2. State the Pareto optimal condition for the combination of public-private goods (the Samuelson condition).
3. What is the marginal benefit and the marginal cost of increasing the membership size of a club for a given quantity of the club good? 
4. What does Herfindahl-Hirschman Index (HHI) measure? Calculate HHI for an industry with five firms, with a market share of 20% each.
5. What is zero-based budgeting?
6. Graphically illustrate the impact of a profit tax on a monopolist.
7. State two canons of taxation.

PART-B Answer any two [2x5 = 10]


8. Discuss the need for government take-over of a natural monopoly.
9. Discuss Fiscal Federalism. 
10. What are regressive taxes and why is a commodity tax on goods like food considered regressive?

PART-C Answer any two [2x15 = 30]



11. Describe how the Coasian process will generate optimal production regardless of the ownership of the property right to pollute. Are there any equity concerns? Explain your answer.

12. Discuss the positive theory of corruption.






13. When deriving the optimal provision of public good (G) and private good (x), we set up the following Lagrangian: 
.
a. What is the idea behind including ? ……….. [3]
b. What is the idea behind including ? ……….. [3]
c. Find the condition for optimal provision of the public good. ……….. [6]
d. Interpret in words the condition derived above. ……….. [3]
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