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     Answer any four questions: 4*1 

                                     

1. The free rider problem is most likely to exist in the following: 

a. A hotel which is open 24 hours a day 

b. A train running between two major cities 

c. The market for race horses 

d. An open air music concert in a public park 

 

2. Which of the following is an acknowledged risk associated with the public provision 

of healthcare- 

a. The NHS may use only inferior treatments 

b. doctors may not be paid as much as in the private sector 

c. a public healthcare system means that private healthcare will not exist 

d. Such provision can create moral hazard. 

 

3. Modern Canons of taxation are propounded by 

a. Bastable   b. Adam Smith c. Seligmon  d.  Pigou 

 

4. This means that the cost of collecting a tax  should be considerably less than the 

revenue it generates 

a. Convenience  b. Equity   c. Economy   d. Flexibility 

 

5. Which of the following is the most accurate explanation of why governments supply 

public goods in market economies? 

a. Markets are unlikely to form to supply public goods 

b. Governments can ensure that imported raw materials necessary to produce public 

goods have zero rated customs duties 

c.  Governments are not subject to information failure 

d.  Only taxes can be used to fund the provisions of public goods 

 

         Answer any two questions: 3*2 

 
1. What is Lindahl Pricing? Show that the Lindahl equilibrium is Pareto Efficient? 
2. What do you mean by canons of taxation? What are the four canons of taxation given 

by Adam Smith? 
3. If an externality exists, determine whether the Coase theorem applies (i.e. is it possi- 

             ble/reasonably feasible to asign property rights and solve the problem?) 
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