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Which statement about factors of production is correct?5

In the short run all factors are fixed; in the long run all factors are varied.A

In the short run at least one factor is fixed; in the long run all factors can be varied.B

In the short run at least one factor is varied; in the long run all factors are fixed.C

In the short run at least one factor is varied; in the long run at least one factor is fixed.D

Which factor affects the price elasticity of supply of a product?6

availability of stocksA

percentage of income spent on the productB

price of substitutesC

wage rateD

A firm sells 10 000 units of a product which has an estimated income elasticity of demand of –0.4.

If incomes have fallen by 10%, what is the new quantity demanded?
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The diagram shows the market for fresh fruit in an economy. Fruit has a positive income elasticity
of demand and is mainly imported. The original equilibrium is at X.
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What is the most likely cause of the equilibrium point moving from X to Y?

a fall in real income and a depreciation of the exchange rateA

a fall in real income and an appreciation of the exchange rateB

a rise in real income and a depreciation of the exchange rateC

a rise in real income and an appreciation of the exchange rateD
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Cars and petrol (gasoline) are in joint demand.

What is the effect of an increase in the price of cars on the demand for petrol?

7

O

D
P1

P2

Q2 Q1

quantity

price

A

O

D
P2

P1

Q1 Q2

quantity

price

B

O

D1

D2

quantity

price

C

D2

D1

quantity

price

O

D

What would best explain why the price elasticity of supply (PES) is likely to be lower for fresh
vegetables grown within a country compared to the PES of goods manufactured in that country?

8

Alternative supplies can be flown in from foreign producers.A

A positive price change encourages a positive output change along the supply curve.B

Fresh vegetables has a horizontal supply curve.C

There is a seasonal time lag involved in planting and harvesting more fresh vegetables.D
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7	 A manufacturer increases the price of a product from $4 in an attempt to increase total expenditure 
on the product.

	 The table shows the outcome of the policy.

price ($) total 
expenditure 

000s ($)

4 400

5 500

6 600

	 What is the price elasticity of demand for the product?

	 A	 perfectly elastic

	 B	 perfectly inelastic

	 C	 relatively elastic

	 D	 relatively inelastic

8	 A firm establishes that the price elasticity of supply of its product has a value of 0.3.

	 What is likely to be true about the firm?

	 A	 It has unused productive capacity.

	 B	 It has a lot of stock of its product.

	 C	 It uses a high proportion of perishable raw materials.

	 D	 It uses factors of production that are easily substituted.
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