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Ql . (a) Identify critical factors to develop an industrial plan for a selected region in a country. 
(08 marks) 

(b) Briefly explain Result Based Management framework. (08 marks) 
(c) Critically explain the role of SMEs in rural industrialization (09 marks) 

(Total Marks: 25) 
Q2: (a) Discuss the appropriateness of the Transaction cost approach to examine the indstrial 

behaviour of an industrial organization. (12 marks) 
(b) Briefly discuss all the types of transaction costs with appropriate examples.(13 marks) 

(Total Marks: 25) 
Q3: (a) Discuss the unique nature of public utility industries such as like electricity and 

water. (08 marks) 
(b) Why should the government intervene and regulate industries like electricity? 

(08 marks) 
(c) What would be the economic impact of 'power cut' in Sri Lanka? (09 marks) 

(Total Marks: 25) 
Q4: (a) Explain the determinants of vertical integration? (07 marks) 

(b) Why does monopoly pricing result in dead weight loss (DWL)? (09 marks) 
(c) Is a monopolist always bad for an economy? (09 marks) 

(Total Marks: 25) 
Q5: (a) Examine the pros and cons of the monopoly market structure (09 marks) 

(b) What way the monopolistic completive market become closer to real work? 
(08 marks) 

(c) With appropriate examples, explain 'hit and run' firms' behavior in the contestable 
market. (08 marks) 

(Total Marks: 25) 

Q6: (a) There is a firm that produces steel gates. It needs steel bars as inputs and it buys them 
from market where there are many steel bars producers. Currently, the gate producer 
is planning to revise his/her production strategy. What would be the problem with 
existing production strategy? What type of new strategic options would you like to 
propose? Explain your answer. (10 marks) 

(b) How does the Principal-Agent theory explain diversification? (07 marks) 
(c) Discuss the factors affecting diversification? (08 marks) 

(Total Marks: 25) 



Q7: Suppose you conduct a study that contains a small sample of three small towns in a 
country. One town has just one restaurant in it. The second town has two restaurants and the 
third town has many such restaurants during the study period. I f the market demand functions 
in each town identical as follows: Q = 120-2P and marginal cost is $10 in each restaurant per 
meal. 

(a) Explain the different market structure in each town (08 marks) 
(b) In which town would consumers be better off? Explain your answer by calculating 

consumers'surplus. (17 marks) 
(Total Marks: 25) 

Q8. Briefly discuss any four (4) of the following concepts 
i . Cournot model 
i i . SCP model 
ii i . Innovation 
iv. Nash equilibrium and Prisoner's dilemma. 
v. Cartels and Cheating behavior of Oligopoly market structure. 
vi. 4 t h Industrial revolution 

(Each section carries equal marks) 
(Total Marks 25) 

*** End*** 


