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Revision Sheet
IGCSE Economics · Unit 3 Microeconomic decision-makers

15 vocabulary items · 33 marks of exam questions (14 questions)

Part 1 · Vocabulary review (15 items). The terms this unit is examined on most. Mark it yourself
from the answer key.

Section A · Chinese to English
Write the English word.

1. [1]

2. [1]

3. [1]

4. [1]

5. [1]

6. [1]

7. [1]

8. [1]

9. [1]

10. [1]

11. [1]

12. [1]

13. [1]

14. [1]
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Section B · Pictures
Write the English word for each picture.

15. [1]

Part 2 · Exam questions (33 marks, 14 questions) begins on the next page. They are ordered easy to
difficult and none of them has been set before.
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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?

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
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The diagram shows the average total cost (ATC) for a firm, in the long run.13

O

costs

output

ATC2

ATC1

What would cause the shift from ATC1 to ATC2?

difficulties in controlling the firmA

external economies of scaleB

managerial economies of scaleC

technical economies of scaleD

What is most likely to encourage capital-intensive production methods in a low-income economy?

expensive capital equipment costsA

grants from foreign aid programmesB

supplies of local low-cost labourC

a shortage of highly trained supervisorsD

A firm’s average revenue is $20. It sells 1000 units.

What are the firm’s total revenue and the price of the product?

price
($)

total revenue
($)

2020A

501 000B

2020 000C

5020 000D
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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?

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?

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?

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
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 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?

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
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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?

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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The diagram shows the demand and supply curve of labour for a firm. The initial wage rate is given
by W0 and the equilibrium quantity of labour employed is L0.

A trade union that represents all of the workers negotiates a rise in wage rate to W1.

11

O

S

D

W1

L1 L0 L2

W0

wage
rate

quantity of labour

What is the amount of unemployment that results from this wage rise?

L1L2DL1L0CL0L2BOL1A

A farmer introduces machinery to help workers at harvest time. The farmer also reduces the number
of workers by 50%. As a result, the total harvest increases by 25%.

What has happened?

Labour productivity has decreased and production has decreased.A

Labour productivity has decreased and production has increased.B

Labour productivity has increased and production has decreased.C

Labour productivity has increased and production has increased.D

A firm has fixed costs of $20 and the following total variable costs.13

40302010output

100806040total variable costs ($)

What happens to average total cost over this output range?

It falls continuously.A

It falls then rises.B

It rises continuously.C

It rises then falls.D
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Subsistence farming is the practice of growing crops and raising livestock sufficient only for one’s 
own use without any surplus for trade.

Why is it difficult for a government to measure economic growth in an economy based on subsistence 
farming?

21

Farmers’ families consume most of their own produce.A

Farmers have low rates of saving.B

The size of harvest is dependent on the weather.C

The surplus produce is sold to the government.D

What is necessary for a worker to be classified as unemployed?22

the worker will
accept the
current wage

rate

the worker is
prepared to

work

the worker does
not have a paid

job

nonoyesA

yesnoyesB

noyesyesC

yesyesyesD

23 What is most likely to increase when the rate of inflation gradually changes from 2% to 8% in one
        year?

the cost of updating existing price listsA

the level of business confidenceB

the real income of fixed-income earnersC

the real value of consumer debtD

The introduction of a minimum hourly wage in an industry aims to reduce poverty among low-paid
workers.

What is an advantage to workers of an effective national minimum wage?

All workers get paid according to their level of productivity.A

Firms may look to increase capital equipment rather than labour.B

Levels of employment become more dependent on wage differences.C

Redistribution of a firm’s income rewards labour rather than owners.D
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Which combination shows the advantages of a small firm over a larger firm?

lower average cost
greater

independence
better

communication

yesnonoA

noyesnoB

noyesyesC

yesyesyesD

What is a variable cost for a firm?

the cost of raw materialsA

the interest payment on existing loansB

the rent on the factoryC

the insurance on the factory buildingsD

The table shows the daily average revenue and units of output sold for a firm producing bicycles
over a five day period.

14

units of
output sold

average
revenue ($)

day

22001

41602

81203

14804

16405

What can be concluded from the table?

The firm's highest total revenue occurs at 2 units of output sold.A

The firm's highest total revenue occurs at 14 units of output sold.B

The firm's prices are always greater than total revenue.C

The firm's total revenue always increases as output rises.D
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The Peruvian government is under pressure from its industries to improve the country’s transport 
system. Peru’s third largest industry is tourism. There are many firms in the Peruvian tourism 
industry. Another major industry in Peru is fruit farming. In recent years, trade union membership 
in the Peruvian fruit-farming industry has increased.

 (a) Identify two examples of labour employed in the tourism industry. [2]

 (b) Explain two reasons why countries with a good transport system often have a high GDP. [4]

 (c) Analyse the benefits consumers may gain from a competitive market. [6]

 (d) Discuss whether or not an increase in trade union membership will benefit an economy. [8]
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