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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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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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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 Some  markets in Belgium are in equilibrium. The country produces a wide range of goods and 
services with different degrees of price elasticity of demand. The Belgian Government wants the 
economy to move to a production possibility point beyond its current production possibility curve 
(PPC). Belgium’s scientific industry is one industry which is doing well. Workers in this industry are 
highly specialised.

 (a) Define market equilibrium. [2]

 (b) Explain two ways an economy could reach a point outside its current PPC. [4]

 (c) Analyse how price elasticity of demand can influence a firm’s pricing decisions. [6]

 (d) Discuss whether or not firms benefit from their workers undertaking training. [8]

3 In April 2023, a French cosmetics firm merged with an Australian cosmetics firm. It is expected 
the merger will lower average total cost as the new firm is likely to benefit  from greater internal 
economies of scale. A manager stated that a key aim is to make the firm’s production more 
sustainable by using raw materials taken from renewable sources. In most countries, the cosmetics 
firm’s products, including perfume, are taxed at a higher rate than food.

 (a) Define average total cost. [2]

 (b) Explain how using renewable raw materials may affect a firm’s profits. [4]

 (c) Analyse the internal economies of scale that a cosmetics firm could experience. [6]

 (d) Discuss whether or not perfume should be taxed at a higher rate than food. [8]

4 There are several policy measures a central bank or government can use to reduce unemployment. 
One policy measure a government could use to reduce unemployment is to increase its spending 
on building houses. The Federal Reserve, the central bank of the US, has two main aims. One is 
to maintain price stability and the other is to achieve full employment. Some central banks also 
have economic growth as a target, but none have HDI value as a target.

 (a) Identify two policy measures a central bank could use to maintain price stability. [2]

 (b) Explain two benefits to an economy of full employment. [4]

 (c) Analyse how an increase in government spending on building houses could reduce 
unemployment. [6]

 (d) Discuss whether or not an increase in a country’s economic growth rate will increase its 
HDI value. [8]
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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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The table shows the average wage in four countries, A, B, C and D.

In which country is there the greatest relative wage discrimination against female employees?

10

female
$

male
$

80100A

60120B

100140C

200300D

The diagram shows the average total cost curve (ATC) for a firm after a merger.11

costs

output
O

ATC

X
Y

Why is the movement from X to Y likely to result from this merger?

Consumer demand is rising.A

Marketing economies of scale occur at higher levels of output.B

The firm faces problems of co-ordination between departments.C

The firm is negotiating discounts through bulk buying.D

A restaurant employs two chefs who make all of the meals that are served to customers.

What is most likely to increase the productivity of the chefs?

12

a decrease in the number of customers in the restaurantA

a decrease in the chefs’ payB

an increase in the quality of the foodC

an increase in training for the chefsD
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What are fixed costs?13

costs that are divided by the amount producedA

costs that are present when output is zeroB

costs that change according to the level of outputC

costs that decrease when output increasesD

The table shows the daily output and costs of four firms making chairs.

Which firm has the highest average cost of production?

14

variable costs
($)

fixed costs
($)

output (units)

1401006A

150309B

16020012C

33012015D

The only information known about a firm is the price it charges for its product and the quantity it
sells.

What else can be concluded from this?

15

its average cost and profitA

its average cost and total revenueB

its average revenue and profitC

its average revenue and total revenueD

If a very competitive market becomes a monopoly, what will be likely to increase and what will be
likely to decrease?

16

decreaseincrease

economies of scalebarriers to entryA

pricesconsumer choiceB

competitionlong-run profitsC

market shareoutputD
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At higher wage rates an individual prefers to work shorter hours than receive extra income.

Which curve shows this?

11

wage
rate

hours worked

A B

C D

O

wage
rate

hours workedO

wage
rate

hours workedO

wage
rate

hours workedO

S

S

S

S

In some countries, there has been a significant reduction in the number of trade union members.

Who are the members of trade unions?

12

employersA

exportersB

importersC

workersD

What would be most likely to encourage a firm to grow internally?13

when diseconomies of scale occur at low levels of outputA

when economies of scale occur at high levels of outputB

when new firms enter the market and increase competitionC

when the firm only supplies the local marketD
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A clothes retailer borrows money to finance the opening of another clothes shop.

Which type of growth is this?

12

What is meant by internal diseconomies of scale?13

average cost for the firm decreases when the output of the firm increasesA

average cost for the firm decreases when the output of the industry increasesB

average cost for the firm increases when the output of the firm increasesC

average cost for the firm increases when the output of the industry increasesD

A food-processing firm decides to change from a labour-intensive production method to a 
capital-intensive production method.

What is likely to decrease as a result of the change?

14

fixed costs as a percentage of total costA

output per worker per hourB

the level of total outputC

variable costs as a percentage of total costD

What is an example of a fixed cost?15

electricityA

insuranceB

raw materialsC

wagesD

What is the definition of profit maximisation?16

The firm is allocating a proportion of profit to other business objectives.A

The firm is making as much profit as possible.B

The firm is making higher levels of profit this year than last year.C

The firm is making the same amount of profit this year as last year.D
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external and horizontalC

external and verticalD

internal and horizontalA

internal and verticalB
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The diagram shows the average total cost (ATC) for a firm, in the long run.13

O

costs

output

ATC2

ATC1

What would cause the shift from ATC1 to ATC2?

difficulties in controlling the firmA

external economies of scaleB

managerial economies of scaleC

technical economies of scaleD

What is most likely to encourage capital-intensive production methods in a low-income economy?14

expensive capital equipment costsA

grants from foreign aid programmesB

supplies of local low-cost labourC

a shortage of highly trained supervisorsD

A firm’s average revenue is $20. It sells 1000 units.

What are the firm’s total revenue and the price of the product?

15

price
($)

total revenue
($)

2020A

501 000B

2020 000C

5020 000D
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