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Revision Sheet
IGCSE Economics · Unit 4 Government and the macroeconomy

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

Part 1 · Vocabulary review (17 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]

15. [1]

16. [1]

17. [1]

1



IGCSE Economics · Unit 4 revisionName: 

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 the definition of a government budget?

a forecast of government spending and revenue for the following financial yearA

an account of government taxation revenues for the current financial yearB

an estimate of government capital spending for the current financial yearC

an explanation of government spending for the following financial yearD

A government decides to increase defence expenditure and reduce direct taxes.

Which type of policy is this?

18

exchange rate policyA

fiscal policyB

monetary policyC

trade protection policyD

Governments use monetary policy such as increasing the rate of interest.

What is a result of increasing the rate of interest?

19

It creates disincentives for wage earners.A

It discourages investment by entrepreneurs.B

It reduces the disposable income of consumers.C

It reduces government transfer payments.D

[Turn over03_0455_12_2025_1.12© UCLES 2025

7

18

What is the definition of a government budget?

a forecast of government spending and revenue for the following financial yearA

an account of government taxation revenues for the current financial yearB

an estimate of government capital spending for the current financial yearC

an explanation of government spending for the following financial yearD

A government decides to increase defence expenditure and reduce direct taxes.

Which type of policy is this?

18

exchange rate policyA

fiscal policyB

monetary policyC

trade protection policyD

Governments use monetary policy such as increasing the rate of interest.

What is a result of increasing the rate of interest?

19

It creates disincentives for wage earners.A

It discourages investment by entrepreneurs.B

It reduces the disposable income of consumers.C

It reduces government transfer payments.D

[Turn over03_0455_12_2025_1.12© UCLES 2025

7

18

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?

cutting government spendingA

devaluing its currencyB

increasing existing import quotasC

increasing import dutiesD
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20 What is most likely to result from a successful supply-side policy?

a deterioration in the current account of the balance of paymentsA

economic growthB

increased inflationC

increased structural unemploymentD

The table shows the rates of unemployment and real GDP growth for an economy in year 1 and
year 2.

21

year 2year 1

7

−1

3

3

rate of
unemployment (%)

rate of real GDP
growth (%)

Which combination of policy measures would be most effective in returning the economy to the
year 1 level of activity?

a decrease in direct taxes and an increase in the rate of interestA

a decrease in government expenditure and an increase in the rate of interestB

an increase in direct taxes and a decrease in the rate of interestC

an increase in government expenditure and a decrease in the rate of interestD
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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?

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
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What causes cyclical unemployment in a recession?21

a permanent decrease in the demand for labourA

a permanent decrease in the supply of labourB

a temporary decrease in the demand for labourC

a temporary decrease in the supply of labourD

The table shows government expenditure and revenue in selected years.

tax
revenue
$bn

government
expenditure

$bn
year

5005001

4006002

3007003

What might explain the changes in the government’s budget over the period?

a fall in the dependency ratioA

a fall in the exchange rateB

an increase in cyclical unemploymentC

an increase in real GDPD

The table shows changes in economic policies for four countries, A, B, C and D.

Which country is most likely to be following a policy of preventing deflation?

23

taxation
government
spending

money supply

decreasingdecreasingdecreasingA

increasingdecreasingdecreasingB

decreasingincreasingincreasingC

increasingincreasingincreasingD
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Workers in Switzerland earn more on average than workers in Mexico.

What is a likely cause of this?

24

A greater percentage of workers in Switzerland work part-time than in Mexico.A

The average worker in Switzerland is more productive than the average worker in Mexico.B

The average worker in Switzerland paysmore income tax than the average worker in Mexico.C

The unemployment rate is higher in Switzerland than in Mexico.D

The table contains details on birth rate, death rate and net migration for several countries in a year.25

net
migration

death ratebirth rate

850 000

30 000

–300 000

4 500 000

7

6

12

8

13

14

39

12

Australia

Brazil

Nigeria

US

What can be concluded from the table?

Only one country, Nigeria, had a decreasing population.A

The country with the lowest birth rate had the lowest death rate.B

The country with the lowest death rate had the highest birth rate.C

The country with the lowest natural rate of increase in population was the US.D

Which combination best describes the characteristics of a high-income economy?26

percentage of the
labour force in the
tertiary sector

Human
Development
Index value

GDP per head
(US$)

highhighhighA

lowhighhighB

highlowlowC

lowlowlowD
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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?

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
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The table shows the weights allocated to the three items in a Consumer Prices Index (CPI) for two
years.

weights
item

year 2year 1

3530food

1520clothing

5050housing

100100total

What can be concluded from this data?

Clothing prices have fallen.A

Living standards remain unchanged.B

The average price level is unchanged.C

The proportion of income spent on food has risen.D

A government increases the rate of progressive income tax and its spending on hospitals. 

What is likely to happen to the distribution of income and to living standards?

24

living standardsdistribution of income

fallbecomes less evenA

risebecomes less evenB

fallbecomes more evenC

risebecomes more evenD

11_0455_13_2024_1.7a© UCLES 2024
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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

 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?

24

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

06_0455_11_2024_1.15© UCLES 2024
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Which function of money acts as a measure of value?15

a medium of exchangeA

a standard of deferred paymentB

a store of wealthC

a unit of accountD

What are the features of a highly competitive market when compared with a monopoly market?16

profitprice

higherhigherA

lowerhigherB

higherlowerC

lowerlowerD

What is not a role of central government in a mixed economy?17

providing demerit goodsA

providing merit goodsB

providing public goodsC

stabilising the economyD

A government wishes to prevent deflation.

Which combination of policies would be the most effective in achieving this aim?

government
spending

interest rate

increaseincreaseA

reduceincreaseB

increasereduceC

reducereduceD

06_0455_12_2024_1.9© UCLES 2024
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The diagram shows the impact of a tax introduced on a product.19

S2

S1

D

Q1Q2
O

P2

P1

H

price

quantity

E

F
G

Which area represents the amount of tax paid by the consumer?

P1P2EFDOP2EQ2CHP2EGBHP1FGA

Which statement about supply-side policy is correct?

It aims to increase the productive potential of the economy.A

It aims to increase total demand in the economy.B

It involves changes in the equilibrium foreign exchange rate.C

It involves changes in the rate of interest.D

Which change is most likely to cause faster economic growth in the short run?21

an increase in net emigrationA

an increase in the birth rateB

an increase in the death rateC

an increase in the retirement ageD

How is the pattern of employment likely to change when a country becomes more developed?22

from rural employment to urban employmentA

from skilled employment to primary employmentB

from technical employment to manual employmentC

from tertiary employment to secondary employmentD
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Which item is least likely to be included in the Consumer Prices Index (CPI)?

domestic cooking oilA

homemade clothesB

milkC

personal mobile phonesD

The table shows statistics for four countries A, B, C and D.

According to the data provided, which country has the lowest standard of living?

24

GDP per head
($)

life expectancy
(years)

average years of
schooling

200456A

200477B

220609C

15005912D

Economic development in country X has progressed at a greater rate than in country Y.

What is the most likely explanation of this difference in economic development between country X
and country Y?

25

Country X has a higher level of spending on education than country Y.A

Country X has a higher level of unemployment than country Y.B

Country Y has a higher level of investment spending than country X.C

Country Y has a higher level of spending on healthcare than country X.D

A rise in which factor would cause an increase in the population growth rate of a country?26

birth rateA

death rateB

infant mortality rateC

net emigrationD
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Section B

Answer any three questions.

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

2 In 2020, wages paid to Mexican workers, including those in the primary sector, fell. This fall 
contributed to a 9% rise in poverty in the country. In the same year, many small and medium-sized 
firms closed down. The country also suffered from traffic congestion. Its capital, Mexico City, is the 
world’s most congested city.

 (a) Identify two possible opportunity costs of producing primary sector products. [2]

 (b) Explain two policy measures which may reduce poverty. [4]

 (c) Analyse how the closure of firms may harm consumers. [6]

 (d) Discuss whether or not a government should encourage people to walk to school and work.
 [8]

South America is a large geographical area with millions of microeconomic decision-makers. 
During a recent pandemic, schools stayed closed for longer than anywhere else in the world. As 
a result, students received less education. The World Bank estimated that the average student 
would earn $24,000 less over their lifetime. Some students may earn only the minimum wage. In 
2020, South America had an inflation rate of 6.3% and an economic growth rate of only 1.8%.

 (a) Identify the difference between microeconomics and macroeconomics. [2]

 (b) Explain how less education can reduce a person’s lifetime earnings. [4]

 (c) Analyse how the introduction of a minimum wage could affect unemployment. [6]

 (d) Discuss whether or not an economy with a high inflation rate will have a low economic growth 
rate. [8]

4 Tajikistan is one of Asia’s low-income countries. Its currency, the somoni, has the key characteristics 
of money. More than one million Tajik people work abroad, mostly in Russia. In 2020, the Tajik 
government was concerned that the country’s economy might experience a recession which could 
cause a fall in tax revenue. Despite this possibility, some Tajik firms bought new capital equipment.

 (a) Identify two reasons why tax revenue is likely to fall during a recession. [2]

 (b) Explain two characteristics of money. [4]

 (c) Analyse the advantages an economy may gain from having some of its people working in 
other countries. [6]

 (d) Discuss whether or not consumers would benefit from firms buying new capital equipment.
 [8]
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