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What is an example of a normative statement?1

Indirect taxes are cheap to collect.A

Indirect taxes are taxes on income.B

Indirect taxes are unfair.C

Indirect taxes increase inequality.D

A country with a market economy changes to a mixed economy.

When is this change likely to achieve the largest improvement in resource allocation?
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The diagram shows a production possibility curve for an economy that produces capital goods and
consumer goods.
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Why is the production possibility curve drawn concave to the origin?

Capital goods are a more labour-intensive output than consumer goods.A

Consumers always seek to maximise their satisfaction from consumption.B

Profit maximisation for firms always ensures efficiency in production.C

Some resources are more efficient in production of some goods than others.D

11_9708_11_2025_1.8c© UCLES 2025

2

The table shows the price of a good and total expenditure on the good during specific periods when
the market is in equilibrium.
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What can be deduced from this data?

The good has constant opportunity cost.A

The good is an inferior good.B

The price elasticity of demand is equal to one.C

The price elasticity of supply is equal to zero.D

What is an example of direct provision by a government?10

The government introduces a subsidy on renewable fuels to help the environment.A

The government introduces a unit tax on cigarettes to discourage consumption.B

The government sets a maximum rent on housing to protect tenants.C

The government takes over a private library to improve local services.D
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The diagram shows a production possibility curve (PPC) for a country that produces two goods, X
and Y. The initial PPC is given by ST.
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What is the effect on the PPC when the productivity of workers producing good X increases?

The PPC shifts from ST to SV.A

The PPC shifts from ST to SW.B

The PPC shifts from ST to UT.C

The PPC shifts from ST to UW.D

What is consumer surplus?6

the amount of a consumer’s income less the amount paid in income taxA

the amount of a consumer’s income less the amount paid for goods and servicesB

the amount of a consumer’s income received in bonuses and overtime payC

the amount a consumer is willing to pay for a product less the amount actually paidD
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The diagram shows a production possibility curve (PPC) for an economy that produces two goods,
X and Y. Both goods require labour to produce. The initial position of the PPC is at PPC0.
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What is the effect on the PPC following the emigration of a large number of workers?

the PPC remains at PPC0A

the PPC shifts from PPC0 to PPC1B

the PPC shifts from PPC0 to PPC2C

the PPC shifts from PPC0 to PPC3D

A good is provided by the government. Consumption by one person does not affect the amount of
the good available for others.

Which type of good must this be?

6

complementary goodA

merit goodB

private goodC

public goodD
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(a) (i) Identify one possible reason for the value of price elasticity of demand (PED) for
chocolate. [1]

(ii) Calculate the percentage change in the value of global sales of chocolate between 2017
and 2026, as shown in Table 1.1. [1]

(b) With the help of a demand and supply diagram, demonstrate why cocoa bean prices continued
to fall in 2023. [2]

(c) Consider whether a buffer stock system controlled by the government of Ivory Coast would
be likely to prevent fluctuations in the price of cocoa beans. [4]

(d) Assess the extent to which the use of a minimum pricing policy would be the best way to
ensure cocoa bean farmers get paid a living wage. [6]

(e) Assess the advantages and disadvantages of Ivory Coast continuing to specialise in the
production and export of cocoa beans. [6]

Section B

Answer one question.

EITHER

2 (a) With the help of a diagram, explain the difference between producer surplus and consumer 
surplus and consider the extent to which producers always gain when the price of a product 
increases due to higher costs of production. [8] 

(b) Assess the view that a business should be more concerned about the income elasticity of
demand for its product than its cross elasticity of demand when incomes are falling. [12]

OR

3 (a) With the help of a diagram, explain the difference between a movement along a production 
possibility curve (PPC) and a shift of this curve and consider whether a decision to produce 
more of one product will always incur an equal opportunity cost. [8]

(b) Assess the extent to which it is always necessary to increase the size of the labour factor of
production in order to cause an outward shift of the production possibility curve. [12]4
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Section C

Answer one question.

EITHER

4 (a) Explain three components of the current account of the balance of payments and consider 
the extent to which a depreciation in the exchange rate will always lead to a surplus on the 
current account. [8]

(b) Assess the extent to which the use of supply-side policy would be the best way to reduce a
deficit on the current account of the balance of payments. [12]

OR

5 (a) With the help of an aggregate demand and aggregate supply (AD/AS) diagram, explain why 
two components of AD may increase and consider the extent to which an increase in AD will 
always lead to inflation. [8]

(b) Assess the view that the effects of a high rate of inflation are always more damaging for
consumers than for firms. [12]3
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Which statement about a free vaccination programme is normative?1

It will help raise life expectancy.A

It is likely to improve the welfare of society.B

It will result in lower spending on other medical services.C

Tax revenues generated through improved economic activity will exceed the spending on
vaccination.

D

The diagram shows the production possibility curves of two countries, X and Y.2
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What can be concluded from the diagram?

Both countries have decreasing opportunity cost in the production of consumer goods.A

Both countries should produce 40 units of capital goods and 20 units of consumer goods.B

Country Y has constant opportunity cost in the production of consumer goods.C

Country Y is producing more consumer goods than country X.D

Which goods are least likely to be allocated by market forces in a mixed economy?3

hospitalsA

railwaysB

street lightingC

television programmesD
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The diagram shows an outward shift of the production possibility curve from PPC1 to PPC2.5
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What could have caused this shift?

a decrease in mineral resourcesA

a decrease in prices of consumer goodsB

an increase in employmentC

an increase in technologyD

D1 and S1 are the initial demand and supply curves in the market for new cars with an equilibrium
at X.
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What will cause the demand curve to shift to D2 and the supply curve to shift to S2?

a decrease in real incomes and a rise in the costs of new car productionA

a decrease in the price of petrol and a subsidy on new car productionB

an increase in the availability of loans for new car purchases and a specific tax on new carsC

an increase in the price of train travel and an increase in the number of car producersD
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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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