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What is an example of a normative statement?1

Government expenditure is an injection into the circular flow of income.A

Government expenditure in India in 2022 was 29% of gross domestic product.B

The best policy measure to reduce inflation is a reduction in government expenditure.C

The United States of America is the country with the highest military expenditure.D

A public good must both be non-rivalrous in consumption and have the characteristic of
non-excludability.

Which situation meets both of these conditions?

2

a former nationalised rail network which has been privatisedA

a good that has an opportunity costB

the building of a new toll road which charges all users the same tollC

the provision of street lighting which improves a localityD

What is not a characteristic of a planned economy?3

Consumers have limited influence on what is produced.A

Profit is the motive for increasing output.B

Resources are owned by the government.C

There is limited competition in the market.D

A student chooses to study for a degree in engineering at university rather than take a job working
as an apprentice engineer. The apprenticeship lasts five years and involves training while working.

What will decrease the opportunity cost of this choice?

4

a decrease in the wages paid to apprentice engineersA

a decrease in the number of students studying engineering degreesB

a decrease in the number of top grade engineering degrees awardedC

a decrease in the length of an engineering apprenticeship to four yearsD
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In 2020, there was a worldwide pandemic. High-income countries quickly developed a vaccine.
Low-income countries built high-tech factories to manufacture large quantities of the vaccine for
export.

What explains this international division of labour?

4

low-income countrieshigh-income countries

lower costs of productionavailability of specialists in
research and development

A

over-supply of
unskilled labour

scarce human resourcesB

many people tended to
catch the disease

many people tended to
avoid the disease

C

strict government control
over resource allocation

no government control
over resource allocation

D

How can a public good become a private good?5

Consumers are dissatisfied with the performance of state-run services.A

New technological developments make the good excludable.B

The government privatises the industry producing the good.C

The price of the good increases so it becomes more profitable.D

What is not a function of the price mechanism?6

to act as a signal to firms when allocating resourcesA

to maximise consumer surplusB

to provide an incentive to firms to produce goodsC

to ration scarce resourcesD
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1	 The demand for a product is inversely related to its price, ceteris paribus.

	 What does ceteris paribus mean in this context?

	 A	 Factors affecting demand other than price are held constant.

	 B	 Factors affecting price other than demand are held constant.

	 C	 Price changes result from changes in demand.

	 D	 Price falls result in increased quantity demanded.

2	 What is likely to be introduced in the market for bus travel if an economy moves from a mixed 
economy to a market economy?

	 A	 allowing companies to bid for bus routes

	 B	 free bus travel for school children

	 C	 maximum prices for bus travel

	 D	 subsidies to bus operators

3	 The diagram shows that the production possibility curve (PPC) of maize and beans has changed 
from PPC1 to PPC2. 
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	 What has happened to the opportunity cost of maize and the returns to factors producing beans?

opportunity cost 
of maize

returns to factors 
producing beans

A fallen fallen

B fallen risen

C risen fallen

D risen risen
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