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Question 13
0455/12 N25 • Q13 • 1 mark

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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Solution 13

Answer: C

Why

A union’s bargaining power depends on how much it can hurt the employer
and how many it represents.
So more members, and members whose labour is hard to replace, both
strengthen it.
Raising membership fees would reduce membership, weakening the union.
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Question 14

0455/12 N25 • Q14 • 1 mark

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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Solution 14

Answer: D

Why

Vertical integration joins firms at different stages of the same production
chain.
Backward means moving towards the source of supply.
A tyre maker buying its rubber supplier is therefore backward vertical
integration.
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Question 27
0455/11 J25 • Q27 • 1 mark

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
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Solution 27

Answer: D

Why

Specialisation means concentrating on a narrower range of activities.
So anything that makes firms or workers focus more narrowly increases it.
A takeover of an unrelated business is diversification, which does the opposite.
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Question 12

0455/12 N24 • Q12 • 1 mark

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
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Solution 12

Answer: C

Why

Vertical integration joins firms at different stages of the same chain.
Forward means moving towards the customer.
A restaurant chain buying the website through which customers order is
forward vertical integration.
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Question 15
0455/11 J24 • Q15 • 1 mark

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
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Solution 15

Answer: C

Why

Vertical integration joins firms at different stages of the same chain.
Forward means moving towards the customer.
A manufacturer buying a retailer is therefore forward vertical integration.


