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The table shows how household spending changes with income.11

spending
($ per month)

income
($ per month)

4150

4375

4650

4900

4975

5275

4000

4300

4600

4900

5200

5500

What is the first level of income shown at which savings are positive?

$5200D$4900C$4600B$4000A

The wages of school teachers are rising.

What is least likely to be the cause of this?

12

decreased membership of teaching trade unionsA

increased awareness among parents about the importance of educationB

more restrictions on the immigration of teachers from other countriesC

the opening of new schools by the governmentD

What is a feature of every trade union?13

members are unskilled workersA

members use collective bargainingB

members work for the same employerC

members work in the same industryD

What must occur if a firm experiences economies of scale?14

average costs decreaseA

profits decreaseB

the number of workers increasesC

total advertising costs decreaseD
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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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Worker X earns less than worker Y.

What is most likely to be true of worker X?

11

They have a longer period of training than worker Y.A

They have a longer working day than worker Y.B

They have skills that are more in demand than worker Y.C

They have weaker bargaining power than worker Y.D

What would increase the strength of a trade union?12

a growth in part-time employmentA

a growth in the membershipB

a rise in the national minimum wageC

a rise in the standard of livingD

The size of the domestic car industry in Japan has enabled Japanese car producers to be more
price competitive than rival car producers.

What is an explanation for this?

13

Economies of scale are present in the Japanese car industry.A

Managerial problems exist in the Japanese car industry.B

Productivity is low in Japan.C

The Japanese car industry is very labour-intensive.D

The table shows the output of cakes from four bakeries, A, B, C and D.

Which bakery has the highest labour productivity?

14

output
(cakes per day)

labour
(hours per day)

4010A

64040B

75050C

500100D
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What is likely to increase the occupational mobility of labour?1

increasing entry requirements to professionsA

increasing retraining of workersB

introducing job specialisationC

introducing subsidised transportD

Sonia owns a takeaway food delivery service. She decides to expand the firm, buying more vans
and hiring additional drivers.

Which factors of production were changed?

2

capital and labourA

capital and landB

enterprise and capitalC

labour and landD

The diagram shows a production possibility curve (PPC). The economy is using all of its available
resources.

3

O

manufactured
goods

agricultural goods

W Z

X
Y

A government decides to encourage more production of manufactured goods instead of agricultural
goods.

Which movement shows this policy change?

Z to XDX to WCW to YBW to XA
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A bus driver initially works longer hours if the wage rate increases. As his earnings increase, there
reaches a point when he prefers more leisure than extra work.

Which supply curve, S, represents this situation?

12

A

O

wage
rate

wage
rate

wage
rate

wage
rate

worker
hours

B

O worker
hours

C

O worker
hours

D

O worker
hours

S
S

SS

What is a function of a trade union?13

to negotiate workers’ contractsA

to promote workers to more responsible jobsB

to recruit workers for the firmC

to supervise the workers in the firmD

There has been an improvement in the transport infrastructure in India that reduces the costs of
farming.

What is this an example of?

14

external diseconomies of scaleA

external economies of scaleB

internal diseconomies of scaleC

internal economies of scaleD

A firm chooses to become more capital-intensive.

What is least likely to have increased?

15

interest ratesA

minimum wagesB

the power of trade unionsC

the productivity of capitalD
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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

output of

capital

goods

O output of

consumer goods

X

Y

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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A country’s central bank raised the rate of interest from 1% to 4% per year.

How would this change have affected the amount saved and the cost of borrowing by individuals?

10

cost of borrowingamount saved

decreaseddecreasedA

increaseddecreasedB

decreasedincreasedC

increasedincreasedD

What is a non-wage factor influencing an individual’s choice of occupation?11

the availability of overtime workA

the hourly rate of payB

the opportunity to get a financial bonusC

the risk of unemploymentD

Workers in the secondary sector of an economy earn more on average than workers in the tertiary
sector.

Which combination will most likely increase differences in wages between workers in the secondary
and tertiary sector of an economy?

12

tertiary sectorsecondary sector

increased supply of workersincreased productivityA

decreased productivity of workersdecreased demand for productsB

increased demand for productsincreased supply of workersC

decreased minimum wageweaker bargaining strengths of trade unionsD
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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 The world’s four largest accountancy firms experienced a decline in demand for their services at 
the start of 2023. One cause of this lower demand was a decline in mergers in other industries, 
including the chocolate industry. Three of the accountancy firms reduced the number of new 
workers they hired and the other accountancy firm announced job losses. The ability of workers to 
gain new jobs is influenced by their mobility.

 (a) Identify two advantages a firm may gain from merging with another firm. [2]

 (b) Explain two disadvantages workers may experience as a result of losing their jobs. [4]

 (c) Analyse the advantages of an increase in labour mobility. [6]

 (d) Discuss whether or not the demand for chocolate is likely to be price elastic. [8]

3 In 2022, Paraguay’s production possibility curve (PPC) shifted to the right. Paraguay has a mixed 
economic system. Its government provides merit goods and public goods. The country’s private 
sector is a major producer of shampoo. The firms in the shampoo industry make use of division of 
labour. There are several firms in the industry, but the number is declining. There is a possibility 
that soon there may be just one firm in the industry.

 (a) Identify what is measured on the axes of a production possibility curve. [2]

 (b) Explain, with an example of each, the difference between a merit good and a public good. [4]

 (c) Analyse how division of labour can benefit firms. [6]

 (d) Discuss whether or not consumers would benefit from only one firm producing shampoo. [8]

4 In 2022, more than a quarter of a million workers, including doctors, left Sri Lanka to work in other 
countries. This was largely due to economic problems, including an inflation rate of 50% and a 
concern that unemployment might rise. The Sri Lankan Government increased direct taxation. It 
also encouraged some public sector workers to work abroad temporarily. People who work abroad 
often send money home to relatives.

 (a) Identify two types of unemployment. [2]

 (b) Explain two ways that money received from relatives working abroad could raise their 
families’ living standards. [4]

 (c) Analyse how an increase in direct taxation could increase unemployment. [6]

 (d) Discuss whether or not a doctor would benefit from working in another country. [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 Unemployment in the United Kingdom (UK) fell in December 2021 to 4.1%. Market forces would 
usually mean that wages would increase due to this lower unemployment. However, workers’ 
living standards did not increase. New international trade deals were not made fast enough to 
offset the decreasing trade between the UK and the European Union.

 (a) Identify two ways of measuring unemployment. [2]

 (b) Explain two factors that could influence living standards, apart from unemployment rates. [4]

 (c) Analyse how market forces can increase wages. [6]

 (d) Discuss whether or not free trade between countries increases economic growth. [8]

3 Approximately 95% of students in Macao, a special administrative region of China, attend a 
private school. Internationally, competition for students is high amongst private schools. Private 
schools are often technologically innovative in their methods of teaching. However, some argue 
that private schools make the government aim of redistribution of income more difficult to achieve.

 (a) Define privatisation. [2]

 (b) Explain how technological innovation can benefit firms. [4]

 (c) Analyse the effects of increased competition amongst firms. [6]

 (d) Discuss whether or not improving education can help a government achieve its macroeconomic 
aims. [8]

4 The World Trade Organization (WTO) estimates that India has the largest levels of trade protection 
of any major economy. The highest tariffs are imposed on products from the primary sector. For 
example, in 2018 India imposed a tariff of approximately 90% on imports of coffee to protect its 
coffee farmers. However, the markets for coffee substitutes and complements do not have such 
levels of government intervention.

 (a) Identify two methods of trade protection apart from a tariff. [2]

 (b) Explain how the price of coffee substitutes and complements can affect the demand for 
coffee. [4]

 (c) Analyse possible reasons why a government may want to intervene in a market. [6]

 (d) Discuss whether or not high tariffs can reduce unemployment. [8]
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