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Section B

Answer one question.

EITHER

2 (a) Explain what is meant by the incidence of an indirect tax and consider the extent to which it is 
possible for the incidence to pass from a producer of a good to a consumer of that good. [8]

 (b) Assess the extent to which a government should subsidise the production of merit goods to 
increase the consumption of these goods. [12]

OR

3 (a) Explain what determines elastic and inelastic price elasticity of supply (PES) and consider 
the extent to which the value of PES may differ between an agricultural good and a 
manufactured good. [8]

 (b) Firms will often try to estimate elasticity values to judge the possible success of decisions to 
change prices or to introduce new products.

  Assess the extent to which an understanding of income elasticity of demand (YED) may be 
more useful than cross elasticity of demand (XED) in increasing the income from sales for 
a firm. [12]

Section C

Answer one question.

EITHER

4 (a) Using two tools of protection, explain what is meant by protectionism and consider the extent 
to which these two tools may benefit an economy. [8]

 (b) Assess the extent to which the principle of comparative advantage should be the main factor 
to consider when countries decide whether to trade with each other. [12]

OR

5 (a) Explain the difference between structural unemployment and cyclical unemployment and 
consider the extent to which structural unemployment is likely to be more damaging to an 
economy than cyclical unemployment. [8]

 (b) Low unemployment is a macroeconomic policy objective for a government.

  Assess the extent to which this is most likely to be achieved by supply-side policy. [12]
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A government introduces a maximum price for rice of P2.11
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What is the effect of this?

Government spending will increase.A

The price of rice will be unchanged.B

There will be a shortage of rice.C

There will be a surplus of rice.D

A government intervenes to raise the wages of a group of workers to prevent their exploitation.

Where might such government intervention be justified?

12

in an industry that is protected by tariffs on imports from abroadA

in an industry where a trade union negotiates wages for the workersB

in an industry where the output is produced by a single firm monopolistC

in an industry where workers are employed by a monopsonistD

13 What is likely to reduce the domestic money supply?

Banks being allowed to hold a lower liquidity ratio.A

Individuals choosing to hold more money in the form of idle balances.B

The government financing its budget deficit by borrowing from the banking sector.C

The government increasing its borrowing from other countries.D
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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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What is an example of wealth?11

interest receivedA

profitsB

propertyC

incomesD

Toomuch sugar causes an increase in a consumer’s weight. A government has introduced a ‘sugar
tax’ on the consumption of soft drinks that have a high sugar content.

How might this policy help to reduce the number of overweight people?

12

Consumers switch to cheaper brands of soft drink with a high sugar content.A

Consumers switch to other high-sugar substitute goods, such as alcohol or sweets.B

The price elasticity of demand for soft drinks is inelastic.C

The tax revenue is spent on education about the dangers of soft drink consumption.D

A ��1�� price set below the market equilibrium will cause a ��2�� of the product, and a
��3�� price set above the market equilibrium will cause a ��4�� of the product.

Which words complete gaps 1, 2, 3 and 4?

13

4321

surplusminimumshortagemaximumA

shortageminimumsurplusmaximumB

surplusmaximumshortageminimumC

shortagemaximumsurplusminimumD
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An open economy with a government sector is in equilibrium. Households in this economy save
$100 million and firms spend $150 million on investment.

Which combination of the budget balance and the current account balance would lead to an
equilibrium position on the circular flow of income?

17

current account balancebudget balance

$50m deficit$100m deficitA

$50m surplus$100m deficitB

$50m deficit$100m surplusC

$50m surplus$100m surplusD

An economy’s manufacturing share of real GDP fell from 30% in 1990 to 12% in 2023.

Which type of unemployment would have resulted from this?

18

cyclicalA

frictionalB

structuralC

voluntaryD

Which statement is not correct?19

The long-run aggregate supply curve can be downward sloping.A

The long-run aggregate supply curve can be horizontal.B

The long-run aggregate supply curve can be upward sloping.C

The long-run aggregate supply curve can be vertical.D

The price of a pack of six eggs rises from $1.00 to $1.32 over a year. Consumer prices, as measured
by the consumer price index, rise by 10% over the same period.

What is the real price of a pack of six eggs at the end of the year?

20

$1.32D$1.20C$1.10B$1.00A
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The table shows the amount of tax paid on three different levels of income.

Which combination shows a proportional income tax system?

25

tax paid on annual
income of $40000

tax paid on annual
income of $20000

tax paid on annual
income of $10000

100010001000A

200015001000B

400020001000C

800025001000D

Why does the value of a country’s terms of trade have no monetary units?26

It cannot be calculated accurately enough.A

It includes more than one currency.B

It is a ratio of two index numbers.C

It measures change over time.D

Which statement correctly describes a tariff?27

It is a complete ban on imports.A

It is a minimum price for domestic producers.B

It is a payment to exporters.C

It is a tax imposed on imports.D

A country has a persistent deficit on the current account of its balance of payments. 

What is most likely to improve the situation in the long run?

28

a lowering of the level of import dutiesA

a reduction in the level of income taxB

the introduction of expansionary monetary policyC

the use of grants to encourage new investment by firmsD
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Section C

Answer one question.

EITHER  

4	 (a) 	 Compare the causes of structural unemployment and cyclical unemployment and consider 
which of these types of unemployment is likely to be more harmful to an economy.� [8]

	 (b) 	 Assess whether expansionary monetary policy is likely to be successful in reducing all types 
of unemployment.� [12]

OR

5 	 (a) 	 Explain what is meant by a deficit on the current account of an economy’s balance of 
payments and consider whether a high rate of inflation will always lead to a deficit on the 
current account of an economy’s balance of payments.� [8]

	 (b) 	 Assess whether a high rate of inflation or a deficit on the current account of the balance of 
payments is the more serious problem for an economy.� [12]
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