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Revision Sheet
A-Level Economics · Unit 8 Government microeconomic intervention (A Level)

10 vocabulary items · 7 marks of exam questions (7 questions)

Part 1 · Vocabulary review (10 items). The terms this unit is examined on most. Mark it yourself
from the answer key.

Section A · Chinese to English
Write the English word.

1. [1]

2. [1]

3. [1]

4. [1]

5. [1]

6. [1]

7. [1]

8. [1]

9. [1]

10. [1]

Part 2 · Exam questions (7 marks, 7 questions) begins on the next page. They are ordered easy to
difficult and none of them has been set before.
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Which method of government intervention may correct market failure caused by the
under-consumption of a merit good?

10

minimum priceA

privatisationB

indirect taxationC

subsidyD

Some governments introduce rent controls (maximum prices) on houses rented from private
landlords. They impose such rent controls to improve living standards for individuals with low
incomes.

What might be the effects of rent controls in the long run?

11

The long-run supply of rental houses will contract.A

The number of unoccupied privately rented houses will increase over time.B

The price of owner-occupied houses will increase.C

There will be no effect on the supply of rental housing.D

To reduce the damage done by cigarette smoking, the government of a country increases the
indirect tax on cigarettes and makes it illegal to smoke in public.

Which combination of circumstances is most likely to result in government failure in its attempt to
reduce the damage done by cigarette smoking?

government spending
on law enforcement

price elasticity of
demand for cigarettes

high> 1A

low> 1B

high< 1C

low< 1D

Which stage of the business (trade) cycle is most likely to be characterised by an increasing negative
output gap?

13

boomA

recessionB

recoveryC

troughD
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Which diagram is not an example of a Kuznets curve?

Gini

coefficient

O
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Human

Development

Index
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inequality

O income
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C

inequality

O

D

The table shows the value of the Gini coefficient for an economy from 2018 to 2020.30

Gini coefficientyear

0.29

0.28

0.27

2018

2019

2020

What is most likely to explain the change in the value of the Gini coefficient between 2018 and
2020?

an increase in indirect taxesA

an increase in long-term unemploymentB

an increase in the national minimum wageC

an increase in populationD
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What is the most likely evidence that an economy has reached a position of Pareto optimality?6

price volatilityA

a large current account deficitB

a regressive taxation systemC

full employmentD

A firm is operating at a level of output which corresponds to the point where MR = 0.

What objective is the firm achieving?

7

maximising consumer surplusA

maximising profitB

maximising salesC

maximising revenueD

What is a potential benefit of the privatisation of a country’s railway services?8

higher levels of competitionA

higher costs passed on in the form of higher pricesB

opportunity for government regulationC

potential for a private monopolyD

Which of these actions illustrates equality rather than equity?

A firm that installs ramps to its workplace to improve the access for people with disabilities.A

A government subsidy on rice of $0.10 per kilo for all members of the public.B

A university admissions policy that offers places to students from disadvantaged socio-economic
backgrounds.

C

An income tax system where high-income earners pay a higher percentage of income as tax.D
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8 What is likely to make it more difficult for a small firm to survive? 

A increased preference on the part of consumers for distinctive non-standardised products 

B reductions in the rate of interest charged by commercial banks 

C the absence of effective barriers to the entry of potential competitors 

D the existence of decreasing returns to scale 
 
 
9 A market structure in which a small number of firms face competition from potential entrants. 
 

What does this describe? 

A a contestable market 

B a monopoly 

C monopolistic competition 

D perfect competition 
 
 
10 What is an example of backward vertical integration? 

A a bakery buying a wheat farm 

B a car manufacturer buying a car showroom 

C a vineyard buying an apple orchard 

D two rival supermarkets joining together 
 
 

 A government wants to introduce a policy that will reduce the pollution caused by the production 
of a good. 

 
Which policy would not make use of market forces? 

A a quota to limit the production of the good 

B a regulation to ban the production of the good 

C a tax on the production of the good 

D a tradable pollution permit system for producers of the good 
 
 

14
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12 The table shows the annual percentage change in the output per worker employed for four 
nationalised industries before and after privatisation. 

 

nationalised 
industry 

before 
privatisation 

% 

after 
privatisation 

% 

railways –4 2 

electricity supply 7 9 

shipbuilding 4 –1 

telecommunications 6 6 
 

What can be concluded about the effect of privatisation? 

A Employment fell in the railway industry. 

B Employment was unchanged in the telecommunications industry. 

C Output was greatest in the electricity supply industry. 

D Workers became less efficient in the shipbuilding industry. 
 
 

 Most workers in a country are employed in the manufacturing sector where they are paid a fixed 
wage rate per hour. 

 
What will lead to an increase in the net advantage of workers currently employed in the 
manufacturing sector? 

A a reduction in working hours available 

B a shift in the country’s economy to the service sector 

C a subsidised lunch is made available 

D an increase in the number of jobs available 
 
 

 When will a profit-maximising firm employ the optimum number of workers? 

A when the average revenue product of labour equals the average cost of hiring workers 

B when the marginal revenue product of labour equals the average cost of hiring workers 

C when the marginal revenue product of labour equals the marginal cost of hiring workers 

D when the marginal revenue product of labour equals the trade union supplied cost of workers 
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 The diagram shows the labour market for farm workers in New Zealand. 
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Which areas represent the economic rent and transfer earnings of the farm workers? 
 

 economic 
rent 

transfer 
earnings 

A GFK GHOJ 

B GHOJ GJK 

C GJK GJF 

D GJK GHOJ 
 
 
16 What is not a function of a commercial bank? 

A to help firms raise finance 

B to hold cash on deposit for firms 

C to lend money to households 

D to provide savings accounts 
 
 
17 In 2020 in a country, the unemployment rate of the 16–64 age group seeking work was 4.0%. 
 

The employment rate for this group in the same period was 76.6%. 
 

What can be concluded from this? 

A 19.4% of the economy is working illegally. 

B 23.4% of the age group is economically inactive. 

C 80.6% of the age group is economically active. 

D The data is inaccurate. 
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