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A university rejects 2000 qualified applicants who wish to study there.

Which factor of production could have caused the university to make this decision?

1

infinite quantity of capitalA

scarcity of labourB

surplus of landC

unlimited supply of enterpriseD

Sanjay, a coal miner, became unemployed when the only local mine closed. He lives in a village
near family and friends and would like to stay in the same village.

What is the cause of Sanjay’s occupational immobility?

2

a desire to live near family and friendsA

no relevant skillsB

the cost of travelling for workC

unaffordable housingD

The diagram shows the production possibility curve (PPC) for an economy that is at point X.3
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Which change in the economy’s labour market will allow it to reach point Y?

employed workers become more productiveA

unemployed workers find new jobsB

workers emigrate for higher wagesC

workers retire at younger agesD
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5 Missions to outer space face the same basic economic problem as that experienced on Earth. The 
African Space Agency was created to improve science and technology on the African continent. 
This agency also aims to coordinate trade between African countries to help technological 
development. This may improve how markets work. In 2021, total government spending on this 
agency was more than $500 million.

 (a) Define the basic economic problem. [2]

 (b) Explain how a market allocates resources. [4]

 (c) Analyse the benefits a country may gain from exporting to and importing from other countries.
 [6]

 (d) Discuss whether or not an increase in government spending will benefit an economy. [8]
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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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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
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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
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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?
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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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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
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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
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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
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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
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