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The diagram shows the costs of a firm.15
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What is the firm's total variable cost at an output of 100 units?

$50000D$10000C$500B$100A

If the average revenue of a firm increases from $4 to $5 and quantity demanded decreases from

20 units to 10 units, what will be the effect on the firm’s total revenue?

16

decreases by $20A

decreases by $30B

increases by $20C

increases by $30D

What are two macroeconomic aims of government?17

to allocate resources and reduce trade union membershipA

to create economic growth and prevent high inflationB

to raise interest rates and reduce pollutionC

to reduce exports and increase importsD
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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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The table shows a firm’s average revenue and average cost at different levels of output. 

When all output is sold, which level of output generates the most profit?

15

average
cost (US$)

average
revenue (US$)

output
(units)

30105A

202010B

152515C

183020D

What would make the existence of a monopoly market more likely?16

consumers prefer a variety of choice in productsA

significant economies of scale can be achievedB

there are low barriers to entry and exit for firmsC

there are no restrictions on international tradeD

Which role is not performed by a government?17

paying dividends to shareholdersA

promoting international trade agreementsB

providing state benefitsC

subsidising merit goodsD

A government has stated for the next year it has four main aims.18

1 low and stable inflation

2 providing subsidies to farmers

3 raising productivity of workers in the public sector

4 stability in the balance of payments

What are the two macroeconomic aims for the government?

3 and 4D2 and 3C1 and 4B1 and 2A
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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 A Swiss multinational food manufacturer increased prices for its products by an average of 8% in 
2022. It increased its prices in the USA by 11.6%. This multinational company (MNC) is one of the 
world’s oldest MNCs. It started as a small firm but has grown over the last 160 years. Over this 
period, its decisions have always been influenced by opportunity cost.

 (a) Define multinational company. [2]

 (b) Explain two reasons why a firm may charge a different price for the same product in two 
different countries. [4]

 (c) Analyse how opportunity cost influences the decisions made by consumers, workers and 
producers. [6]

 (d)  Discuss whether or not consumers would benefit from an increase in the number of small 
firms in an industry. [8]

3 Central banks influence their countries’ money supply. Central banks also regulate commercial 
banks. Households benefit from these commercial banks in several ways. In recent years, 
commercial banks have introduced new technology. Global online banking increased by 14% 
between 2019 and 2022. These advances in technology were combined with a greater use of 
division of labour.

 (a) Identify two ways central banks differ from commercial banks. [2]

 (b) Explain two characteristics that coins possess which mean they can perform the functions of 
money.  [4]

 (c) Analyse the services provided to households by commercial banks.  [6]

 (d) Discuss whether or not division of labour will benefit workers. [8]

4 The Central African country Chad has a triangle-shaped population pyramid and a high level of 
poverty. It regularly has an overall deficit on the current account of its balance of payments. Chad 
usually has a surplus on its secondary income. However, its trade in goods, trade in services and 
primary income are all usually in deficit. Some economists suggest that the Chadian Government 
should impose import quotas to reduce its trade in goods deficit.

 (a) Define primary income. [2]

 (b) Explain two influences on the shape of a country’s population pyramid. [4]

 (c) Analyse the causes of poverty. [6]

 (d) Discuss whether or not imposing import quotas will reduce a trade in goods deficit. [8]
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The diagram shows the average total costs (ATC) and average fixed costs (AFC) for a firm.16
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Which statement is correct?

At output X, average variable costs are lower than average fixed costs.A

At output Y, total variable costs are greater than total fixed costs.B

Between outputs W and Z, total fixed costs are falling.C

Between outputs W and Y, average variable costs have not changed.D

What is a macroeconomic aim of a government?17

high external costsA

high sales taxB

low unemploymentC

low wagesD

What is a principle of taxation?18

equality between social cost and social benefitA

fairness between taxpayersB

profit maximisation by firmsC

tax revenue maximisationD
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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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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

O

cost

output

ATC
A

B C

D

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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A car-wash firm has 3 workers. Before specialisation, each worker washed 5 cars per day. After
specialisation, 30 cars per day are washed.

What is the percentage increase in productivity?

14

600%D200%C100%B50%A

The diagram shows the fixed costs, variable costs and total costs of a firm.15
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What is the firm’s total variable cost at an output of 100 units?

$30 000D$25 000C$5000B$25A

The table shows the average revenue of a firm at various levels of output.16

average
revenue

($)
output

10

8

6

4

1

2

3

4

What happens to total revenue as output rises?

Total revenue falls and then rises.A

Total revenue falls continuously.B

Total revenue rises and then falls.C

Total revenue rises continuously.D
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