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Consumers and producers face the same problem of satisfying wants.

What is the most likely reason wants cannot be satisfied?

1

consumers and producers cannot establish an equilibrium priceA

consumers have excess choice when producers oversupplyB

consumers have limited income and producers have finite resourcesC

consumers lack information to buy and producers lack motivation to supplyD

A worker decides to leave their job as a bus driver and take a job as a lorry driver.

What will increase the opportunity cost of this decision?

2

an increase in the holidays for lorry driversA

an increase in the income tax paid by bus driversB

an increase in the wages of bus driversC

an increase in the wages of lorry driversD

The diagram shows a country's production possibility curve (PPC).3
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What would cause a movement from point X to point Y?

decrease in productivityA

decrease in unemploymentB

increase in capital investmentC

increase in economic growthD
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2
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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Which distance shows a market disequilibrium caused by excess supply?

X to WDV to WCU to XBU to VA
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A manufacturing firm increases the scale of its production. Its average total cost (ATC) curve in 
the long run is shown below.

At which point on the ATC curve is the firm experiencing diseconomies of scale?

13
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What is most likely to increase the demand for labour in an industry?14

a decrease in the price of capital used by the industryA

a decrease in the productivity of labour in the industryB

an increase in the demand for the industry’s productC

an increase in the wage paid to labour in the industryD

A firm has fixed costs of $100 for its daily output. The table shows its daily total variable costs.15

4321output (units)

720500360200
total variable
costs ($)

What can be concluded about the firm’s average total cost?

It falls continuously.A

It is highest at output 4 units.B

It is lowest at output 3 units.C

It rises continuously.D
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What is an example of microeconomics?4

a fall in the cost of growing wheatA

a fall in the unemployment rateB

an increase in the rate of inflationC

an increase in government spendingD

There are three key questions to be decided in determining resource allocation within an economy.

What does not relate to one of the choices in the three key questions?

5

whether all income groups receive the outputA

whether consumer or industrial goods are producedB

whether economic goods or free goods are suppliedC

whether labour or capital is used in productionD

The diagram shows demand and supply curves for a good. The market is in equilibrium at point X.

What would be the new equilibrium position if there were a successful advertising campaign for
the good and an increase in the cost of raw materials?
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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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Which changes would move the equilibrium in the diagram from point X to point Z?7

quantityO

price

X

Z
S

D

a decrease in demand with a decrease in supplyA

a decrease in demand with an increase in supplyB

an increase in demand with a decrease in supplyC

an increase in demand with an increase in supplyD

When the price of shirts rises from $8 to $10, the demand for shirts falls from 1000 to 500.

What is the value of the price elasticity of demand for shirts?

8

greater than 1A

unitaryB

less than 1C

zeroD

A government intends to build a new international airport in an area of outstanding natural beauty.

What would be an external cost of this decision?

9

the cost of importing construction materialsA

the enjoyment lost by those unable to use the countrysideB

the increase in profits for local businessesC

the wages paid to the construction workersD
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The diagram shows a shift in the supply curve for New Zealand’s airlines from S1 to S2.5
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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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