




SAMPLE

UEE 2018 – Humanities / 03 3 

A4 

a. Explain how a “natural monopoly” comes about. What is the appropriate stance of 
government policy with regards to natural monopolies? 

[10 marks] 
 
b. Hafiz can produce either 200 bags of rice or 100 sarongs in an hour. Azra can produce 

either 160 bags of rice or 120 sarongs in an hour. They each have 10 hours per day 
for producing goods. Without trade, each person devotes half his/her time for 
producing each good. 
 
Find the maximum and minimum relative prices (measured by sarongs per bag of 
rice) for which both parties would be willing to specialize and trade, based on each 
person's comparative advantage. Using a relative price that falls in between the 
maximum and minimum you found, design a trade that leaves both Hafiz and Azra 
better off. 

[10 marks] 
 

A5 

a. Discuss the concept of negative externality in the context of using a common 
resource, such as a river, in your country. How do societies attempt to solve negative 
externality problems?  

[10 marks] 
 

b. Explain how the quantity theory of money works, and its implications for monetary 
policy. 

[10 marks] 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 








