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Section A: Development, poverty and inequality     (40) 

1. You are required to differentiate between: 

a. Economic development and economic growth   (5)  

b. Gross National Income and Gross Domestic Product   (5) 

c. Objective and subjective poverty     (5) 

2. Name and explain three objectives of development   [10] 

3. Explaining three limiting cases of dualistic development, in each case explain the 

impact  on income, poverty and inequality                                                 [15] 

Section B: Market failure    (60) 

1. You are required to explain the concept of the market failure. Your answer must 

include the definition of market failure, and two consequences of market failure [10] 

2. Government Failure and Public Goods      

a.) You are required to define government failure.   (3) 

b.) Government failure is the same as market failure under certain conditions. 

Yes, or No.                                                                                              (2) 

c.) Give 5 causes of government failure     (10) 

3. State four factors that an economist will have to consider in order to evaluate the 

effect or success of government intervention    [10] 

4. Draw and explain a diagram of External Cost (or negative externality) [15] 

5. Explain the concept of positive economic externality and why this form of externality 

is a reason for government to provide the necessary development finance [10] 
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