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The graph shows the total economic welfare derived by citizens from a government’s expenditure
on health and education services.
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If the government has $60 billion of its budget to allocate between health and education services,
which allocation will give its citizens the highest level of welfare?
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A government gives a subsidy to a producer of a product.

What will be the likely effect of this?
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a shift to the left in the demand curve and a rise in equilibrium quantityA

a shift to the left in the supply curve and a rise in equilibrium quantityB

a shift to the right in the demand curve and a fall in equilibrium priceC

a shift to the right in the supply curve and a fall in equilibrium priceD
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The diagram shows the market for a demerit good. The initial equilibrium is at point X.

What will be the new equilibrium if the government imposes a unit tax on this demerit good and
successfully informs consumers of its harmful effects?
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To improve the health of people, a government puts a tax on the sale of drinks that contain sugar.

What are the likely effects of this tax on both the prices of the drinks that contain sugar and the
price of sugar?
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The income Gini coefficient of a country changes from 0.29 to 0.33 over time.

What might explain this change?
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an increase in food and energy subsidiesA

an increase in structural unemploymentB

an increase in the national minimum wageC

an increase in the top rate of income taxD
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Market demand curves normally slope downwards. They may also shift from D1 to either D2 or D3.7
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What would cause a movement along D1 for good X and not a shift to either D2 or D3?

advertising of good X increases salesA

consumer incomes riseB

the price of good X fallsC

the prices of other goods fallD

The diagram shows the demand curve and supply curve for broken rice that is considered to be
an inferior good. The market is in equilibrium at point X with a price of P1 and quantity of Q1.

Which point is the new equilibrium if household incomes rise?
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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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Section B

Answer one question.

EITHER

2 (a) In 2022 the supply of root ginger from Nigeria, Africa’s biggest producer, fell by 20%. Market 
demand was expected to grow by more than 5%. 

  With the help of a demand and supply diagram, explain how the market equilibrium for root 
ginger in Nigeria is likely to change and consider how certain you are of the new market 
price. [8]

 (b) Assess the ways in which producers of root ginger might be able to stabilise their incomes.
 [12]

OR

3 (a) The Gini coefficient for South Korea was estimated to be 0.39 in 2019 and 0.33 in 2022. 

  Explain what this data means, how it might be used by the government of South Korea and 
consider its usefulness. [8]

 (b) Assess why it is easier for a government such as that of South Korea to redistribute income 
rather than redistribute wealth. [12]

Section C

Answer one question.
EITHER

4 (a) For your economy or for one that is known to you, explain three causes of inflation and 
consider which of these causes is likely to be most important in 2025. [8]

 (b) Assess whether supply-side policy or demand-side policy is the better way of reducing this 
inflation. [12]

OR

5 (a) Explain two reasons why an economy may have a deficit on the current account of its balance 
of payments and consider whether its government is likely to be concerned about this deficit.
 [8]

 (b) Assess whether it is better to use protectionist policies or contractionary policies to reduce a 
deficit on the current account of the balance of payments. [12]
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The diagram shows the demand for and supply of a product.9
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What could cause supply to shift from S1 to S2?

a fall in the price of the productA

a fall in labour costsB

a rise in the price of the productC

a rise in labour costsD

The diagram shows the demand for and supply of a product.

Which area shows producer surplus?
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The diagram shows an outward shift of the production possibility curve from PPC1 to PPC2.5

O

consumer
goods

capital goods

PPC1 PPC2

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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9	 The diagram shows the market for oil. The original equilibrium price is P. 
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	 There is a reduction in world oil supplies due to war in some supplying countries. At the same time 
some importing countries are much colder than usual. 

	 What will be the equilibrium price of oil after these changes?

	 A	 P1		  B	 P2	 C	 P3	 D	 P4

10	 The demand for a good falls at the same time as its costs of production decrease.

	 What will be the combined effect of these changes on the price and on the quantity supplied of the 
good?

price quantity supplied

A decrease decrease

B decrease uncertain

C uncertain decrease

D uncertain uncertain

11	 A government imposes a specific indirect tax on a product.

	 When will the tax cause the greatest reduction in consumer surplus for the buyers of the product?

	 A	 When the product has price elastic demand and price elastic supply.

	 B	 When the product has price elastic demand and price inelastic supply.

	 C	 When the product has price inelastic demand and price elastic supply.

	 D	 When the product has price inelastic demand and price inelastic supply. 
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