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The price of petrol increases in a country with a market economic system.

What is a consequence of this?

4

More cars are bought.A

The costs of road transport increase.B

The quantity of petrol supplied falls.C

There is a shortage of petrol.D

What determines a consumer’s demand for a product?5

the price of the
product

the consumer’s
willingness to buy
the product

the consumer’s
income

✓✓✓A

✗✓✓B

✓✓✗C

✓✗✓D

The diagram shows the market for a product.6
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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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The diagrams show the demand curves for the only two buyers in a market.6
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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 One of the world’s more expensive roads opened in Montenegro in 2022. To build the road, the 
Montenegro Government was helped by a foreign commercial bank and another multinational 
company (MNC). This new road could help the Montenegro Government achieve its 
macroeconomic aims and increase Montenegro’s international trade. MNCs can have a significant 
impact on the host countries in which they locate.

 (a) Define international trade. [2]

 (b) Explain the importance of commercial banks to governments. [4]

 (c) Analyse how building roads can help a government achieve its macroeconomic aims. [6]

 (d) Discuss whether or not MNCs benefit host countries. [8]

3 The public sector in Andorra is focusing on developing the healthcare, biotechnology and sports 
industries. Andorra has the natural advantage of being a mountainous country. Several winter 
sports firms in Andorra have recently merged. This will affect the level of competition in the winter 
sports market in Andorra.

 (a) Define public sector. [2]

 (b) Explain two types of merger. [4]

 (c) Analyse how differences in healthcare can lead to differences in economic development 
between countries. [6]

 (d) Discuss whether or not competitive markets are beneficial for consumers. [8]

4 As cities experience economic growth, the buildings in the city become taller. This is driven by 
an increase in the willingness and ability of consumers to live in tall buildings. Changes in the 
conditions of supply have also increased the number of tall buildings being constructed. However, 
there is a limit to the height of buildings – above a certain height, the total cost of constructing the 
building will exceed the total revenue generated.

 (a) Define total cost. [2]

 (b) Explain two causes of an increase in the supply of a product. [4]

 (c) Analyse factors that can increase the willingness and ability of consumers to buy a certain 
product. [6]

 (d) Discuss whether or not economic growth will improve living standards in a city. [8]

2



IGCSE Economics: w24 12Name: 

The diagram shows a change in demand for coffee.5
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What would cause the demand for coffee to change from D1 to D2?

a good coffee harvestA

a rise in the price of substitute drinksB

a rise in the wages of coffee workersC

a successful advertising campaign for teaD

The table shows the supply for a product at different prices.6

supply
(units)

price
($)

120

160

200

240

280

10

12

14

16

18

If the price changes from $12 to $14, what will be the change in supply?

Supply will contract by 40 units and there will be a movement down along the supply curve.A

Supply will contract by 200 units and there will be an inward shift of the supply curve.B

Supply will extend by 40 units and there will be a movement up along the supply curve.C

Supply will extend by 200 units and there will be an outward shift of the supply curve.D
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The world price of cocoa has been falling while the prices of products made from cocoa have been
rising.

Which combination might explain this?

4

advertising expenditure
on products made from cocoa

market for cocoa

decreaseexcess demandA

decreaseexcess supplyB

increaseexcess demandC

increaseexcess supplyD

The table shows the amounts demanded and supplied of tomatoes at different prices. The initial
equilibrium is at a price of $40.

5

supply
(kg)

demand
(kg)

price
($)

22010

51620

81230

101040

12850

The following year, more efficient harvesting means that the supply increases by 50% at each price.

What will happen to the suppliers’ total revenue?

It will fall by $10.A

It will fall by $40.B

It will rise by $10.C

It will rise by $200.D

A fall in which variable would help eliminate a market shortage?6

quantity demandedA

priceB

quantity suppliedC

the number of firmsD
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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 2021, the production point on the UK’s production possibility curve (PPC) changed. Average 
wages increased. The average annual wage of a waiter was $23,580 while that of a chief executive 
of a large commercial bank was $1,617,000. A rise in wages enables people to eat in restaurants 
more often. Some of the food sold in UK restaurants is imported. In 2021, the UK government 
signed free trade agreements, removing import restrictions, with a number of countries.

 (a) Identify two places where a production point could be located on a PPC diagram. [2]

 (b) Explain two reasons why someone may switch from eating in one restaurant to eating in 
another restaurant. [4]

 (c) Analyse why the wage of a chief executive of a large commercial bank is higher than that of a 
waiter. [6]

 (d) Discuss whether or not free trade will increase economic growth. [8]

3  The central bank of Madagascar intervenes in the country’s foreign exchange market. However, 
Madagascar has a largely market economic system. Nearly 70% of Madagascar’s population 
live in poverty. Most of the country’s industries are labour-intensive. In 2020, Madagascar had 
an economic growth rate of 6% and a deficit on the current account of its balance of payments 
of $0.6bn.

 (a) Define foreign exchange market. [2]

 (b) Explain two reasons why a firm may adopt labour-intensive production. [4]

 (c) Analyse how the macroeconomic aims of economic growth and balance of payments stability 
may conflict. [6]

 (d) Discuss whether or not a high level of poverty is likely to exist in a market economic system.
 [8]

4 In 2021, there were extensions and contractions in demand for a number of South African products. 
In that year, a South African court stopped a multinational company (MNC) exploring for oil along 
South Africa’s coastline. South Africa experienced an increase in output, driven largely by the growth 
in its tertiary sector. However, its unemployment rate was 35%, a long way from full employment.

 (a) Define an extension in demand. [2]

 (b) Explain two external costs that may be caused by exploring for oil. [4]

 (c) Analyse how growth in a country’s tertiary sector can increase its living standards. [6]

 (d) Discuss whether or not workers who lose their jobs are likely to stay unemployed for a long 
time. [8]
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