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Past-paper walk-through

Question 5
0455/12 N25 • Q5 • 1 mark

Which combination gives correct examples of macroeconomics and microeconomics?4

microeconomicsmacroeconomics

study of price of a productstudy of demand for a productA

study of individual behaviourstudy of behaviour of firmsB

study of specific marketsstudy of the economy as a wholeC

study of the national economystudy of the international economyD

The diagram shows the supply and demand curves for a good. The initial market equilibrium is
given at point E1. There is a change in the market that leads to a new equilibrium at E2.
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What is the cause of the change in the market equilibrium?

a decrease in the price of a substitute goodA

a decrease in raw material pricesB

an increase in the price of a substitute goodC

an increase in raw material pricesD
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Past-paper walk-through

Solution 5

Answer: C

Why

Identify which curve moved, and in which direction, from the new equilibrium
point.
A higher price with a lower quantity means supply shifted left.
A higher price with a higher quantity means demand shifted right.



Past-paper walk-through

Question 5
0455/11 J25 • Q5 • 1 mark

In 2020, to prevent the spread of a pandemic, many governments temporarily closed restaurants
and cafés.

What would be a macroeconomic impact of such a policy?

4

Demand for food to be consumed at home would rise.A

Gross Domestic Product (GDP) would fall.B

The profits from restaurants and cafés would fall.C

Staff working in restaurants and cafés would lose income.D

Good weather results in an increase in the demand for and supply of peaches.

How will this affect the price and quantity traded in the market for peaches?

5

quantity of
peaches traded

price of
peaches

fallfallA

riseriseB

uncertainriseC

riseuncertainD
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Past-paper walk-through

Solution 5

Answer: D

Why

Demand rising pushes both price and quantity up.
Supply rising pushes price down but quantity up.
So quantity definitely rises, while the two effects on price pull against each
other – price is indeterminate.
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Question 7
0455/12 J25 • Q7 • 1 mark

The diagram shows the market for ice cream and the effects of very hot weather.7
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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
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Past-paper walk-through

Solution 7

Answer: D

Why

Hot weather raises demand, so the equilibrium price would rise to P2.
If the price is held at P1, quantity demanded exceeds quantity supplied.
The result is a shortage, and the ice cream has to be rationed some other way.



Past-paper walk-through

Question 6
0455/13 J25 • Q6 • 1 mark

The diagram shows the market for cherries in Chile.6
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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
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Past-paper walk-through

Solution 6

Answer: A

Why

A shift of the demand curve is caused by something other than the good’s
own price.
Income, tastes, population or the price of a related good will do it.
A change in the cherries’ own price would move you along the curve instead.



Past-paper walk-through

Question 4
0455/12 N24 • Q4 • 1 mark

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
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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
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Past-paper walk-through

Solution 4

Answer: B

Why

A crop failure shifts the supply curve to the left.
With demand unchanged, less is available at every price.
So there is a shortage at the old price, and the price rises until the market
clears.
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Question 6
0455/11 J24 • Q6 • 1 mark

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
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Solution 6

Answer: C

Why

Price rises when demand increases or supply decreases.
A rise in the price of a substitute makes buyers switch to tea, so demand for
tea rises.
A fall in the price of a substitute, or a fall in demand, would push the price
down instead.


