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Section A — Seen part [40% of the marks are available here.]
Answer ONE of the following: [All questions carry equal marks.]

1.

Outline THREE of the following theories for the existence of the economic role of the
state: [each is worth 33 marks]
- Minimal state

- The developmental model

- Wagner’s law

Baumol’s law

Theories other than the above

In doing so, explain the strengths and weakness of each theory and give specific
examples of public services in line with those theories, wherever relevant.

Using an appropriate formal framework, show how perfect competition leads to
efficiency. (Give an appropriate definition of efficiency.) Furthermore, state the two
welfare theorems, and demonstrate how they follow from your analysis above.
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