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Answer three questions in total.

Section A
One or two of your three chosen questions must be from this section.

1 Growing demand for non-renewable energy such as crude oil and a rise in its extraction
cost have led to huge government subsidies on renewable energy such as biofuel.

(a) Explain how price elasticity concepts determine whether the producers or
consumers of renewable energy will be more likely to benefit from a subsidy. [10]

(b) Discuss how the combination of the above changes might affect consumer
expenditure on renewable and non-renewable energy. [15]

2 Distinguish between oligopolistic competition and monopolistic competition and discuss
which of these two market structures best explains the market behaviour of retailers in
Singapore. [25]

3 In Indonesia, plantation companies must commit to zero deforestation and stop illegal
practices such as fire clearing for crop production. Currently, forest protection measures
are poorly enforced.

Source: Greenpeace, accessed on 20 Aug 2014

(a) Explain why government intervention is advocated when externalities are
present. [10]

(b) Assess the view that the regulation of plantation companies, as opposed to

the imposition of pollution taxes, is the best way of solving the above
problem. [15]
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Section B
One or two of your three chosen questions must be from this section.
4 (a) Explain the possible causes of an increase in the average standard of living in a
country. [10]

(b) Assess the desirability of aiming for high economic growth rates in Singapore. [15]

5 Governments in economies worldwide solve unemployment problems through the use
of loose monetary policy and investment in human capital.

(@) Explain the trade-offs that a government might face in solving the problem of
unemployment. [10]

(b) Discuss the view that Singapore would be better off reducing unemployment
through the use of exchange rate policy. [15]
6 A small and open economy may find it more beneficial to embrace globalisation, as

compared to a large and less open economy.

Discuss the extent to which you agree with the above view. [25]

- End of Paper -
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