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IGCSE ECONOMICS • HOLIDAY HOMEWORK 假期作业

1 Scarcity and choice – Part 1

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

economic problem 经济问题

scarcity 稀缺性

factors of produc-
tion

生产要素

Recall
The basic economic problem 经济问题 is scarcity 稀缺性: people have unlimited
wants but only limited resources.

New ideas
Read these first, then do the Practice.

1 Scarcity and choice

unlimited wants

limited resources

= scarcity
(we must choose)

Because of scarcity, every choice has a cost.

2 Factors of production
The factors of production 生产要素 are the resources used to make goods:

IGCSE Economics • Holiday Homework —1 Scarcity and choice – Part 1 1
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land natural resources

labour workers

capital machines, tools

enterprise the risk-taker

Watch out: scarcity comes from unlimited wants but limited resources —it forces
every choice. The four factors are land, labour, capital, enterprise: labour is the
workers, capital is the machines/tools, enterprise is the risk-taking organiser.

Practice
Try these in order.

1.1 What is scarcity? [1]

1.2 Why does scarcity force us to make choices? [1]

1.3 Name the four factors of production. [2]

1.4 Which factor is the ”workers”? [1]

1.5 Which factor includes machines and tools? [1]

1.6 Challenge. A baker uses a field, three staff, an oven, and her own idea to run the
business. Match each one to a factor of production. [4]

IGCSE Economics • Holiday Homework —1 Scarcity and choice – Part 1 2
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IGCSE Economics: w24 11Name: IGCSE Economics: w24 11Name: 

What has an opportunity cost in consumption?1

airA

foodB

sea waterC

sunlightD

In which case is it possible to set the level of reward before production takes place for the first factor 
of production but not for the second factor?

2

second factorfirst factor

landcapitalA

labourenterpriseB

capitallabourC

enterpriselandD

The diagram shows the production possibility curve (PPC) for an economy.3

capital
goods

O consumer goods

X

Y

Which cost can be determined as the economy moves along its PPC from point X to point Y?

the opportunity cost of producing more capital goodsA

the opportunity cost of producing more consumer goodsB

the social cost of producing more capital goodsC

the social cost of producing more consumer goodsD

11_0455_11_2024_1.4© UCLES 2024

2

IGCSE Economics: w24 12

Which economic question is least likely to arise as a result of scarcity?1

For whom will we produce?A

How will we produce?B

What will we produce?C

When will we produce?D

What is opportunity cost?2

the allocation of resources in an economyA

the cost to the individual when they consume a goodB

the lack of goods and services available to satisfy unlimited wantsC

the next best alternative forgone when making an economic decisionD

The diagram shows a production possibility curve (PPC) for an economy that produces two goods,
X and Y.

Which point shows the greatest opportunity cost of producing one more unit of good X?

3

O

good Y

good X

A

B

C
D

A period of bad weather leads to a failure of the rice crop.

What is the effect on the market for rice?

4

a shortage of rice and a fall in its priceA

a shortage of rice and a rise in its priceB

a surplus of rice and a fall in its priceC

a surplus of rice and a rise in its priceD

11_0455_12_2024_1.9b_PER© UCLES 2024
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IGCSE Economics: w24 13

What is the cause of the economic problem facing the global market for gold?1

Consumer wants for gold are limited.A

Gold is a limited resource.B

Only governments can sell gold.C

There is an unlimited supply of gold.D

The management of an airline decided to replace its aeroplanes with more technologically advanced
aircraft. At the same time, the company retrained its pilots.

Which factors of production has the airline improved?

2

capital and labourA

capital and landB

labour and enterpriseC

land and enterpriseD

The diagram shows the choices for an individual between leisure and earnings.3

18

15

12

9

6

3

0
10 20 30 40 50 60

earnings $

hours of
leisure
per day

X

Y

What is the opportunity cost to the individual of the extra earnings when moving from position X to
position Y?

$10A

$40B

3 hours of leisure per dayC

6 hours of leisure per dayD

11_0455_13_2024_1.7a© UCLES 2024
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IGCSE Economics: s25 11Name: IGCSE Economics: s25 11Name: 

What is likely to increase the occupational mobility of labour?1

increasing entry requirements to professionsA

increasing retraining of workersB

introducing job specialisationC

introducing subsidised transportD

Sonia owns a takeaway food delivery service. She decides to expand the firm, buying more vans
and hiring additional drivers.

Which factors of production were changed?

2

capital and labourA

capital and landB

enterprise and capitalC

labour and landD

The diagram shows a production possibility curve (PPC). The economy is using all of its available
resources.

3

O

manufactured
goods

agricultural goods

W Z

X
Y

A government decides to encourage more production of manufactured goods instead of agricultural
goods.

Which movement shows this policy change?

Z to XDX to WCW to YBW to XA

06_0455_11_2025_1.8© UCLES 2025
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What has an opportunity cost in consumption?1

airA

foodB

sea waterC

sunlightD

In which case is it possible to set the level of reward before production takes place for the first factor 
of production but not for the second factor?

2

second factorfirst factor

landcapitalA

labourenterpriseB

capitallabourC

enterpriselandD

The diagram shows the production possibility curve (PPC) for an economy.3

capital
goods

O consumer goods

X

Y

Which cost can be determined as the economy moves along its PPC from point X to point Y?

the opportunity cost of producing more capital goodsA

the opportunity cost of producing more consumer goodsB

the social cost of producing more capital goodsC

the social cost of producing more consumer goodsD

11_0455_11_2024_1.4© UCLES 2024

2

The table shows the distribution of income as measured by GDP for three countries in a year.24

percentage of GDP received by each 20% of households

lowest 20%
second

lowest 20%
middle 20%

second
highest 20%

highest 20%

8.914.318.022.436.4Belgium

5.49.413.520.051.7Mexico

5.110.315.322.446.9US

What can be concluded from the table?

A The lowest 20% of households in the US have lower incomes than the lowest 20% of
households in Mexico.

The lowest 40% of households in Belgium receive a larger share of the country’s income
than the highest 20% of households.

B

The distribution of income is most equal in Belgium.C

The highest 20% of households in the US receive half of the country’s income.D

The number of people in relative poverty in a country is decreasing.

What is the most likely cause of this?

25

a contractionary fiscal policyA

a decrease in the national minimum wageB

an expansion of investment in educationC

an increase in barriers to entry for multinational companiesD

African economies may have rapid economic growth because of a large increase in their working
age population.

Based on this idea, which factor of production is most likely to grow significantly?

26

labourA

enterpriseB

capitalC

landD

[Turn over11_0455_11_2024_1.4© UCLES 2024
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IGCSE ECONOMICS • HOLIDAY HOMEWORK 假期作业

1 Opportunity cost and the PPC –
 Part 2

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

opportunity cost 机会成本

production possi-
bility curve (PPC)

生产可能
性曲线

Recall
Every choice means giving something up, and a curve can show what an economy can
produce.

New ideas
Read these first, then do the Practice.

1 Opportunity cost
The opportunity cost 机会成本 of a choice is the next best thing you give up:

$10

a book

a game

choose

= opportunity cost

2 The production possibility curve
A production possibility curve (PPC)生产可能性曲线 shows the most an econ-
omy can make of two goods:

IGCSE Economics • Holiday Homework —1 Opportunity cost and the PPC – Part 2 1
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good A

go
od

B

on it = full use

inside = waste

Watch out: opportunity cost is the single next best thing you give up —not
everything you didn’t choose. On a PPC, a point on the curve uses all resources
(efficient); a point inside wastes some.

Practice
Try these in order.

1.6 What is opportunity cost? [1]

1.7 You spend your money on a book instead of a game. What is the opportunity cost?[1]

1.8 What does a PPC show? [1]

1.9 What does a point on the PPC mean? [1]

1.10 What does a point inside the PPC mean? [1]

1.11 Challenge. A country uses all its resources to make either tractors or guns. Using

IGCSE Economics • Holiday Homework —1 Opportunity cost and the PPC – Part 2 2
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a PPC, explain the opportunity cost of choosing to make more guns. [2]

IGCSE Economics • Holiday Homework —1 Opportunity cost and the PPC – Part 2 3
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IGCSE Economics: w25 12Name: IGCSE Economics: w25 12Name: 

A government wants to build a new hospital.

What is most likely to prevent the government from doing this?

1

People in the country cannot afford healthcare.A

People in the country would go abroad for healthcare.B

The government cannot agree how big the hospital should be.C

The government does not have enough money.D

Which term describes the loss of potential benefit to a consumer when making a choice between
alternatives?

2

opportunity costA

scarcityB

shortageC

the economic problemD

A country is producing at point X on its production possibility curve (PPC) which shows how it can
allocate its production between capital goods and consumer goods.

A period of recession then causes some of its factories to close.

Which point could represent the country’s new position?

3

capital

goods

O consumer goods

A

C
D

B

X

11_0455_12_2025_1.8© UCLES 2025
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The price elasticity of demand for smartphones is believed to be −2.0. A manufacturer decides to
cut prices by 10%.

What will be the effect of this change in price?

7

demand will fall by 20%A

demand will rise by 5%B

quantity supplied will remain unchangedC

revenue will increaseD

What is a characteristic of a market economic system?8

consumers decide whether production is labour-intensive or capital-intensiveA

factors of production are government-ownedB

high levels of government interventionC

land and capital are privately ownedD

A government intends to build a new road through a forest.

What will be an external cost of this?

9

the cost of building the roadA

the loss suffered by those who would have used the forestB

the cost of maintaining the roadC

the new jobs created from the construction of the roadD

Which function does a central bank provide for the general public?10

accepting depositsA

issuing banknotesB

making loansC

providing overdraftsD

03_0455_12_2025_1.12© UCLES 2025
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4

0455/22/F/M/25© UCLES 2025

Section B

Answer any three questions.

Each question is introduced by stimulus material. In your answer you may refer to this material and/or 
to other examples that you have studied.

2 South Korea makes use of both economic goods and free goods. Its output includes products with 
both elastic and inelastic supply. The country is building the world’s first floating city, estimated to 
cost $180m. This is to cope with rising sea levels caused by climate change. Governments take a 
number of measures to reduce greenhouse gases which contribute to climate change, including 
banning the burning of wood to heat homes.

 (a) Identify a difference between economic goods and free goods. [2]

 (b) Explain how opportunity cost will influence a government’s decision on whether to spend tax 
revenue on a large infrastructure project. [4]

 (c) Analyse the influences on whether supply of a product is elastic or inelastic. [6]

 (d) Discuss whether or not a government should ban the burning of wood to heat homes. [8]

3 Estonia’s factors of production are employed in a range of industries including education. In 2022, 
the country experienced a shortage of teachers. The government increased teachers’ wages to 
attract workers from other industries. Two of Estonia’s other industries are building and clothing. 
Estonia’s clothing industry has firms of different sizes. Estonia’s firms were affected in 2022 by the 
government increasing the money supply.

 (a) Define factor of production. [2]

 (b) Explain two reasons why building workers may not become teachers. [4]

 (c) Analyse how a small firm can compete successfully with a large firm in the same industry. 
 [6]

 (d) Discuss whether or not an increase in the money supply will benefit an economy. [8]

4 Nigeria has a mixed economic system. In January 2023, Nigeria had a high unemployment rate 
of 33% which created a number of costs. Its high inflation rate of 22% had several effects on 
the country’s firms. In 2022 and the start of 2023, Nigerians increased their demand for foreign 
currency.

 (a) Identify two costs of unemployment. [2]

 (b) Explain how the key resource allocation decisions are made in a mixed economic system. 
 [4]

 (c) Analyse the causes of an increase in the demand for foreign currency. [6]

 (d) Discuss whether or not inflation will harm a country’s firms. [8]
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IGCSE Economics: w24 11Name: IGCSE Economics: w24 11Name: 

Which person is most likely to make a microeconomic decision as part of their job?4

a government finance ministerA

the global administrator of the Human Development IndexB

the governor of the central bankC

the manager of a private sector firmD

What necessarily describes the market system?5

all resources used to produce consumer goodsA

an economy with both a private and a public sectorB

limited resources but unlimited wantsC

resources allocated through demand and supplyD

The diagram shows the demand for and supply of a product. The original equilibrium is at X.

Which point indicates the new equilibrium position if there is an increase in the price of a close
substitute for the product while other things remain the same?

6

price

quantity

B

A

C

D

X

D3

D1

D2

S3
S1

S2

O

A firm has the following supply schedule.7

quantity supplied
price
($)

10

20

5

10

What is the price elasticity of supply of the good as the price increases from $5 to $10?

+2.0D+1.0C+0.5B−0.5A

[Turn over11_0455_11_2024_1.4© UCLES 2024
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Which economic question is least likely to arise as a result of scarcity?1

For whom will we produce?A

How will we produce?B

What will we produce?C

When will we produce?D

What is opportunity cost?2

the allocation of resources in an economyA

the cost to the individual when they consume a goodB

the lack of goods and services available to satisfy unlimited wantsC

the next best alternative forgone when making an economic decisionD

The diagram shows a production possibility curve (PPC) for an economy that produces two goods,
X and Y.

Which point shows the greatest opportunity cost of producing one more unit of good X?

3

O

good Y

good X

A

B

C
D

A period of bad weather leads to a failure of the rice crop.

What is the effect on the market for rice?

4

a shortage of rice and a fall in its priceA

a shortage of rice and a rise in its priceB

a surplus of rice and a fall in its priceC

a surplus of rice and a rise in its priceD

11_0455_12_2024_1.9b_PER© UCLES 2024
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IGCSE ECONOMICS • HOLIDAY HOMEWORK 假期作业

2 Demand and supply – Part 1

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

market 市场

Demand 需求

supply 供给

Recall
A market 市场 is where buyers and sellers meet. Demand 需求 comes from buyers;
supply 供给 comes from sellers.

New ideas
Read these first, then do the Practice.

1 Demand
Demand is how much buyers want to buy at each price. As the price rises, demand
falls:

quantity

pr
ice

D

price up →
demand down

2 Supply
Supply is how much sellers want to sell at each price. As the price rises, supply rises:

IGCSE Economics • Holiday Homework —2 Demand and supply – Part 1 1
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quantity

pr
ice

Sprice up →
supply up

Watch out: as price rises, demand falls (buyers want less) but supply rises
(sellers want to sell more) —the two move opposite ways. The demand curve slopes
down; the supply curve slopes up.

Practice
Try these in order.

2.1 What is demand? [1]

2.2 What happens to demand when the price rises? [1]

2.3 What is supply? [1]

2.4 What happens to supply when the price rises? [1]

2.5 Which way does a demand curve slope? [1]

2.6 Challenge. The price of a bus ticket rises. State and explain what happens to (a)
the demand from passengers and (b) the supply from bus companies. [2]

IGCSE Economics • Holiday Homework —2 Demand and supply – Part 1 2
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IGCSE Economics: s25 13Name: IGCSE Economics: s25 13Name: 

What is the function of the price mechanism in a market economy?4

allocating resources and guiding choicesA

allowing governments to provide price stabilityB

enabling markets to operate fairlyC

preventing competitors from entering a marketD

The table shows the demand and supply schedules for rice. The current price is $2.00 per kilo.5

quantity supplied
(million tonnes)

quantity demanded
(million tonnes)

price per kilo $

30

25

20

15

10

5

10

20

30

40

2.50

2.00

1.50

1.00

0.50

What will happen if the price is reduced to $1.00 per kilo?

The demand curve will shift to the left.A

The market will move from shortage to surplus.B

The market will move from surplus to shortage.C

The supply curve will shift to the right.D

[Turn over06_0455_13_2025_1.12© UCLES 2025
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The price elasticity of demand for smartphones is believed to be −2.0. A manufacturer decides to
cut prices by 10%.

What will be the effect of this change in price?

7

demand will fall by 20%A

demand will rise by 5%B

quantity supplied will remain unchangedC

revenue will increaseD

What is a characteristic of a market economic system?8

consumers decide whether production is labour-intensive or capital-intensiveA

factors of production are government-ownedB

high levels of government interventionC

land and capital are privately ownedD

A government intends to build a new road through a forest.

What will be an external cost of this?

9

the cost of building the roadA

the loss suffered by those who would have used the forestB

the cost of maintaining the roadC

the new jobs created from the construction of the roadD

Which function does a central bank provide for the general public?10

accepting depositsA

issuing banknotesB

making loansC

providing overdraftsD

03_0455_12_2025_1.12© UCLES 2025
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Which economic question is least likely to arise as a result of scarcity?1

For whom will we produce?A

How will we produce?B

What will we produce?C

When will we produce?D

What is opportunity cost?2

the allocation of resources in an economyA

the cost to the individual when they consume a goodB

the lack of goods and services available to satisfy unlimited wantsC

the next best alternative forgone when making an economic decisionD

The diagram shows a production possibility curve (PPC) for an economy that produces two goods,
X and Y.

Which point shows the greatest opportunity cost of producing one more unit of good X?

3

O

good Y

good X

A

B

C
D

A period of bad weather leads to a failure of the rice crop.

What is the effect on the market for rice?

4

a shortage of rice and a fall in its priceA

a shortage of rice and a rise in its priceB

a surplus of rice and a fall in its priceC

a surplus of rice and a rise in its priceD

11_0455_12_2024_1.9b_PER© UCLES 2024
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IGCSE Economics: w25 11Name: IGCSE Economics: w25 11Name: 

The price of petrol increases in a country with a market economic system.

What is a consequence of this?

4

More cars are bought.A

The costs of road transport increase.B

The quantity of petrol supplied falls.C

There is a shortage of petrol.D

What determines a consumer’s demand for a product?5

the price of the
product

the consumer’s
willingness to buy
the product

the consumer’s
income

✓✓✓A

✗✓✓B

✓✓✗C

✓✗✓D

The diagram shows the market for a product.6

S

D

U V

WX

P2

P1

P3

Q3 Q1 Q2
O

price

quantity

Which distance shows a market disequilibrium caused by excess supply?

X to WDV to WCU to XBU to VA

[Turn over11_0455_11_2025_1.9© UCLES 2025
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IGCSE Economics: w24 13

The world price of cocoa has been falling while the prices of products made from cocoa have been
rising.

Which combination might explain this?

4

advertising expenditure
on products made from cocoa

market for cocoa

decreaseexcess demandA

decreaseexcess supplyB

increaseexcess demandC

increaseexcess supplyD

The table shows the amounts demanded and supplied of tomatoes at different prices. The initial
equilibrium is at a price of $40.

5

supply
(kg)

demand
(kg)

price
($)

22010

51620

81230

101040

12850

The following year, more efficient harvesting means that the supply increases by 50% at each price.

What will happen to the suppliers’ total revenue?

It will fall by $10.A

It will fall by $40.B

It will rise by $10.C

It will rise by $200.D

A fall in which variable would help eliminate a market shortage?6

quantity demandedA

priceB

quantity suppliedC

the number of firmsD

[Turn over11_0455_13_2024_1.7a© UCLES 2024

3

IGCSE Economics: s24 11

What is a free good?1

free samples of a new productA

health services provided by the stateB

second-hand clothingC

sunlightD

A firm is deciding whether to produce good X or good Y for the next five years. The predicted 
revenue for good X is $20 000 per year and for good Y is $18 000 per year.

What is the opportunity cost of producing good X?

2

D $100 000C $90 000A $18 000 B $20 000

The diagram shows a production possibility curve (PPC) for an economy.3

O

good Y

good X

M

N

What is the reason for the economy moving from point M to point N?

decreased unemployment in industries producing good XA

improvement in technology used to produce good XB

increased productivity of workers producing good XC

increased resource allocation to the production of good XD

What is not held constant when drawing a demand curve for a good or service?4

consumers’ incomesA

tastes and preferencesB

the price of substitutesC

the price of the good or serviceD

06_0455_11_2024_1.15© UCLES 2024
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IGCSE Economics: w25 11Name: IGCSE Economics: w25 11Name: 

Consumers and producers face the same problem of satisfying wants.

What is the most likely reason wants cannot be satisfied?

1

consumers and producers cannot establish an equilibrium priceA

consumers have excess choice when producers oversupplyB

consumers have limited income and producers have finite resourcesC

consumers lack information to buy and producers lack motivation to supplyD

A worker decides to leave their job as a bus driver and take a job as a lorry driver.

What will increase the opportunity cost of this decision?

2

an increase in the holidays for lorry driversA

an increase in the income tax paid by bus driversB

an increase in the wages of bus driversC

an increase in the wages of lorry driversD

The diagram shows a country's production possibility curve (PPC).3

O

X

Y

food

machines

PPC

What would cause a movement from point X to point Y?

decrease in productivityA

decrease in unemploymentB

increase in capital investmentC

increase in economic growthD

11_0455_11_2025_1.9© UCLES 2025
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A manufacturing firm increases the scale of its production. Its average total cost (ATC) curve in 
the long run is shown below.

At which point on the ATC curve is the firm experiencing diseconomies of scale?

13

O

cost

output

ATC
A

B C

D

What is most likely to increase the demand for labour in an industry?14

a decrease in the price of capital used by the industryA

a decrease in the productivity of labour in the industryB

an increase in the demand for the industry’s productC

an increase in the wage paid to labour in the industryD

A firm has fixed costs of $100 for its daily output. The table shows its daily total variable costs.15

4321output (units)

720500360200
total variable
costs ($)

What can be concluded about the firm’s average total cost?

It falls continuously.A

It is highest at output 4 units.B

It is lowest at output 3 units.C

It rises continuously.D

[Turn over06_0455_13_2025_1.12© UCLES 2025
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What is an example of microeconomics?4

a fall in the cost of growing wheatA

a fall in the unemployment rateB

an increase in the rate of inflationC

an increase in government spendingD

There are three key questions to be decided in determining resource allocation within an economy.

What does not relate to one of the choices in the three key questions?

5

whether all income groups receive the outputA

whether consumer or industrial goods are producedB

whether economic goods or free goods are suppliedC

whether labour or capital is used in productionD

The diagram shows demand and supply curves for a good. The market is in equilibrium at point X.

What would be the new equilibrium position if there were a successful advertising campaign for
the good and an increase in the cost of raw materials?

6

price

quantity

XA
D

B

C

O

D1D2
D3

S1
S2

S3

[Turn over03_0455_12_2025_1.12© UCLES 2025
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IGCSE Economics: w25 11Name: IGCSE Economics: w25 11Name: 

The price elasticity of demand (PED) of a good is –1.

What will happen to both demand and total revenue as price increases?

7

demand will fall and total revenue will not changeA

demand will fall and total revenue will riseB

demand will rise and total revenue will not changeC

demand will rise and total revenue will riseD

Which pair of economic institutions can be found in a market economy?8

charities and public sector firmsA

multinational companies and commercial banksB

public sector firms and private sector firmsC

stock exchanges and government-funded hospitalsD

The table shows the weekly demand for, and supply of, good X at three prices.9

supply
(tonnes)

demand
(tonnes)

price
($)

10

12

14

16

12

10

20

30

40

What will be the effect if the government imposes a minimum price of $40 per tonne?

a fall in the price of XA

a shortage of XB

a surplus of XC

no change in the market equilibriumD

What is the function of money when it is used to value goods and record transactions?10

a medium of exchangeA

a standard of deferred paymentB

a store of wealthC

a unit of accountD

11_0455_11_2025_1.9© UCLES 2025
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The price of fish has increased from $3.00 to $4.80. The quantity supplied of fish has increased
from 100 units to 130 units.

What is the price elasticity of supply (PES) of fish?

7

2D1.8C1.3B0.5A

Which combination shows features of the mixed economic system?8

public
sector

private
sector

price
mechanism

yesnonoA

noyesnoB

noyesyesC

yesyesyesD

The diagram shows the equilibrium price for bread.9

price

($)

quantity

D

S

0

5

What will be the short-term effect if the government sets a maximum price below $5?

a shift in the demand curveA

a shift in the supply curveB

an excess of demand over supplyC

an excess of supply over demandD

Why do banknotes function as money?10

They are backed by gold.A

They are durable.B

They are generally acceptable.C

They have intrinsic value.D

© UCLES 2025
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15 How is total revenue calculated?

price divided by the total outputA

total output divided by the priceB

total output multiplied by the priceC

total output multiplied by total costsD

There is a number of cafés selling snacks and drinks in a city centre. Several of these cafés close 
due to their owners retiring.

What is the likely effect on the prices and profits of the remaining cafés?

16

profitsprices

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

What is a macroeconomic aim of government?17

equilibrium prices in marketsA

high wagesB

low inflationC

profit maximisationD

The table shows earnings and total income tax paid per year.18

total income tax paid $earnings $

10005000

20008000

30009000

Which type of tax system does this illustrate?

indirectA

progressiveB

proportionalC

regressiveD

11_0455_13_2024_1.7a© UCLES 2024
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A market changes from being very competitive to being a monopoly.

What is likely to happen to output and price in this market?

16

priceoutput

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

What is the most likely reason for a government to aim for price stability?17

to improve international competitivenessA

to increase workers' wage demandsB

to reduce consumer spendingC

to reduce spending on employment-related benefitsD

A country's unemployment rate increased from 3.6% to 4.2% in one year.

What might be the consequences for tax revenues and welfare payments?

18

welfare paymentstax revenues

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

In a country, some highly-paid workers reduce their working hours because of very high income
tax rates at higher levels of income.

What is a disadvantage of this income taxation?

19

It creates uncertainty for workers.A

It does not maximise tax revenue.B

It is inequitable for lower-income earners.C

It is regressive in the distribution of income.D

06_0455_13_2025_1.12© UCLES 2025
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Which economic question is least likely to arise as a result of scarcity?1

For whom will we produce?A

How will we produce?B

What will we produce?C

When will we produce?D

What is opportunity cost?2

the allocation of resources in an economyA

the cost to the individual when they consume a goodB

the lack of goods and services available to satisfy unlimited wantsC

the next best alternative forgone when making an economic decisionD

The diagram shows a production possibility curve (PPC) for an economy that produces two goods,
X and Y.

Which point shows the greatest opportunity cost of producing one more unit of good X?

3

O

good Y

good X

A

B

C
D

A period of bad weather leads to a failure of the rice crop.

What is the effect on the market for rice?

4

a shortage of rice and a fall in its priceA

a shortage of rice and a rise in its priceB

a surplus of rice and a fall in its priceC

a surplus of rice and a rise in its priceD

11_0455_12_2024_1.9b_PER© UCLES 2024
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The diagram shows a shift in the supply curve for New Zealand’s airlines from S1 to S2.5

S1

S2

O

price

quantity

What is the most likely cause of this shift?

a decrease in the costs of New Zealand’s airlinesA

a decrease in the number of people wanting to fly to New ZealandB

an increase in the price of train and bus travel in New ZealandC

an increase in the tax on air travel in New ZealandD

What could cause the price of tea to increase?6

decrease in the demand for teaA

decrease in the price of a substitute goodB

increase in the price of a substitute goodC

increase in the supply of teaD

A firm changes the price of its product and finds that its revenue increases.

Which combination of price change and price elasticity of demand would have caused this?

7

price elasticity
of demand

price

between 0 and 1fallsA

equal to 1fallsB

between 0 and 1risesC

greater than 1risesD

[Turn over06_0455_11_2024_1.15© UCLES 2024
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2 Price and elasticity – Part 2

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

equilibrium price 均衡价格

Price elasticity of
demand

需求价格
弹性

Recall
Where supply and demand meet sets the price, and the strength of the response is called
elasticity.

New ideas
Read these first, then do the Practice.

1 The equilibrium price
The equilibrium price 均衡价格 is where the demand and supply curves cross —
the amount buyers want to buy equals the amount sellers want to sell:

quantity

pr
ice

D

S

equilibrium

2 Price elasticity
Price elasticity of demand 需求价格弹性 measures how much demand changes
when the price changes:

IGCSE Economics • Holiday Homework —2 Price and elasticity – Part 2 1
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elastic
(flat)

inelastic
(steep)

Watch out: the equilibrium price is where the demand and supply curves cross
—demand equals supply. Elastic demand (a flat curve) means a big response to a
price change; inelastic (a steep curve) means a small one.

Practice
Try these in order.

2.6 What is the equilibrium price? [1]

2.7 On a diagram, where is the equilibrium? [1]

2.8 What does price elasticity of demand measure? [1]

2.9 Is a flat demand curve elastic or inelastic? [1]

2.10 Demand for a product barely changes when its price rises. Is it elastic or inelastic?[1]

2.11 Challenge. Explain why demand for salt is inelastic, but demand for one particular
brand of crisps is elastic. [2]

IGCSE Economics • Holiday Homework —2 Price and elasticity – Part 2 2
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The diagram shows the market for cherries in Chile.6

O

D1

E1

E2

D2

P2

P1

Q1 Q2

S

price

quantity

What would cause a change in the market equilibrium from E1 to E2?

a newspaper article stating cherries are good for your healthA

a poor harvest for cherries due to bad weatherB

an increase in the imports of cherries from IsraelC

the government reducing the sales tax on cherriesD

A German car producer estimates the price elasticity of demand (PED) for its cars is −2.0.

What can be concluded from this information?

7

its cars are price elasticA

its cars are price inelasticB

its cars are unitary elasticC

its cars take time to produceD

06_0455_13_2025_1.12© UCLES 2025
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A country has large reserves of oil. It decides to produce a wide range of goods rather than specialise
in oil production.

What is not an acceptable reason in support of this decision?

27

Oil is a non-renewable resource that could be exhausted quickly.A

Producing a wide range of goods increases the benefits from free trade.B

Relying on other countries for vital goods and services makes a country vulnerable.C

The price of oil is volatile, making export revenue unstable.D

The US puts a 25% tariff on Chinese steel to protect jobs in the US steel industry.

Under which condition would this policy be most effective?

28

The price elasticity of demand for Chinese steel is –2.5.A

The price elasticity of demand for Chinese steel is –0.5.B

The price elasticity of supply for Chinese steel is 2.5.C

The price elasticity of supply for Chinese steel is zero.D

What might a central bank do to stop a fall in the value of its country’s currency?29

raise interest ratesA

reduce taxes on importsB

remove controls on currency outflowsC

sell their currency on the foreign exchange marketD

A government wishes to reduce the surplus on the current account of its balance of payments.

Which policy is likely to achieve this?

30

cutting government spendingA

devaluing its currencyB

increasing existing import quotasC

increasing import dutiesD

03_0455_12_2025_1.12© UCLES 2025
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Which changes would move the equilibrium in the diagram from point X to point Z?7

quantityO

price

X

Z
S

D

a decrease in demand with a decrease in supplyA

a decrease in demand with an increase in supplyB

an increase in demand with a decrease in supplyC

an increase in demand with an increase in supplyD

When the price of shirts rises from $8 to $10, the demand for shirts falls from 1000 to 500.

What is the value of the price elasticity of demand for shirts?

8

greater than 1A

unitaryB

less than 1C

zeroD

A government intends to build a new international airport in an area of outstanding natural beauty.

What would be an external cost of this decision?

9

the cost of importing construction materialsA

the enjoyment lost by those unable to use the countrysideB

the increase in profits for local businessesC

the wages paid to the construction workersD

© UCLES 2024
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The diagram shows the demand curve for a good.6

price

O
quantity

D

What can be concluded about a single downward-sloping demand curve?

consumers increase demand when their incomes riseA

consumers plan to buy less when prices riseB

firms produce less as prices riseC

firms sell more when prices riseD

When the price of butter increased by 10%, the quantity supplied of butter increased by 20%.

What is the price elasticity of supply (PES) of butter?

7

+2.0D+0.5C−0.5B−2.0A

How are economic decisions determined in a market economic system?8

by a mixture of market forces and government interventionA

by central planners of production and consumptionB

by government regulation of the price mechanismC

by the forces of demand and supplyD

11_0455_12_2025_1.8© UCLES 2025
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The price elasticity of supply (PES) of coffee is calculated as +0.2 for the current year and +2.0 in
the long run.

Why is the PES of coffee higher in the long run?

8

Coffee plants take several years to grow.A

Consumers will not buy coffee at higher prices.B

There are many substitutes for coffee.C

There are no stocks of coffee.D

What would a person believe who wished to encourage the use of the market system?9

people should have equal living standardsA

people should have freedom of actionB

profit maximisation is wrongC

the government should correct people’s bad behaviourD

What is not a form of money?10

a banknoteA

a chequeB

a coinC

a credit cardD

If interest rates fall, what will be the most likely effect on saving and borrowing?11

borrowingsaving

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

[Turn over06_0455_11_2025_1.8© UCLES 2025
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The diagram shows the market for ice cream and the effects of very hot weather.7

O

price

quantity

S1

D1 D2

P2

P1

If prices had remained at P1 even during the hot weather, what was likely to have happened 
in the market for ice cream?

equilibriumA

excess supplyB

rising profitsC

shortageD

The supply of which good is likely to be most price elastic?8

time taken to
produce the good

the good is
easily stored

one daynoA

one yearnoB

one dayyesC

one yearyesD

What is a characteristic of a demerit good?9

it is more beneficial to the consumer than they realiseA

it is overconsumed in the free marketB

it is underproduced in the free marketC

it provides external benefitsD

[Turn over06_0455_12_2025_1.17© UCLES 2025
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A country has a falling birth rate and a rising death rate, while an increasing number of its working
age adults (16–60 years) are seeking employment abroad.

How is this likely to affect the numbers in the different age groups in the country?

26

over 60 years16–60 yearsunder 16 years

fallfallfallA

riserisefallB

risefallriseC

fallriseriseD

What is an advantage of international specialisation?27

Choice is limited.A

Countries become over-dependent on each other.B

Resources are used more efficiently.C

Transport costs are decreased.D

An economy raises its tariffs on imported goods.

What is the most likely result?

28

a fall in the rate of inflationA

an increase in consumer choiceB

an increase in domestic productionC

the current account of the balance of payments moves into a deficitD

Which combination of changes in export revenue and import expenditure is most likely to cause a
country’s exchange rate to depreciate?

29

import expenditureexport revenue

decreasesdecreasesA

increasesdecreasesB

decreasesincreasesC

increasesincreasesD

11_0455_12_2025_1.8© UCLES 2025
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What is least likely to increase the geographical mobility of labour?1

greater provision of information about available jobsA

improved roads and communication networkB

increased opportunities for education and trainingC

strengthened family ties and relationshipsD

Which value does opportunity cost measure?2

environmental damageA

next best alternative forgoneB

output of labourC

price paidD

The diagram shows a production possibility curve (PPC).

Which position is most likely to lead to the greatest outward shift of the PPC?

3

consumer
goods

capital goods
O

A
B

C

D

What is not a function of prices in a market economy?4

prices allow income to be distributed equallyA

prices ration scarce resources among economic agentsB

prices rise and fall to reflect shortages and surplusesC

prices send information to consumers and producersD

11_0455_13_2025_1.6© UCLES 2025
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What is an example of microeconomics?4

a fall in the cost of growing wheatA

a fall in the unemployment rateB

an increase in the rate of inflationC

an increase in government spendingD

There are three key questions to be decided in determining resource allocation within an economy.

What does not relate to one of the choices in the three key questions?

5

whether all income groups receive the outputA

whether consumer or industrial goods are producedB

whether economic goods or free goods are suppliedC

whether labour or capital is used in productionD

The diagram shows demand and supply curves for a good. The market is in equilibrium at point X.

What would be the new equilibrium position if there were a successful advertising campaign for
the good and an increase in the cost of raw materials?

6

price

quantity

XA
D

B

C

O

D1D2
D3

S1
S2

S3

[Turn over03_0455_12_2025_1.12© UCLES 2025
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A bridge is built over a river which enables journey times to be reduced.

The table shows costs and benefits of building the bridge.

9

$000

12

10

8

5

private benefit

private cost

external benefit

external cost

Which calculation represents social benefit?

$12000 – $10000 = $2000A

$8000 – $5000 = $3000B

$12000 + $5000 = $17000C

$8000 + $12000 = $20000D

What is not a role of the central bank?10

to act as the lender of last resortA

to hold deposits from the general publicB

to issue notes and coinsC

to manage the gold reserves of the countryD

The table shows the proportion of disposable income spent on three different goods by four different
households.

Which household is likely to have the lowest income?

11

holidays
%

transport
%

food
%

51550A

101835B

152030C

202520D
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What is least likely to increase the geographical mobility of labour?1

greater provision of information about available jobsA

improved roads and communication networkB

increased opportunities for education and trainingC

strengthened family ties and relationshipsD

Which value does opportunity cost measure?2

environmental damageA

next best alternative forgoneB

output of labourC

price paidD

The diagram shows a production possibility curve (PPC).

Which position is most likely to lead to the greatest outward shift of the PPC?

3

consumer
goods

capital goods
O

A
B

C

D

What is not a function of prices in a market economy?4

prices allow income to be distributed equallyA

prices ration scarce resources among economic agentsB

prices rise and fall to reflect shortages and surplusesC

prices send information to consumers and producersD

11_0455_13_2025_1.6© UCLES 2025
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The diagram shows the average total costs (ATC) and average fixed costs (AFC) for a firm.16

14

10

6

2

0
W X Y Z

output

cost
$

AFC

ATC

Which statement is correct?

At output X, average variable costs are lower than average fixed costs.A

At output Y, total variable costs are greater than total fixed costs.B

Between outputs W and Z, total fixed costs are falling.C

Between outputs W and Y, average variable costs have not changed.D

What is a macroeconomic aim of a government?17

high external costsA

high sales taxB

low unemploymentC

low wagesD

What is a principle of taxation?18

equality between social cost and social benefitA

fairness between taxpayersB

profit maximisation by firmsC

tax revenue maximisationD

[Turn over06_0455_11_2025_1.8© UCLES 2025
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The diagram shows the market for ice cream and the effects of very hot weather.7

O

price

quantity

S1

D1 D2

P2

P1

If prices had remained at P1 even during the hot weather, what was likely to have happened 
in the market for ice cream?

equilibriumA

excess supplyB

rising profitsC

shortageD

The supply of which good is likely to be most price elastic?8

time taken to
produce the good

the good is
easily stored

one daynoA

one yearnoB

one dayyesC

one yearyesD

What is a characteristic of a demerit good?9

it is more beneficial to the consumer than they realiseA

it is overconsumed in the free marketB

it is underproduced in the free marketC

it provides external benefitsD

[Turn over06_0455_12_2025_1.17© UCLES 2025

5

125



IGCSE Economics: w25 11Name: IGCSE Economics: w25 11Name: 

The price elasticity of demand (PED) of a good is –1.

What will happen to both demand and total revenue as price increases?

7

demand will fall and total revenue will not changeA

demand will fall and total revenue will riseB

demand will rise and total revenue will not changeC

demand will rise and total revenue will riseD

Which pair of economic institutions can be found in a market economy?8

charities and public sector firmsA

multinational companies and commercial banksB

public sector firms and private sector firmsC

stock exchanges and government-funded hospitalsD

The table shows the weekly demand for, and supply of, good X at three prices.9

supply
(tonnes)

demand
(tonnes)

price
($)

10

12

14

16

12

10

20

30

40

What will be the effect if the government imposes a minimum price of $40 per tonne?

a fall in the price of XA

a shortage of XB

a surplus of XC

no change in the market equilibriumD

What is the function of money when it is used to value goods and record transactions?10

a medium of exchangeA

a standard of deferred paymentB

a store of wealthC

a unit of accountD

11_0455_11_2025_1.9© UCLES 2025
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The diagram shows the demand curve for a good.6

price

O
quantity

D

What can be concluded about a single downward-sloping demand curve?

consumers increase demand when their incomes riseA

consumers plan to buy less when prices riseB

firms produce less as prices riseC

firms sell more when prices riseD

When the price of butter increased by 10%, the quantity supplied of butter increased by 20%.

What is the price elasticity of supply (PES) of butter?

7

+2.0D+0.5C−0.5B−2.0A

How are economic decisions determined in a market economic system?8

by a mixture of market forces and government interventionA

by central planners of production and consumptionB

by government regulation of the price mechanismC

by the forces of demand and supplyD

11_0455_12_2025_1.8© UCLES 2025
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The price elasticity of supply (PES) of coffee is calculated as +0.2 for the current year and +2.0 in
the long run.

Why is the PES of coffee higher in the long run?

8

Coffee plants take several years to grow.A

Consumers will not buy coffee at higher prices.B

There are many substitutes for coffee.C

There are no stocks of coffee.D

What would a person believe who wished to encourage the use of the market system?9

people should have equal living standardsA

people should have freedom of actionB

profit maximisation is wrongC

the government should correct people’s bad behaviourD

What is not a form of money?10

a banknoteA

a chequeB

a coinC

a credit cardD

If interest rates fall, what will be the most likely effect on saving and borrowing?11

borrowingsaving

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

[Turn over06_0455_11_2025_1.8© UCLES 2025

5

IGCSE Economics: w24 11

Why does a government provide certain goods and services in a mixed economic system?8

The government always provides goods more cheaply than private firms.A

The government considers only private costs and private benefits.B

The government provides goods to prevent the development of monopolies.C

The government provides public goods because private firms cannot charge for them.D

A government intends to subsidise bus fares and increase taxes on private motoring.

How would this affect the private cost of transport?

9

for bus
passengers

for motorists

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

What is not a function of money?10

medium of exchangeA

portabilityB

store of valueC

unit of accountD

Bus drivers receive a wage of $15 000 a year. The government introduces a national minimum
wage.

Under which circumstances will the largest number of bus drivers become unemployed as a result
of the minimum wage?

11

demand for
bus travel

national minimum
wage (per year)

$

increasing15 000A

unchanged15 000B

increasing18 000C

unchanged18 000D

11_0455_11_2024_1.4© UCLES 2024
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3 Households and workers – Part 1

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

households 家庭

workers 工人

spending 消费

saving 储蓄

tax 税

Recall
In an economy, households 家庭 earn and spend money, and workers 工人 are paid
wages for their work.

New ideas
Read these first, then do the Practice.

1 What households do with income

income

spend

savepay tax

• spending 消费 buys goods and services;

IGCSE Economics • Holiday Homework —3 Households and workers – Part 1 1
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• saving 储蓄 keeps money for later;
• tax 税 goes to the government.

2 What affects wages

skills & qualifications

danger / difficulty of the job

demand for the job

all affect a worker’s wage

Watch out: a household can do three things with income —spend, save, or pay
tax. Wages depend on a worker’s skills/qualifications, the difficulty or danger
of the job, and the demand for that work.

Practice
Try these in order.

3.1 Name three things a household can do with its income. [2]

3.2 What is saving? [1]

3.3 Where does tax money go? [1]

3.4 Give one thing that affects how much a worker is paid. [1]

3.5 Why might a doctor earn more than a cleaner? [1]

3.6 Challenge. Explain why a surgeon is usually paid much more than a supermarket

IGCSE Economics • Holiday Homework —3 Households and workers – Part 1 2
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cashier. [2]
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The price of fish has increased from $3.00 to $4.80. The quantity supplied of fish has increased
from 100 units to 130 units.

What is the price elasticity of supply (PES) of fish?

7

2D1.8C1.3B0.5A

Which combination shows features of the mixed economic system?8

public
sector

private
sector

price
mechanism

yesnonoA

noyesnoB

noyesyesC

yesyesyesD

The diagram shows the equilibrium price for bread.9

price

($)

quantity

D

S

0

5

What will be the short-term effect if the government sets a maximum price below $5?

a shift in the demand curveA

a shift in the supply curveB

an excess of demand over supplyC

an excess of supply over demandD

Why do banknotes function as money?10

They are backed by gold.A

They are durable.B

They are generally acceptable.C

They have intrinsic value.D
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What is not a factor of production?1

a 10 dollar noteA

a farm labourerB

a farm shopC

a tractorD

A person works at home making small cakes. She can make 30 cakes an hour and works for four
hours a day. The total cost of the ingredients is $50 and she sells the cakes for $2 each.

What is the opportunity cost if she takes a working day for a holiday?

2

$50A

$240B

30 cakesC

120 cakesD

An economy produces different types of goods using its limited resources. This can be illustrated
by a production possibility curve (PPC).

3

Xconsumer

goods

O capital goods

What does point X on the PPC show?

All resources are used for the production of consumer goods.A

More resources are allocated to producing capital goods than consumer goods.B

Resources are allocated to produce a mixture of consumer goods and capital goods.C

Total resources are not being fully utilised for production of these goods.D

06_0455_13_2025_1.12© UCLES 2025
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Why does a government provide certain goods and services in a mixed economic system?8

The government always provides goods more cheaply than private firms.A

The government considers only private costs and private benefits.B

The government provides goods to prevent the development of monopolies.C

The government provides public goods because private firms cannot charge for them.D

A government intends to subsidise bus fares and increase taxes on private motoring.

How would this affect the private cost of transport?

9

for bus
passengers

for motorists

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

What is not a function of money?10

medium of exchangeA

portabilityB

store of valueC

unit of accountD

Bus drivers receive a wage of $15 000 a year. The government introduces a national minimum
wage.

Under which circumstances will the largest number of bus drivers become unemployed as a result
of the minimum wage?

11

demand for
bus travel

national minimum
wage (per year)

$

increasing15 000A

unchanged15 000B

increasing18 000C

unchanged18 000D
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When the price of meat increased from $5 to $6 per kg, Joe decreased his purchase of meat from
40kg to 20kg a month.

What was Joe’s price elasticity of demand for meat?

7

20D2.5C2.0B0.4A

In the diagram, which line represents perfectly inelastic supply?8

price $

quantityO

A

B

C

D

What is external benefit?9

private benefits minus private costsA

private benefits plus social benefitsB

social benefits minus private benefitsC

social benefits plus social costsD

What is a function of a commercial bank?10

accepting depositsA

controlling money supplyB

issuing notes and coinsC

lending money to the governmentD

11_0455_13_2024_1.7a© UCLES 2024

4

130



IGCSE Economics: s25 11Name: IGCSE Economics: s25 11Name: 

The price elasticity of supply (PES) of coffee is calculated as +0.2 for the current year and +2.0 in
the long run.

Why is the PES of coffee higher in the long run?

8

Coffee plants take several years to grow.A

Consumers will not buy coffee at higher prices.B

There are many substitutes for coffee.C

There are no stocks of coffee.D

What would a person believe who wished to encourage the use of the market system?9

people should have equal living standardsA

people should have freedom of actionB

profit maximisation is wrongC

the government should correct people’s bad behaviourD

What is not a form of money?10

a banknoteA

a chequeB

a coinC

a credit cardD

If interest rates fall, what will be the most likely effect on saving and borrowing?11

borrowingsaving

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

[Turn over06_0455_11_2025_1.8© UCLES 2025
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A country’s central bank raised the rate of interest from 1% to 4% per year.

How would this change have affected the amount saved and the cost of borrowing by individuals?

10

cost of borrowingamount saved

decreaseddecreasedA

increaseddecreasedB

decreasedincreasedC

increasedincreasedD

What is a non-wage factor influencing an individual’s choice of occupation?11

the availability of overtime workA

the hourly rate of payB

the opportunity to get a financial bonusC

the risk of unemploymentD

Workers in the secondary sector of an economy earn more on average than workers in the tertiary
sector.

Which combination will most likely increase differences in wages between workers in the secondary
and tertiary sector of an economy?

12

tertiary sectorsecondary sector

increased supply of workersincreased productivityA

decreased productivity of workersdecreased demand for productsB

increased demand for productsincreased supply of workersC

decreased minimum wageweaker bargaining strengths of trade unionsD
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The table shows how household spending changes with income.11

spending
($ per month)

income
($ per month)

4150

4375

4650

4900

4975

5275

4000

4300

4600

4900

5200

5500

What is the first level of income shown at which savings are positive?

$5200D$4900C$4600B$4000A

The wages of school teachers are rising.

What is least likely to be the cause of this?

12

decreased membership of teaching trade unionsA

increased awareness among parents about the importance of educationB

more restrictions on the immigration of teachers from other countriesC

the opening of new schools by the governmentD

What is a feature of every trade union?13

members are unskilled workersA

members use collective bargainingB

members work for the same employerC

members work in the same industryD

What must occur if a firm experiences economies of scale?14

average costs decreaseA

profits decreaseB

the number of workers increasesC

total advertising costs decreaseD

[Turn over11_0455_11_2025_1.9© UCLES 2025
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A bus driver initially works longer hours if the wage rate increases. As his earnings increase, there
reaches a point when he prefers more leisure than extra work.

Which supply curve, S, represents this situation?

12

A

O

wage
rate

wage
rate

wage
rate

wage
rate

worker
hours

B

O worker
hours

C

O worker
hours

D

O worker
hours

S
S

SS

What is a function of a trade union?13

to negotiate workers’ contractsA

to promote workers to more responsible jobsB

to recruit workers for the firmC

to supervise the workers in the firmD

There has been an improvement in the transport infrastructure in India that reduces the costs of
farming.

What is this an example of?

14

external diseconomies of scaleA

external economies of scaleB

internal diseconomies of scaleC

internal economies of scaleD

A firm chooses to become more capital-intensive.

What is least likely to have increased?

15

interest ratesA

minimum wagesB

the power of trade unionsC

the productivity of capitalD
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What is likely to cause deflation?24

higher employmentA

higher production costsB

increased money supplyC

technological advancesD

What is the most likely reason that an improved standard of education will alleviate poverty?25

It will decrease the productivity of workers.A

It will decrease the rate of unemployment.B

It will increase the government budget deficit.C

It will increase the rate of inflation of an economy.D

What will increase a country's population, all other things being equal?26

a rise in emigrationA

a rise in immigrationB

death rates higher than birth ratesC

decreased life expectancyD

Country Y decides to specialise in the domestic mining of rare metals required in the production of
electric-car batteries.

What is a likely benefit of this for country Y?

27

increased emigrationA

increased exportsB

increased importsC

increased tariff revenueD

06_0455_13_2025_1.12© UCLES 2025
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What is an example of monetary policy?19

an increase in government spendingA

an increase in indirect taxationB

an increase in rules and regulationsC

an increase in the money supplyD

20 What is Gross Domestic Product (GDP) divided by in order to calculate GDP per head?

the adult populationA

the dependent populationB

the total populationC

the working populationD

What is the consequence of economic growth for individuals and for the economy?21

the economyindividuals

increase in inflationincrease in absolute povertyA

increase in government tax revenueincrease in average incomesB

reduction in exportsincrease in the variety of goods and servicesC

reduction in the standard of livingincrease in unemploymentD

What does the labour force survey (LFS) measure?22

the number of workers on the national minimum wageA

the proportion of women in the labour forceB

the unemployed populationC

trade union membershipD

[Turn over11_0455_13_2024_1.7a© UCLES 2024

7

132



IGCSE ECONOMICS • HOLIDAY HOMEWORK 假期作业

3 Firms and markets – Part 2

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

firm 企业

profit 利润

competition 竞争

monopoly 垄断

Recall
A firm 企业 is a business that makes goods or provides services to earn a profit.

New ideas
Read these first, then do the Practice.

1 A firm’s profit

revenue (from sales)

− costs (wages, materials)

= profit

A firm tries to earn a profit 利润 (and may also aim to grow or simply to survive).

2 Types of market
Markets differ by how much competition 竞争 there is:

IGCSE Economics • Holiday Homework —3 Firms and markets – Part 2 1
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monopoly competition

one seller many sellers

more competition →

A monopoly 垄断 is a market with only one seller.

Watch out: a firm’s profit = revenue − costs. Markets vary by competition: a
monopoly has one seller (more power, often higher prices), while perfect compe-
tition has many sellers (more choice, lower prices).

Practice
Try these in order.

3.6 What is a firm? [1]

3.7 How does a firm work out its profit? [1]

3.8 Give one cost a firm might have. [1]

3.9 What is a monopoly? [1]

3.10 In which market is there more competition—a monopoly or perfect competition?[1]

3.11 Challenge. A monopoly is the only seller of a product. Explain one disadvantage
this can bring for customers. [2]

IGCSE Economics • Holiday Homework —3 Firms and markets – Part 2 2
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In which occupations do wages tend to be lowest?12

in those where the work is dangerousA

in those where there is an excess supply of labourB

in those where workers belong to trade unionsC

in those where workers need long trainingD

How might a trade union increase its bargaining power?13

by expanding the market for the productA

by increasing the cost of union membership for workersB

by restricting the entry of workers to the industryC

by supporting wage claims in other industriesD

To be able to produce a car tyre, rubber is required.

If a car tyre manufacturer merges with a supplier of rubber, which type of merger is this?

14

conglomerateA

horizontalB

internalC

verticalD

When it produces 100 units, a firm’s total variable cost is $300 and its total fixed cost is $2700.

What is the average total cost?

15

$30D$27C$24B$3A

What is likely to be found when there are many small firms in an industry?16

There are few barriers to entry.A

There is high expenditure on research and development.B

There is little competition.C

Very large capital costs are needed to establish a firm.D
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In which occupations do wages tend to be lowest?12

in those where the work is dangerousA

in those where there is an excess supply of labourB

in those where workers belong to trade unionsC

in those where workers need long trainingD

How might a trade union increase its bargaining power?13

by expanding the market for the productA

by increasing the cost of union membership for workersB

by restricting the entry of workers to the industryC

by supporting wage claims in other industriesD

To be able to produce a car tyre, rubber is required.

If a car tyre manufacturer merges with a supplier of rubber, which type of merger is this?

14

conglomerateA

horizontalB

internalC

verticalD

When it produces 100 units, a firm’s total variable cost is $300 and its total fixed cost is $2700.

What is the average total cost?

15

$30D$27C$24B$3A

What is likely to be found when there are many small firms in an industry?16

There are few barriers to entry.A

There is high expenditure on research and development.B

There is little competition.C

Very large capital costs are needed to establish a firm.D
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Which combination of statistics is used to calculate the natural population growth of a country?26

2
nd
statistic1

st
statistic

net immigrationbirth rateA

birth ratedeath rateB

death rateemigrationC

emigrationimmigrationD

What will increase the level of specialisation in an economy?27

A computer manufacturer takes over an advertising company.A

A retail store issues its own credit card.B

A travel agent provides transport to the airport.C

A vehicle assembler reduces its range of vehicles.D

What might an economist consider to be meant by the term dumping?28

foreign firms exporting waste productsA

foreign firms producing goods at a lower cost than domestic firmsB

foreign firms selling goods that are out of fashionC

foreign firms exporting products at a price below the cost of productionD

06_0455_11_2025_1.8© UCLES 2025
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The table shows how household spending changes with income.11

spending
($ per month)

income
($ per month)

4150

4375

4650

4900

4975

5275

4000

4300

4600

4900

5200

5500

What is the first level of income shown at which savings are positive?

$5200D$4900C$4600B$4000A

The wages of school teachers are rising.

What is least likely to be the cause of this?

12

decreased membership of teaching trade unionsA

increased awareness among parents about the importance of educationB

more restrictions on the immigration of teachers from other countriesC

the opening of new schools by the governmentD

What is a feature of every trade union?13

members are unskilled workersA

members use collective bargainingB

members work for the same employerC

members work in the same industryD

What must occur if a firm experiences economies of scale?14

average costs decreaseA

profits decreaseB

the number of workers increasesC

total advertising costs decreaseD

[Turn over11_0455_11_2025_1.9© UCLES 2025
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At higher wage rates an individual prefers to work shorter hours than receive extra income.

Which curve shows this?

11

wage
rate

hours worked

A B

C D

O

wage
rate

hours workedO

wage
rate

hours workedO

wage
rate

hours workedO

S

S

S

S

In some countries, there has been a significant reduction in the number of trade union members.

Who are the members of trade unions?

12

employersA

exportersB

importersC

workersD

What would be most likely to encourage a firm to grow internally?13

when diseconomies of scale occur at low levels of outputA

when economies of scale occur at high levels of outputB

when new firms enter the market and increase competitionC

when the firm only supplies the local marketD

[Turn over03_0455_12_2025_1.12© UCLES 2025
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A clothes retailer borrows money to finance the opening of another clothes shop.

Which type of growth is this?

12

What is meant by internal diseconomies of scale?13

average cost for the firm decreases when the output of the firm increasesA

average cost for the firm decreases when the output of the industry increasesB

average cost for the firm increases when the output of the firm increasesC

average cost for the firm increases when the output of the industry increasesD

A food-processing firm decides to change from a labour-intensive production method to a 
capital-intensive production method.

What is likely to decrease as a result of the change?

14

fixed costs as a percentage of total costA

output per worker per hourB

the level of total outputC

variable costs as a percentage of total costD

What is an example of a fixed cost?15

electricityA

insuranceB

raw materialsC

wagesD

What is the definition of profit maximisation?16

The firm is allocating a proportion of profit to other business objectives.A

The firm is making as much profit as possible.B

The firm is making higher levels of profit this year than last year.C

The firm is making the same amount of profit this year as last year.D

[Turn over11_0455_11_2024_1.4© UCLES 2024
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In which occupations do wages tend to be lowest?12

in those where the work is dangerousA

in those where there is an excess supply of labourB

in those where workers belong to trade unionsC

in those where workers need long trainingD

How might a trade union increase its bargaining power?13

by expanding the market for the productA

by increasing the cost of union membership for workersB

by restricting the entry of workers to the industryC

by supporting wage claims in other industriesD

To be able to produce a car tyre, rubber is required.

If a car tyre manufacturer merges with a supplier of rubber, which type of merger is this?

14

conglomerateA

horizontalB

internalC

verticalD

When it produces 100 units, a firm’s total variable cost is $300 and its total fixed cost is $2700.

What is the average total cost?

15

$30D$27C$24B$3A

What is likely to be found when there are many small firms in an industry?16

There are few barriers to entry.A

There is high expenditure on research and development.B

There is little competition.C

Very large capital costs are needed to establish a firm.D
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The table shows a firm’s average revenue and average cost at different levels of output. 

When all output is sold, which level of output generates the most profit?

15

average
cost (US$)

average
revenue (US$)

output
(units)

30105A

202010B

152515C

183020D

What would make the existence of a monopoly market more likely?16

consumers prefer a variety of choice in productsA

significant economies of scale can be achievedB

there are low barriers to entry and exit for firmsC

there are no restrictions on international tradeD

Which role is not performed by a government?17

paying dividends to shareholdersA

promoting international trade agreementsB

providing state benefitsC

subsidising merit goodsD

A government has stated for the next year it has four main aims.18

1 low and stable inflation

2 providing subsidies to farmers

3 raising productivity of workers in the public sector

4 stability in the balance of payments

What are the two macroeconomic aims for the government?

3 and 4D2 and 3C1 and 4B1 and 2A

© UCLES 2025
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What are fixed costs?13

costs that are divided by the amount producedA

costs that are present when output is zeroB

costs that change according to the level of outputC

costs that decrease when output increasesD

The table shows the daily output and costs of four firms making chairs.

Which firm has the highest average cost of production?

14

variable costs
($)

fixed costs
($)

output (units)

1401006A

150309B

16020012C

33012015D

The only information known about a firm is the price it charges for its product and the quantity it
sells.

What else can be concluded from this?

15

its average cost and profitA

its average cost and total revenueB

its average revenue and profitC

its average revenue and total revenueD

If a very competitive market becomes a monopoly, what will be likely to increase and what will be
likely to decrease?

16

decreaseincrease

economies of scalebarriers to entryA

pricesconsumer choiceB

competitionlong-run profitsC

market shareoutputD
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A clothes retailer borrows money to finance the opening of another clothes shop.

Which type of growth is this?

12

What is meant by internal diseconomies of scale?13

average cost for the firm decreases when the output of the firm increasesA

average cost for the firm decreases when the output of the industry increasesB

average cost for the firm increases when the output of the firm increasesC

average cost for the firm increases when the output of the industry increasesD

A food-processing firm decides to change from a labour-intensive production method to a 
capital-intensive production method.

What is likely to decrease as a result of the change?

14

fixed costs as a percentage of total costA

output per worker per hourB

the level of total outputC

variable costs as a percentage of total costD

What is an example of a fixed cost?15

electricityA

insuranceB

raw materialsC

wagesD

What is the definition of profit maximisation?16

The firm is allocating a proportion of profit to other business objectives.A

The firm is making as much profit as possible.B

The firm is making higher levels of profit this year than last year.C

The firm is making the same amount of profit this year as last year.D

[Turn over11_0455_11_2024_1.4© UCLES 2024
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In which occupations do wages tend to be lowest?12

in those where the work is dangerousA

in those where there is an excess supply of labourB

in those where workers belong to trade unionsC

in those where workers need long trainingD

How might a trade union increase its bargaining power?13

by expanding the market for the productA

by increasing the cost of union membership for workersB

by restricting the entry of workers to the industryC

by supporting wage claims in other industriesD

To be able to produce a car tyre, rubber is required.

If a car tyre manufacturer merges with a supplier of rubber, which type of merger is this?

14

conglomerateA

horizontalB

internalC

verticalD

When it produces 100 units, a firm’s total variable cost is $300 and its total fixed cost is $2700.

What is the average total cost?

15

$30D$27C$24B$3A

What is likely to be found when there are many small firms in an industry?16

There are few barriers to entry.A

There is high expenditure on research and development.B

There is little competition.C

Very large capital costs are needed to establish a firm.D
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The table shows a firm’s average revenue and average cost at different levels of output. 

When all output is sold, which level of output generates the most profit?

15

average
cost (US$)

average
revenue (US$)

output
(units)

30105A

202010B

152515C

183020D

What would make the existence of a monopoly market more likely?16

consumers prefer a variety of choice in productsA

significant economies of scale can be achievedB

there are low barriers to entry and exit for firmsC

there are no restrictions on international tradeD

Which role is not performed by a government?17

paying dividends to shareholdersA

promoting international trade agreementsB

providing state benefitsC

subsidising merit goodsD

A government has stated for the next year it has four main aims.18

1 low and stable inflation

2 providing subsidies to farmers

3 raising productivity of workers in the public sector

4 stability in the balance of payments

What are the two macroeconomic aims for the government?

3 and 4D2 and 3C1 and 4B1 and 2A
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Which statement shows two benefits for consumers from specialisation at a national level?27

decreased prices and better qualityA

decreased profits and high-quality raw materialsB

increased choice and high transport costsC

increased productivity and increased economies of scaleD

A multinational company (MNC) opens up a new factory in a host country.

What is a possible cost of this new factory to the host country?

28

increased access to modern technologyA

increased competition for host-country industriesB

increased employment for workersC

increased tax revenue for the governmentD

The diagram shows the change in the exchange rate market for country X’s $.29

O

exchange
rate

quantity of $

S

D1

D2

Which change in country X would have caused this?

a fall in its international competitivenessA

a fall in its level of interest ratesB

a rise in its exports of servicesC

a rise in its imports of goodsD
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What could not occur in a market economic system?8

a monopolist supplying specialist goods to the marketA

excessive pollution created by power stationsB

governments setting minimum wages to relieve povertyC

private ownership of firms making defence equipmentD

What is a correct definition of a demerit good?9

a good which generates external benefitsA

a good with higher private costs than social costsB

a good which is more harmful to consumers than they realiseC

a good which provides no costs to third partiesD

Within the same firm, one employee is paid a higher wage than another employee.

Which reason for the difference in their wage could be considered discrimination?

10

They are of different ages.A

They have different levels of education.B

They have different levels of productivity.C

They have different levels of work experience.D

06_0455_11_2024_1.15© UCLES 2024
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4 Government aims and policy – Part 1

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

economy 经济

economic growth 经济增长

low unemploy-
ment

低失业

stable prices 物价稳定

fiscal policy 财政政策

tax 税收

monetary policy 货币政策

interest rates 利率

Recall
A government wants the economy 经济 to do well. It uses policies to reach its aims.

New ideas
Read these first, then do the Practice.

1 Government aims

IGCSE Economics • Holiday Homework —4 Government aims and policy – Part 1 1
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government
aims

economic growth

stable prices

low unemploymentfair incomes

• economic growth 经济增长—the economy produces more;
• low unemployment 低失业—most people have jobs;
• stable prices 物价稳定—prices do not rise too fast.

2 Two policies

fiscal policy monetary policy

tax & government spending interest rates

• fiscal policy 财政政策 changes tax 税收 and government spending;
• monetary policy 货币政策 changes interest rates 利率.

Watch out: fiscal policy uses tax and government spending; monetary policy uses
interest rates —keep them apart. A government’s main aims are growth, low unem-
ployment, stable prices and fair incomes.

Practice
Try these in order.

4.1 Name two aims of a government. [2]

4.2 What is economic growth? [1]

4.3 What does fiscal policy change? [2]

4.4 What does monetary policy change? [1]

IGCSE Economics • Holiday Homework —4 Government aims and policy – Part 1 2
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4.5 If the government raises interest rates, is that fiscal or monetary policy? [1]

4.6 Challenge. Classify each as fiscal or monetary policy: (a) cutting income tax, (b)
raising interest rates, (c) increasing spending on hospitals. [3]

IGCSE Economics • Holiday Homework —4 Government aims and policy – Part 1 3
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The table shows a firm’s average revenue and average cost at different levels of output. 

When all output is sold, which level of output generates the most profit?

15

average
cost (US$)

average
revenue (US$)

output
(units)

30105A

202010B

152515C

183020D

What would make the existence of a monopoly market more likely?16

consumers prefer a variety of choice in productsA

significant economies of scale can be achievedB

there are low barriers to entry and exit for firmsC

there are no restrictions on international tradeD

Which role is not performed by a government?17

paying dividends to shareholdersA

promoting international trade agreementsB

providing state benefitsC

subsidising merit goodsD

A government has stated for the next year it has four main aims.18

1 low and stable inflation

2 providing subsidies to farmers

3 raising productivity of workers in the public sector

4 stability in the balance of payments

What are the two macroeconomic aims for the government?

3 and 4D2 and 3C1 and 4B1 and 2A

© UCLES 2025
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The central bank of Mexico set its rate of interest to try to keep the rise in the price level to only
3%.

Which government aim was it directly trying to achieve?

17

balance of payments equilibriumA

economic growthB

full employmentC

low inflationD

The table shows a forecast for a government budget for year 1 and for year 2.18

year 2 $bnyear 1 $bn

55

60

50

60

revenue

spending

What does the forecast government budget for year 2 show?

The budget deficit decreased when compared with year 1.A

The budget deficit increased when compared with year 1.B

The budget surplus decreased when compared with year 1.C

The budget surplus increased when compared with year 1.D

The graph shows the impact of a tax on the supply of petrol (gas).19

D

quantity

S2

S1

price

O

What can be concluded from this graph?

The government will receive no tax revenue.A

The impact of the tax will be shared between the consumer and the producer.B

The impact of the tax will fall entirely upon the consumer.C

The impact of the tax will fall entirely on the producer.D

11_0455_11_2024_1.4© UCLES 2024
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Under which circumstances are households more likely to save?11

unemployment
rate

interest rateinflation rate

highhighhighA

lowhighhighB

lowhighlowC

lowlowlowD

A country wishes to increase the supply of nurses.

What would be the most effective way of achieving this?

12

extending the training period for nursesA

improving the working conditions of nursesB

increasing the national minimum wageC

reducing grants for trainee nursesD

Employers based in large cities often pay employees special allowances above standard pay rates.

What is the most likely reason for this?

13

Job security and promotion prospects tend to be restricted.A

Living costs and transport costs tend to be high.B

There are few alternative job opportunities available.C

Trade unions negotiate nationwide wage levels.D

Workers in a country have been concerned about their wages not keeping pace with inflation.

How can trade unions assist workers in getting a pay rise?

14

advise the workers to ask individually for a pay riseA

negotiate on behalf of their members to secure a pay riseB

offer to contribute financially to a pay riseC

request improved working conditionsD

[Turn over11_0455_13_2024_1.7a© UCLES 2024
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A government's spending currently equals its revenue. The government decides to decrease its
spending.

What is the most likely effect of this in the short run?

18

a budget deficitA

a budget surplusB

an increase in outputC

an increase in tax revenueD

What is not a monetary policy measure?19

changes in income tax ratesA

changes in interest ratesB

changes in the exchange rateC

changes in the money supplyD

Which government action would not be included as part of a supply-side policy?20

increasing the privatisation of industriesA

lowering national minimum wage ratesB

raising tariffs on international tradeC

reducing state benefitsD

An economy operating on its production possibility curve (PPC) enters a recession that causes 
unemployment. As the recession gets worse some unemployed workers emigrate in search of 
jobs overseas.

How are these effects of the recession shown on a diagram of the economy’s PPC in the short-term 
and the long-term?

21

long-term effect on
the PPC diagram

short-term effect on
the PPC diagram

movement to a point
inside the PPC

movement to a point
inside the PPC

A

shift of PPC to the leftmovement to a point
inside the PPC

B

movement to a point
inside the PPC

shift of PPC to the leftC

shift of PPC to the leftshift of PPC to the leftD

[Turn over11_0455_11_2025_1.9© UCLES 2025
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Monetary policy often involves a change in which variables?19

government expenditure or taxesA

interest rates or the money supplyB

labour market or trade union lawsC

tariffs or quotasD

Which supply-side policy measure is most likely to enable a government to achieve its aim of full
employment?

20

decreasing government spending on school buildingsA

decreasing the number of teachers in schoolsB

increasing taxation on private school feesC

increasing the provision of enterprise skills in schoolsD

Which policy decision is most likely to cause economic growth?21

an increase in corporation tax ratesA

an increase in interest ratesB

an increase in the amount workers can earn before paying income taxC

an increase in the government's regulations for starting a new businessD

A government uses the labour force survey method to calculate unemployment.

What is required under this method for a person to be classified as unemployed?

22

actively
seeking work

immediately
available
for work

eligible for
unemployment

benefits

yesnonoA

yesyesnoB

noyesyesC

nonoyesD

06_0455_11_2025_1.8© UCLES 2025

8

IGCSE Economics: s25 12

Many central banks around the world decreased interest rates during a recession caused by a
pandemic.

What was the most likely macroeconomic aim of this policy?

17

economic growthA

increase in the current account surplusB

low inflationC

redistribution of incomeD

The diagram shows the percentage of income taken by a tax at different levels of income.18

% paid

in tax

income

tax

O

Which term is used to describe the tax?

indirectA

progressiveB

proportionalC

regressiveD

What is not a likely consequence of a rise in the budget deficit in a year?19

a rise in government borrowingA

a rise in the level of exportsB

a rise in the national debtC

a rise in the rate of inflationD

06_0455_12_2025_1.17© UCLES 2025
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Which person is most likely to make a microeconomic decision as part of their job?4

a government finance ministerA

the global administrator of the Human Development IndexB

the governor of the central bankC

the manager of a private sector firmD

What necessarily describes the market system?5

all resources used to produce consumer goodsA

an economy with both a private and a public sectorB

limited resources but unlimited wantsC

resources allocated through demand and supplyD

The diagram shows the demand for and supply of a product. The original equilibrium is at X.

Which point indicates the new equilibrium position if there is an increase in the price of a close
substitute for the product while other things remain the same?

6

price

quantity

B

A

C

D

X

D3

D1

D2

S3
S1

S2

O

A firm has the following supply schedule.7

quantity supplied
price
($)

10

20

5

10

What is the price elasticity of supply of the good as the price increases from $5 to $10?

+2.0D+1.0C+0.5B−0.5A

[Turn over11_0455_11_2024_1.4© UCLES 2024
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A government imposes tariffs on imported goods.

What is not a likely reason for this?

17

to boost domestic outputA

to influence the country’s balance of paymentsB

to protect domestic employmentC

to reduce the exports from the countryD

A government collects the following revenue in a year.18

$m

30taxes on goods

500taxes on income

20taxes on services

50customs and excise duties

What is the amount of indirect tax revenue?

$500mD$100mC$70mB$30mA

Which policy measures would be classified as fiscal policy?19

changes in interest rates and money supplyA

changes in labour market policies to encourage more trainingB

changes in tax rates and government spendingC

changes in the exchange rateD

What is the most likely result of a fall in interest rates?20

a fall in inflationA

a fall in investmentB

a rise in consumer spendingC

a rise in savingD

[Turn over11_0455_12_2025_1.8© UCLES 2025
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When a government aims to encourage economic growth, it may adopt supply-side policies.

Which policy is a supply-side policy?

20

increasing the money supplyA

lowering interest ratesB

reducing indirect taxationC

retraining unemployed workersD

An economy that is fully employed is forecast to have an increase in total demand.

What is most likely to increase?

21

the rate of absolute povertyA

the government budget deficitB

the level of unemploymentC

the rate of inflationD

A government conducted a labour force survey. It only included people of working age in the survey.
The results are shown in the table.

22

number of people

10000000of working age

7000000employed

1000000unemployed

2000000not seeking work

Which percentage of working-age people are in the labour force?

90%D80%C70%B30%A

A school leaver is unable to find a job immediately after completing their education.

Which type of unemployment is this?

23

cyclicalA

frictionalB

regionalC

structuralD

[Turn over06_0455_12_2025_1.17© UCLES 2025
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A country has large reserves of oil. It decides to produce a wide range of goods rather than specialise
in oil production.

What is not an acceptable reason in support of this decision?

27

Oil is a non-renewable resource that could be exhausted quickly.A

Producing a wide range of goods increases the benefits from free trade.B

Relying on other countries for vital goods and services makes a country vulnerable.C

The price of oil is volatile, making export revenue unstable.D

The US puts a 25% tariff on Chinese steel to protect jobs in the US steel industry.

Under which condition would this policy be most effective?

28

The price elasticity of demand for Chinese steel is –2.5.A

The price elasticity of demand for Chinese steel is –0.5.B

The price elasticity of supply for Chinese steel is 2.5.C

The price elasticity of supply for Chinese steel is zero.D

What might a central bank do to stop a fall in the value of its country’s currency?29

raise interest ratesA

reduce taxes on importsB

remove controls on currency outflowsC

sell their currency on the foreign exchange marketD

A government wishes to reduce the surplus on the current account of its balance of payments.

Which policy is likely to achieve this?

30

cutting government spendingA

devaluing its currencyB

increasing existing import quotasC

increasing import dutiesD

03_0455_12_2025_1.12© UCLES 2025
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4 Unemployment and inflation – Part 2

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

Unemployment 失业

Inflation 通货膨胀

Recall
Two common economic problems are unemployment and inflation.

New ideas
Read these first, then do the Practice.

1 Unemployment
Unemployment 失业 is people who want a job but cannot find one:

unemployment

people who want a job

but cannot find one

→ less output, less income

It is a problem because the economy makes less, and those people have less income.

2 Inflation
Inflation 通货膨胀 is a general rise in prices over time:

IGCSE Economics • Holiday Homework —4 Unemployment and inflation – Part 2 1
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time

pr
ice

s

prices rising = inflation

High inflation is a problem because money buys less than it did before.

Watch out: unemployment is people who want a job but can’t find one—it means
lost output and lost income. Inflation is a general rise in prices, so money buys less
over time.

Practice
Try these in order.

4.6 What is unemployment? [1]

4.7 Give one reason unemployment is a problem. [1]

4.8 What is inflation? [1]

4.9 Why is high inflation a problem? [1]

4.10 If prices rise by 5% in a year, what is the inflation rate? [1]

4.11 Challenge. A worker’s wage rises by 3% in a year when inflation is 5%. Explain
whether the worker is better or worse off. [2]

IGCSE Economics • Holiday Homework —4 Unemployment and inflation – Part 2 2
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The diagram shows the costs of a firm.15

0

10

20

30

40

50

60

output

100

cost 
($ 000s)

What is the firm's total variable cost at an output of 100 units?

$50000D$10000C$500B$100A

If the average revenue of a firm increases from $4 to $5 and quantity demanded decreases from

20 units to 10 units, what will be the effect on the firm’s total revenue?

16

decreases by $20A

decreases by $30B

increases by $20C

increases by $30D

What are two macroeconomic aims of government?17

to allocate resources and reduce trade union membershipA

to create economic growth and prevent high inflationB

to raise interest rates and reduce pollutionC

to reduce exports and increase importsD

11_0455_11_2025_1.9© UCLES 2025
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A government's spending currently equals its revenue. The government decides to decrease its
spending.

What is the most likely effect of this in the short run?

18

a budget deficitA

a budget surplusB

an increase in outputC

an increase in tax revenueD

What is not a monetary policy measure?19

changes in income tax ratesA

changes in interest ratesB

changes in the exchange rateC

changes in the money supplyD

Which government action would not be included as part of a supply-side policy?20

increasing the privatisation of industriesA

lowering national minimum wage ratesB

raising tariffs on international tradeC

reducing state benefitsD

An economy operating on its production possibility curve (PPC) enters a recession that causes 
unemployment. As the recession gets worse some unemployed workers emigrate in search of 
jobs overseas.

How are these effects of the recession shown on a diagram of the economy’s PPC in the short-term 
and the long-term?

21

long-term effect on
the PPC diagram

short-term effect on
the PPC diagram

movement to a point
inside the PPC

movement to a point
inside the PPC

A

shift of PPC to the leftmovement to a point
inside the PPC

B

movement to a point
inside the PPC

shift of PPC to the leftC

shift of PPC to the leftshift of PPC to the leftD

[Turn over11_0455_11_2025_1.9© UCLES 2025
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What is an advantage for consumers from international specialisation?27

competition between firms results in lower pricesA

labour can move more freely between countriesB

less wealth is created throughout the worldC

multinational companies can increase their profitsD

Which government policy would encourage greater international trade?28

an increase in the level of domestic regulationA

an increase in the level of tariffs on importsB

the abolition of domestic subsidies for declining industriesC

the abolition of free trade agreementsD

The US currently trades in oil with the UK. The discovery of new oil and gas deposits in the US will
mean that its oil imports decrease and its oil exports increase.

From the initial equilibrium point of X, which letter indicates the new equilibrium point for the US
exchange rate?

29

D1 D

S1

D2

S

S2

O
quantity of $

price
of $

X

A

B

C

D

11_0455_11_2025_1.9© UCLES 2025
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A market changes from being very competitive to being a monopoly.

What is likely to happen to output and price in this market?

16

priceoutput

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

What is the most likely reason for a government to aim for price stability?17

to improve international competitivenessA

to increase workers' wage demandsB

to reduce consumer spendingC

to reduce spending on employment-related benefitsD

A country's unemployment rate increased from 3.6% to 4.2% in one year.

What might be the consequences for tax revenues and welfare payments?

18

welfare paymentstax revenues

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

In a country, some highly-paid workers reduce their working hours because of very high income
tax rates at higher levels of income.

What is a disadvantage of this income taxation?

19

It creates uncertainty for workers.A

It does not maximise tax revenue.B

It is inequitable for lower-income earners.C

It is regressive in the distribution of income.D

06_0455_13_2025_1.12© UCLES 2025
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Chile specialises in the production of copper for export.

In what way is the Chilean economy likely to be affected by a large rise in the supply of copper
from other countries?

22

economic growthemployment

fallfallA

risefallB

fallriseC

riseriseD

The table shows the patterns of employment in selected industries in two years.23

employment in millions
industry

year 2year 1

6

4

10

10

10

8

4

8

12

8

agriculture

fishing

hospitality

manufacturing

retailing

4040total

How did the patterns of employment change between year 1 and year 2?

tertiary sectorsecondary sector

rosefellA

unchangedfellB

fellroseC

roseunchangedD

What is deflation?24

a sustained fall in total demandA

a sustained fall in the general price levelB

a sustained fall in the rate of inflationC

a sustained fall in the value of moneyD

11_0455_11_2025_1.9© UCLES 2025
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What is not likely to be included in a government budget?19

anticipated tax revenueA

changes in exchange ratesB

forecast government borrowingC

proposed government spendingD

Which combination of policy measures is most likely to increase total demand in an economy?20

exchange rateinterest ratemoney supply

revaluationdecreasedecreaseA

devaluationincreasedecreaseB

devaluationdecreaseincreaseC

revaluationincreaseincreaseD

Which supply-side policy measure wouldmost likely cause the greatest increase in labour productivity
in a country?

21

a decrease in the rate of corporation taxA

a reduced top rate of income taxB

improved education and training provisionC

privatisation of a state-owned industryD

How is economic growth of a country measured?22

by an increase in the monetary value of goods producedA

by an increase in the number of people in employmentB

by an increase in the real Gross Domestic Product (GDP)C

by an increase in the value of the Human Development Index (HDI)D

[Turn over© UCLES 2025
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Mining by multinational companies (MNCs) has both costs and benefits for the host nation.

Which activity is least likely to offer a benefit to the host nation?

28

developing courses for training in miningA

investing in infrastructure to export mineralsB

repatriating profits and dividendsC

using new technologyD

The table shows the retail price at which the same book can be bought in four countries.29

local currencyprice in local currencycountry

Australian dollars$14.99Australia

Canadian dollars$11.99Canada

New Zealand dollars$20.95New Zealand

GB pound£6.99United Kingdom

What additional information is required to make a meaningful comparison of the price of the book
between the countries?

direct tax ratesA

exchange ratesB

inflation ratesC

level of import tariffsD

What is a consequence of a surplus on the current account of the balance of payments?30

a decrease in GDPA

a decrease in unemploymentB

a depreciation of the foreign exchange rateC

deflationD

06_0455_12_2025_1.17© UCLES 2025
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A competitive industry becomes a monopoly.

What is the most likely advantage for consumers?

16

consumer choice may increaseA

economies of scale may reduce pricesB

more goods may be producedC

prices may be set by market forcesD

What will cause real GDP to rise in a country?17

nominal GDP rising at a faster rate than employmentA

nominal GDP rising faster than inflationB

nominal GDP rising faster than the populationC

nominal GDP risingD

What is the money supply?18

the total quantity of foreign currency available within the economyA

the total quantity of money available within the economyB

the total quantity of money issued by the central bankC

the total quantity of money within commercial banksD

Which macroeconomic policy is most likely to achieve economic growth and price stability at the
same time?

19

fiscal policyA

import barriersB

monetary policyC

supply-side policyD

What is the definition of economic growth?20

It is an increase in the general level of prices over time.A

It is an increase in the level of a nation's output over time.B

It is an increase in the level of total demand over time.C

It is an increase in wages, interest, profits and rent over time.D

[Turn over© UCLES 2024
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What does a successful supply-side policy increase in an economy?21

the level of unemploymentA

the production possibilitiesB

the rate of inflationC

the rate of interestD

In one particular year, South Sudan’s population growth was 1.3% while its GDP growth was 2%.

What is the most likely consequence of this?

22

GDP per capita will decreaseA

the rate of inflation will decreaseB

the standard of living will increaseC

unemployment will increaseD

What are the correct definitions of unemployment and employment relative to the number of people
of working age?

23

employmentunemployment

those who are not in
full-time education

those who want a job but cannot
get one at the current wage rate

A

those who have a job
at the current wage rate

those who want a job but cannot
get one at the current wage rate

B

those who are not in
full-time education

those without a jobC

those who have a job at
the current wage rate

those without a jobD

11_0455_12_2025_1.8© UCLES 2025
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Worker X earns less than worker Y.

What is most likely to be true of worker X?

11

They have a longer period of training than worker Y.A

They have a longer working day than worker Y.B

They have skills that are more in demand than worker Y.C

They have weaker bargaining power than worker Y.D

What would increase the strength of a trade union?12

a growth in part-time employmentA

a growth in the membershipB

a rise in the national minimum wageC

a rise in the standard of livingD

The size of the domestic car industry in Japan has enabled Japanese car producers to be more
price competitive than rival car producers.

What is an explanation for this?

13

Economies of scale are present in the Japanese car industry.A

Managerial problems exist in the Japanese car industry.B

Productivity is low in Japan.C

The Japanese car industry is very labour-intensive.D

The table shows the output of cakes from four bakeries, A, B, C and D.

Which bakery has the highest labour productivity?

14

output
(cakes per day)

labour
(hours per day)

4010A

64040B

75050C

500100D

[Turn over© UCLES 2025

5

11_0455_13_2025_1.6

IGCSE Economics: s25 13

What is likely to cause deflation?24

higher employmentA

higher production costsB

increased money supplyC

technological advancesD

What is the most likely reason that an improved standard of education will alleviate poverty?25

It will decrease the productivity of workers.A

It will decrease the rate of unemployment.B

It will increase the government budget deficit.C

It will increase the rate of inflation of an economy.D

What will increase a country's population, all other things being equal?26

a rise in emigrationA

a rise in immigrationB

death rates higher than birth ratesC

decreased life expectancyD

Country Y decides to specialise in the domestic mining of rare metals required in the production of
electric-car batteries.

What is a likely benefit of this for country Y?

27

increased emigrationA

increased exportsB

increased importsC

increased tariff revenueD

06_0455_13_2025_1.12© UCLES 2025
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The table shows the costs and output of a firm.14

$10 000total cost

$8000total variable cost

10quantity

What is the average fixed cost of the firm?

$2000D$1000C$800B$200A

A clothing manufacturer expands by taking over a clothing retailer.

Which type of merger is this?

15

backward verticalA

conglomerateB

forward verticalC

horizontalD

What is likely to happen if a previously competitive market becomes a monopoly?16

the size of
the firm

economies
of scale

barriers to
entry

increasesdecreasedecreaseA

decreasesincreasedecreaseB

decreasesdecreaseincreaseC

increasesincreaseincreaseD

Which macroeconomic aim, if achieved, is most likely to increase a government budget surplus?17

full employmentA

income redistributionB

low inflationC

balance of payments stabilityD

06_0455_11_2024_1.15© UCLES 2024
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A government imposes tariffs on imported goods.

What is not a likely reason for this?

17

to boost domestic outputA

to influence the country’s balance of paymentsB

to protect domestic employmentC

to reduce the exports from the countryD

A government collects the following revenue in a year.18

$m

30taxes on goods

500taxes on income

20taxes on services

50customs and excise duties

What is the amount of indirect tax revenue?

$500mD$100mC$70mB$30mA

Which policy measures would be classified as fiscal policy?19

changes in interest rates and money supplyA

changes in labour market policies to encourage more trainingB

changes in tax rates and government spendingC

changes in the exchange rateD

What is the most likely result of a fall in interest rates?20

a fall in inflationA

a fall in investmentB

a rise in consumer spendingC

a rise in savingD

[Turn over11_0455_12_2025_1.8© UCLES 2025
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What is an important role of a central bank?10

attempts to achieve price stabilityA

issues credit cardsB

provides loans to producersC

provides savings accounts for consumersD

How would a change in the demand for labour affect the labour market in an occupation?11

change in quantity
of labour supplied

change in the
equilibrium wage

change in demand
for labour

extenddecreasedecreaseA

contractincreasedecreaseB

contractdecreaseincreaseC

extendincreaseincreaseD

A fast-food multinational bought a food-ordering website, in order to allow the multinational’s 
customers to download menus and make advance payments.

Which term best describes this merger?

12

backward verticalA

conglomerateB

forward verticalC

horizontalD

[Turn over© UCLES 2024
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A competitive industry becomes a monopoly.

What is the most likely advantage for consumers?

16

consumer choice may increaseA

economies of scale may reduce pricesB

more goods may be producedC

prices may be set by market forcesD

What will cause real GDP to rise in a country?17

nominal GDP rising at a faster rate than employmentA

nominal GDP rising faster than inflationB

nominal GDP rising faster than the populationC

nominal GDP risingD

What is the money supply?18

the total quantity of foreign currency available within the economyA

the total quantity of money available within the economyB

the total quantity of money issued by the central bankC

the total quantity of money within commercial banksD

Which macroeconomic policy is most likely to achieve economic growth and price stability at the
same time?

19

fiscal policyA

import barriersB

monetary policyC

supply-side policyD

What is the definition of economic growth?20

It is an increase in the general level of prices over time.A

It is an increase in the level of a nation's output over time.B

It is an increase in the level of total demand over time.C

It is an increase in wages, interest, profits and rent over time.D

[Turn over© UCLES 2024
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The table shows the income tax rate paid by workers at different levels of income in selected years
for a developed economy.

18

tax rate year 2
(%)

tax rate year 1
(%)

income band ($)

00

010

1020

3030

5040

6040

0 to 4999

5000 to 9999 

10 000 to 19 999 

20 000 to 29 999 

30 000 to 49 999 

50 000+

What is most likely to have been the economic objective of the government in changing the tax
rates between year 1 and year 2?

to reduce a current account deficitA

to reduce income inequalityB

to reduce inflationC

to reduce structural unemploymentD

A government attempts to raise economic growth with a policy of reduced interest rates.

Which other government objective is most likely to be helped in the short run?

19

lower unemploymentA

price stabilityB

reduced income inequalityC

reduced trade deficitD

What is the definition of a supply-side policy?20

any policy designed to decrease inflationA

any policy designed to decrease unemploymentB

any policy designed to increase importsC

any policy designed to increase productivityD

[Turn over06_0455_11_2024_1.15© UCLES 2024
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5 Living standards and poverty – Part 1

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

Living standards 生活水平

GDP per person 人均

Poverty 贫困

Recall
Living standards 生活水平 are how well people live. They depend on more than just
money.

New ideas
Read these first, then do the Practice.

1 Measuring living standards

living standards

income (GDP per person)

health education

One measure is GDP per person 人均 GDP —the average income in a country.
Health and education matter too.

2 Poverty
Poverty 贫困 is when people cannot afford basic needs. It can trap people:

IGCSE Economics • Holiday Homework —5 Living standards and poverty – Part 1 1
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low income poor health &
little schooling stay poor

the poverty cycle

Watch out: living standards depend on more than income—health and education
matter too. GDP per person is the average income, so it can hide big gaps between
rich and poor. Poverty can be a trap: low income → poor health/schooling → low
income.

Practice
Try these in order.

5.1 What are living standards? [1]

5.2 Give one measure of living standards. [1]

5.3 Besides money, name one thing that affects living standards. [1]

5.4 What is poverty? [1]

5.5 Why can poverty trap people? [1]

5.6 Challenge. Two countries have the same GDP per person, but one has far better
health and schooling. Explain which likely has the higher living standards. [2]

IGCSE Economics • Holiday Homework —5 Living standards and poverty – Part 1 2
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What is most likely to be a reason for taxing oil?20

to conserve oil resourcesA

to create employmentB

to encourage economic growthC

to reduce oil pricesD

Brazil’s real GDP fell by 3.8% in a year.

What might have caused this?

21

a decrease in importsA

a decrease in income taxB

an increase in interest ratesC

an increase in output per workerD

Factory owners invest in technologically-advanced industrial production by building new large-scale,
energy-efficient factories.

What is a negative consequence of this for local people?

22

a large increase in the factory owners’ incomesA

a reduction in the rate of inflationB

a rise in structural unemploymentC

lower emissions of carbon gasesD

Country X measures unemployment by counting the number of people claiming unemployment
benefit.

Why might this method underestimate the level of unemployment?

23

Some benefit claimants are working unofficially.A

Some employees work overtime.B

Some jobseekers do not claim benefits.C

Some people are unable to work.D

[Turn over06_0455_13_2025_1.12© UCLES 2025
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What is an example of monetary policy?19

an increase in government spendingA

an increase in indirect taxationB

an increase in rules and regulationsC

an increase in the money supplyD

20 What is Gross Domestic Product (GDP) divided by in order to calculate GDP per head?

the adult populationA

the dependent populationB

the total populationC

the working populationD

What is the consequence of economic growth for individuals and for the economy?21

the economyindividuals

increase in inflationincrease in absolute povertyA

increase in government tax revenueincrease in average incomesB

reduction in exportsincrease in the variety of goods and servicesC

reduction in the standard of livingincrease in unemploymentD

What does the labour force survey (LFS) measure?22

the number of workers on the national minimum wageA

the proportion of women in the labour forceB

the unemployed populationC

trade union membershipD

[Turn over11_0455_13_2024_1.7a© UCLES 2024
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The population pyramids for country 1 and country 2 in a given year are shown.25

100+
95–99
90–94
85–89
80–84
75–79
70–74
65–69
60–64
55–59
50–54
45–49
40–44
35–39
30–34
25–29
20–24
15–19
10–14

5–9
0–4

10 8 6 4 2 0 0 2 4 6 8 10

male female

percentage

country 2

100+
95–99
90–94
85–89
80–84
75–79
70–74
65–69
60–64
55–59
50–54
45–49
40–44
35–39
30–34
25–29
20–24
15–19
10–14

5–9
0–4

10 8 6 4 2 0 0 2 4 6 8 10

male female

percentage

country 1

What can be deduced from these population pyramids?

Country 1 has a greater population size than country 2.A

Country 1 has a higher life expectancy than country 2.B

Country 2 has a lower death rate than country 1.C

Country 2 spends more money on childcare than country 1.D

Which country would be classified as the most developed based on the data in the table?26

population
(millions)

gross domestic
product per year

($m)

3600A

2700B

4012000C

10015000D
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A government wants to build a new hospital.

What is most likely to prevent the government from doing this?

1

People in the country cannot afford healthcare.A

People in the country would go abroad for healthcare.B

The government cannot agree how big the hospital should be.C

The government does not have enough money.D

Which term describes the loss of potential benefit to a consumer when making a choice between
alternatives?

2

opportunity costA

scarcityB

shortageC

the economic problemD

A country is producing at point X on its production possibility curve (PPC) which shows how it can
allocate its production between capital goods and consumer goods.

A period of recession then causes some of its factories to close.

Which point could represent the country’s new position?

3

capital

goods

O consumer goods

A

C
D

B

X

11_0455_12_2025_1.8© UCLES 2025
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When a government aims to encourage economic growth, it may adopt supply-side policies.

Which policy is a supply-side policy?

20

increasing the money supplyA

lowering interest ratesB

reducing indirect taxationC

retraining unemployed workersD

An economy that is fully employed is forecast to have an increase in total demand.

What is most likely to increase?

21

the rate of absolute povertyA

the government budget deficitB

the level of unemploymentC

the rate of inflationD

A government conducted a labour force survey. It only included people of working age in the survey.
The results are shown in the table.

22

number of people

10000000of working age

7000000employed

1000000unemployed

2000000not seeking work

Which percentage of working-age people are in the labour force?

90%D80%C70%B30%A

A school leaver is unable to find a job immediately after completing their education.

Which type of unemployment is this?

23

cyclicalA

frictionalB

regionalC

structuralD

[Turn over06_0455_12_2025_1.17© UCLES 2025
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Wealthy countries have people who live in relative poverty.

What is the most likely cause of this?

25

generous state pensionsA

low national minimum wageB

progressive taxationC

subsidised healthcareD

The diagram shows population data for a country for 1950, 2005 and 2050.26

What can be concluded from the diagram?

Men outnumber women in each year.A

People are living longer over the period.B

The population has grown continuously.C

The workforce has grown continuously.D

03_0455_12_2025_1.12© UCLES 2025
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5 Population and development – Part 2

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

population 人口

birth rate 出生率

death rate 死亡率

developed country 发达国家

developing coun-
try

发展中国
家

Recall
Countries differ in their population growth and in how developed they are.

New ideas
Read these first, then do the Practice.

1 Population
A country’s population 人口 grows when there are more births than deaths:

population

births deaths

more births than deaths
= the population grows

The birth rate 出生率 and death rate 死亡率 control how fast it changes.

2 Developed and developing

IGCSE Economics • Holiday Homework —5 Population and development – Part 2 1
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developed developing

high income low income

good health poorer health

more schooling less schooling

A developed country 发达国家 has high living standards; a developing country
发展中国家 is still growing its economy.

Watch out: a population grows when births exceed deaths. A developed
country has high living standards (high income, good health, more schooling); a
developing country is still growing its economy and has less of each.

Practice
Try these in order.

5.6 When does a population grow? [1]

5.7 What is the birth rate? [1]

5.8 Give one feature of a developed country. [1]

5.9 Give one feature of a developing country. [1]

5.10 Is a country with high income and good health more likely developed or develop-
ing? [1]

5.11 Challenge. A country has a high birth rate and a falling death rate. Explain what

IGCSE Economics • Holiday Homework —5 Population and development – Part 2 2
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is happening to its population, and why the death rate might be falling. [3]
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Which combination of statistics is used to calculate the natural population growth of a country?26

2
nd
statistic1

st
statistic

net immigrationbirth rateA

birth ratedeath rateB

death rateemigrationC

emigrationimmigrationD

What will increase the level of specialisation in an economy?27

A computer manufacturer takes over an advertising company.A

A retail store issues its own credit card.B

A travel agent provides transport to the airport.C

A vehicle assembler reduces its range of vehicles.D

What might an economist consider to be meant by the term dumping?28

foreign firms exporting waste productsA

foreign firms producing goods at a lower cost than domestic firmsB

foreign firms selling goods that are out of fashionC

foreign firms exporting products at a price below the cost of productionD

06_0455_11_2025_1.8© UCLES 2025
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What is likely to cause deflation?24

higher employmentA

higher production costsB

increased money supplyC

technological advancesD

What is the most likely reason that an improved standard of education will alleviate poverty?25

It will decrease the productivity of workers.A

It will decrease the rate of unemployment.B

It will increase the government budget deficit.C

It will increase the rate of inflation of an economy.D

What will increase a country's population, all other things being equal?26

a rise in emigrationA

a rise in immigrationB

death rates higher than birth ratesC

decreased life expectancyD

Country Y decides to specialise in the domestic mining of rare metals required in the production of
electric-car batteries.

What is a likely benefit of this for country Y?

27

increased emigrationA

increased exportsB

increased importsC

increased tariff revenueD

06_0455_13_2025_1.12© UCLES 2025
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What is likely to cause deflation?24

higher employmentA

higher production costsB

increased money supplyC

technological advancesD

What is the most likely reason that an improved standard of education will alleviate poverty?25

It will decrease the productivity of workers.A

It will decrease the rate of unemployment.B

It will increase the government budget deficit.C

It will increase the rate of inflation of an economy.D

What will increase a country's population, all other things being equal?26

a rise in emigrationA

a rise in immigrationB

death rates higher than birth ratesC

decreased life expectancyD

Country Y decides to specialise in the domestic mining of rare metals required in the production of
electric-car batteries.

What is a likely benefit of this for country Y?

27

increased emigrationA

increased exportsB

increased importsC

increased tariff revenueD

06_0455_13_2025_1.12© UCLES 2025
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Which changes are likely to lead to the biggest increase in inflation in country X?24

supply of goods
and services in
country X

demand for goods
and services in
country X

5% decrease5% decreaseA

5% increase5% decreaseB

5% decrease5% increaseC

5% increase5% increaseD

In rural areas in developing countries, farmers grow food for their own consumption.

Why might this mean that the GDP is a weak measure of the standard of living in those countries?

25

The food grown is not exported.A

The GDP does not include agricultural production.B

The GDP only refers to the public sector.C

The value of the food is unknown.D

Japan’s population has an increasing proportion of elderly people.

What is the likely impact of this on the Japanese economy?

26

increased government budget deficitA

increased rate of economic growthB

increased rate of emigrationC

increased use of labour-intensive methods of productionD

An Argentine product initially sells in the US for $50 when the exchange rate between the two
countries is 5 pesos to 1 dollar ($).

The exchange rate changes to 10 pesos to 1 dollar and the price of the product remains unchanged
in Argentina.

What will be the new price of the product in the US?

27

$500D$100C$25B$5A

06_0455_12_2025_1.17© UCLES 2025
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What is most likely to be a reason for taxing oil?20

to conserve oil resourcesA

to create employmentB

to encourage economic growthC

to reduce oil pricesD

Brazil’s real GDP fell by 3.8% in a year.

What might have caused this?

21

a decrease in importsA

a decrease in income taxB

an increase in interest ratesC

an increase in output per workerD

Factory owners invest in technologically-advanced industrial production by building new large-scale,
energy-efficient factories.

What is a negative consequence of this for local people?

22

a large increase in the factory owners’ incomesA

a reduction in the rate of inflationB

a rise in structural unemploymentC

lower emissions of carbon gasesD

Country X measures unemployment by counting the number of people claiming unemployment
benefit.

Why might this method underestimate the level of unemployment?

23

Some benefit claimants are working unofficially.A

Some employees work overtime.B

Some jobseekers do not claim benefits.C

Some people are unable to work.D

[Turn over06_0455_13_2025_1.12© UCLES 2025
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A country has large reserves of oil. It decides to produce a wide range of goods rather than specialise
in oil production.

What is not an acceptable reason in support of this decision?

27

Oil is a non-renewable resource that could be exhausted quickly.A

Producing a wide range of goods increases the benefits from free trade.B

Relying on other countries for vital goods and services makes a country vulnerable.C

The price of oil is volatile, making export revenue unstable.D

The US puts a 25% tariff on Chinese steel to protect jobs in the US steel industry.

Under which condition would this policy be most effective?

28

The price elasticity of demand for Chinese steel is –2.5.A

The price elasticity of demand for Chinese steel is –0.5.B

The price elasticity of supply for Chinese steel is 2.5.C

The price elasticity of supply for Chinese steel is zero.D

What might a central bank do to stop a fall in the value of its country’s currency?29

raise interest ratesA

reduce taxes on importsB

remove controls on currency outflowsC

sell their currency on the foreign exchange marketD

A government wishes to reduce the surplus on the current account of its balance of payments.

Which policy is likely to achieve this?

30

cutting government spendingA

devaluing its currencyB

increasing existing import quotasC

increasing import dutiesD

03_0455_12_2025_1.12© UCLES 2025
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6 Trade and specialisation – Part 1

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

exports 出口

imports 进口

specialisation 专业化

trade protection 贸易保护

tariff 关税

Recall
Countries trade with each other. They sell exports 出口 and buy imports 进口.

New ideas
Read these first, then do the Practice.

1 International trade

IGCSE Economics • Holiday Homework —6 Trade and specialisation – Part 1 1
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country A country B

exports

imports

• exports are goods a country sells abroad;
• imports are goods a country buys from abroad.

2 Specialisation
With specialisation 专业化, each country makes what it is best at, then trades —
so everyone gets more:

each country
makes what it is best at then they trade

specialise

more goods for everyone

Some governments use trade protection 贸易保护—like a tariff 关税 (a tax on
imports) —to protect their own industries.

Watch out: exports are sold abroad (money in); imports are bought from abroad
(money out) —don’t swap them. With specialisation each country makes what it
is best at and trades, so total output and choice rise. A tariff is a tax on imports.

Practice
Try these in order.

6.1 What are exports? [1]

6.2 What are imports? [1]

6.3 What is specialisation? [1]

6.4 Give one benefit of countries specialising and trading. [1]

IGCSE Economics • Holiday Homework —6 Trade and specialisation – Part 1 2
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6.5 What is a tariff ? [1]

6.6 Challenge. Explain one benefit and one drawback of a government putting a tariff
on imported cars. [2]
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Which combination of characteristics would be found in a less developed economy?26

tertiary sector
population
growth

literacy rates

smallhighhighA

smallhighlowB

largelowhighC

largelowlowD

What is a likely benefit of increased national specialisation?27

It guarantees a balance of trade in goods and services surplus.A

It increases dependency on other economies.B

It lengthens international supply chains.C

It reduces the cost of living.D

What is not a likely benefit of free trade?28

consumers should experience lower pricesA

consumers should have a greater choice of goodsB

firms could be protected from foreign competitionC

firms could take advantage of economies of scaleD

Which combination of changes would definitely raise the price of the Pakistani rupee on the foreign
exchange market?

29

Pakistan’s demand
for imports

demand for
Pakistan’s exports

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

[Turn over© UCLES 2025
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What might encourage international specialisation between countries?27

free tradeA

inefficiencies in productionB

labour immobilityC

tariffsD

A government wishes to stop the dumping of a specific imported good at a very low price.

Which method of protection would be most effective?

28

apply an embargo to this goodA

devalue the currencyB

increase interest ratesC

provide subsidies to home producers of this goodD

The price of the US dollar in terms of other currencies is set by the forces of demand and supply.

To what does this statement refer?

29

an alternative method of trade protectionA

the determination of the exchange rate in a fixed exchange rate systemB

the determination of the exchange rate in a floating exchange rate systemC

the increasing globalisation of international tradeD

© UCLES 2024
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27 What is an advantage to a firm of specialisation at a national level?

dependency on supplies from other countriesA

greater competition from overseas firmsB

greater depletion of the country’s natural resourcesC

lower average costs due to economies of scaleD

What is an intended outcome of protecting infant industries from free trade?28

to decrease the competitiveness of domestic firmsA

to decrease the demand for exported goodsB

to increase employment in domestic firmsC

to increase the supply of imported goodsD

In the diagram, curves D1 and S1 relate to the demand and supply of the US dollar ($) against 
the Chinese yuan.

29

O

price of $
(in yuan)

quantity

P1

S1

D1
D2

P2

What is most likely to cause the demand curve for US dollars to shift from D1 to D2?

a fall in Chinese interest ratesA

a fall in US interest ratesB

a faster growth rate in the US economyC

a reduction in the US government budget deficitD

06_0455_11_2024_1.15© UCLES 2024
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Which combination of statistics is used to calculate the natural population growth of a country?26

2
nd
statistic1

st
statistic

net immigrationbirth rateA

birth ratedeath rateB

death rateemigrationC

emigrationimmigrationD

What will increase the level of specialisation in an economy?27

A computer manufacturer takes over an advertising company.A

A retail store issues its own credit card.B

A travel agent provides transport to the airport.C

A vehicle assembler reduces its range of vehicles.D

What might an economist consider to be meant by the term dumping?28

foreign firms exporting waste productsA

foreign firms producing goods at a lower cost than domestic firmsB

foreign firms selling goods that are out of fashionC

foreign firms exporting products at a price below the cost of productionD

06_0455_11_2025_1.8© UCLES 2025
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Which statement shows two benefits for consumers from specialisation at a national level?27

decreased prices and better qualityA

decreased profits and high-quality raw materialsB

increased choice and high transport costsC

increased productivity and increased economies of scaleD

A multinational company (MNC) opens up a new factory in a host country.

What is a possible cost of this new factory to the host country?

28

increased access to modern technologyA

increased competition for host-country industriesB

increased employment for workersC

increased tax revenue for the governmentD

The diagram shows the change in the exchange rate market for country X’s $.29

O

exchange
rate

quantity of $

S

D1

D2

Which change in country X would have caused this?

a fall in its international competitivenessA

a fall in its level of interest ratesB

a rise in its exports of servicesC

a rise in its imports of goodsD

11_0455_11_2024_1.4© UCLES 2024
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27 What is an advantage to a firm of specialisation at a national level?

dependency on supplies from other countriesA

greater competition from overseas firmsB

greater depletion of the country’s natural resourcesC

lower average costs due to economies of scaleD

What is an intended outcome of protecting infant industries from free trade?28

to decrease the competitiveness of domestic firmsA

to decrease the demand for exported goodsB

to increase employment in domestic firmsC

to increase the supply of imported goodsD

In the diagram, curves D1 and S1 relate to the demand and supply of the US dollar ($) against 
the Chinese yuan.

29

O

price of $
(in yuan)

quantity

P1

S1

D1
D2

P2

What is most likely to cause the demand curve for US dollars to shift from D1 to D2?

a fall in Chinese interest ratesA

a fall in US interest ratesB

a faster growth rate in the US economyC

a reduction in the US government budget deficitD
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6 Exchange rates and trade balance –
 Part 2

Name: Class: Date:

Vocabulary 词汇
Write each word three times. 把每个单词抄写三遍。

English 中文 Write it 3 times (English)

exchange rate 汇率

balance of pay-
ments

国际收支

Recall
When countries trade, they swap currencies, and they keep a record of money flowing in
and out.

New ideas
Read these first, then do the Practice.

1 Exchange rates
An exchange rate 汇率 is the value of one currency in terms of another:

$1 7 yuan
exchange rate one currency’s value

in another

If the exchange rate rises, your money buys more foreign currency.

2 The balance of payments
The balance of payments 国际收支 records the money flowing in (from exports)
and out (for imports):
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exports (money in) > imports (money out)

= a surplus

imports > exports = a deficit

Watch out: an exchange rate is the value of one currency in another. A surplus
is exports greater than imports (more money in); a deficit is imports greater than
exports (more money out) —match the direction.

Practice
Try these in order.

6.6 What is an exchange rate? [1]

6.7 If 1 = 7yuan, howmanyyuandoyougetfor5? [1]

6.8 What does the balance of payments record? [1]

6.9 What is a trade surplus? [1]

6.10 What is a trade deficit? [1]

6.11 Challenge. The exchange rate is $1 = 6 yuan. (a) How many yuan would $20
buy? (b) How many dollars would 300 yuan buy? [3]
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What is most likely to directly result from a persistent and large current account surplus on the
balance of payments of a country?

30

a lower exchange rateA

a lower standard of livingB

an increase in gross domestic productC

an increase in the unemployment rateD

11_0455_11_2025_1.9© UCLES 2025
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What is the most likely cause of an increased current account surplus in a country?30

lower prices for the country’s exportsA

higher exchange rate for the countryB

economic growth in the countryC

recession in trade-partner countriesD

11_0455_11_2024_1.4© UCLES 2024
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A competitive industry becomes a monopoly.

What is the most likely advantage for consumers?

16

consumer choice may increaseA

economies of scale may reduce pricesB

more goods may be producedC

prices may be set by market forcesD

What will cause real GDP to rise in a country?17

nominal GDP rising at a faster rate than employmentA

nominal GDP rising faster than inflationB

nominal GDP rising faster than the populationC

nominal GDP risingD

What is the money supply?18

the total quantity of foreign currency available within the economyA

the total quantity of money available within the economyB

the total quantity of money issued by the central bankC

the total quantity of money within commercial banksD

Which macroeconomic policy is most likely to achieve economic growth and price stability at the
same time?

19

fiscal policyA

import barriersB

monetary policyC

supply-side policyD

What is the definition of economic growth?20

It is an increase in the general level of prices over time.A

It is an increase in the level of a nation's output over time.B

It is an increase in the level of total demand over time.C

It is an increase in wages, interest, profits and rent over time.D
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Which combination of characteristics would be found in a less developed economy?26

tertiary sector
population
growth

literacy rates

smallhighhighA

smallhighlowB

largelowhighC

largelowlowD

What is a likely benefit of increased national specialisation?27

It guarantees a balance of trade in goods and services surplus.A

It increases dependency on other economies.B

It lengthens international supply chains.C

It reduces the cost of living.D

What is not a likely benefit of free trade?28

consumers should experience lower pricesA

consumers should have a greater choice of goodsB

firms could be protected from foreign competitionC

firms could take advantage of economies of scaleD

Which combination of changes would definitely raise the price of the Pakistani rupee on the foreign
exchange market?

29

Pakistan’s demand
for imports

demand for
Pakistan’s exports

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD
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What is most likely to be a reason for taxing oil?20

to conserve oil resourcesA

to create employmentB

to encourage economic growthC

to reduce oil pricesD

Brazil’s real GDP fell by 3.8% in a year.

What might have caused this?

21

a decrease in importsA

a decrease in income taxB

an increase in interest ratesC

an increase in output per workerD

Factory owners invest in technologically-advanced industrial production by building new large-scale,
energy-efficient factories.

What is a negative consequence of this for local people?

22

a large increase in the factory owners’ incomesA

a reduction in the rate of inflationB

a rise in structural unemploymentC

lower emissions of carbon gasesD

Country X measures unemployment by counting the number of people claiming unemployment
benefit.

Why might this method underestimate the level of unemployment?

23

Some benefit claimants are working unofficially.A

Some employees work overtime.B

Some jobseekers do not claim benefits.C

Some people are unable to work.D
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What encourages international specialisation?27

a foreign exchange shortageA

diseconomies of scaleB

free tradeC

quotasD

A country wants to limit the number of imported cars to a maximum of 100 000 in a year.

Which measure is most likely to achieve this objective?

28

an embargoA

an import quotaB

an import tariffC

a subsidyD

29 The diagram shows a change in the exchange rate for the Indian rupee against the US$.

quantity of
Indian rupees

price of 
Indian
rupee
in US$

Q2Q1

P2

P1
S2

S1

O

D

What could cause the change in the exchange rate?

a decrease in the rate of inflation in IndiaA

an increase in demand for imports by people in IndiaB

greater foreign direct investment into IndiaC

greater purchases of its own currency by the Indian central bankD
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