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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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A government's spending currently equals its revenue. The government decides to decrease its
spending.

What is the most likely effect of this in the short run?

18

a budget deficitA

a budget surplusB

an increase in outputC

an increase in tax revenueD

What is not a monetary policy measure?19

changes in income tax ratesA

changes in interest ratesB

changes in the exchange rateC

changes in the money supplyD

Which government action would not be included as part of a supply-side policy?20

increasing the privatisation of industriesA

lowering national minimum wage ratesB

raising tariffs on international tradeC

reducing state benefitsD

An economy operating on its production possibility curve (PPC) enters a recession that causes 
unemployment. As the recession gets worse some unemployed workers emigrate in search of 
jobs overseas.

How are these effects of the recession shown on a diagram of the economy’s PPC in the short-term 
and the long-term?

21

long-term effect on
the PPC diagram

short-term effect on
the PPC diagram

movement to a point
inside the PPC

movement to a point
inside the PPC

A

shift of PPC to the leftmovement to a point
inside the PPC

B

movement to a point
inside the PPC

shift of PPC to the leftC

shift of PPC to the leftshift of PPC to the leftD
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What is an advantage for consumers from international specialisation?27

competition between firms results in lower pricesA

labour can move more freely between countriesB

less wealth is created throughout the worldC

multinational companies can increase their profitsD

Which government policy would encourage greater international trade?28

an increase in the level of domestic regulationA

an increase in the level of tariffs on importsB

the abolition of domestic subsidies for declining industriesC

the abolition of free trade agreementsD

The US currently trades in oil with the UK. The discovery of new oil and gas deposits in the US will
mean that its oil imports decrease and its oil exports increase.

From the initial equilibrium point of X, which letter indicates the new equilibrium point for the US
exchange rate?

29
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The graph shows changes in the average price level.24
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When did the country experience deflation?

year 2 to year 5A

year 2 to year 3B

year 2 to year 4C

year 4 to year 5D

In many high-income economies, increasing income inequality has led to greater levels of poverty.

Which combination of policies would aim to reduce income inequality?

25

supply-side policyfiscal policy

create more competitiondecrease corporation taxA

reduce the power of trade unionsincrease income taxB

increase the national minimum wageincrease inheritance taxC

privatise more public sector firmsincrease sales taxD

[Turn over11_0455_12_2025_1.8© UCLES 2025

9

IGCSE Economics: w25 13

What is least likely to increase the geographical mobility of labour?1

greater provision of information about available jobsA

improved roads and communication networkB

increased opportunities for education and trainingC

strengthened family ties and relationshipsD

Which value does opportunity cost measure?2

environmental damageA

next best alternative forgoneB

output of labourC

price paidD

The diagram shows a production possibility curve (PPC).

Which position is most likely to lead to the greatest outward shift of the PPC?

3

consumer
goods

capital goods
O

A
B

C

D

What is not a function of prices in a market economy?4

prices allow income to be distributed equallyA

prices ration scarce resources among economic agentsB

prices rise and fall to reflect shortages and surplusesC

prices send information to consumers and producersD
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Mining by multinational companies (MNCs) has both costs and benefits for the host nation.

Which activity is least likely to offer a benefit to the host nation?

28

developing courses for training in miningA

investing in infrastructure to export mineralsB

repatriating profits and dividendsC

using new technologyD

The table shows the retail price at which the same book can be bought in four countries.29

local currencyprice in local currencycountry

Australian dollars$14.99Australia

Canadian dollars$11.99Canada

New Zealand dollars$20.95New Zealand

GB pound£6.99United Kingdom

What additional information is required to make a meaningful comparison of the price of the book
between the countries?

direct tax ratesA

exchange ratesB

inflation ratesC

level of import tariffsD

What is a consequence of a surplus on the current account of the balance of payments?30

a decrease in GDPA

a decrease in unemploymentB

a depreciation of the foreign exchange rateC

deflationD
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The table shows the distribution of the working population in millions (m) in various sectors of an
economy over two years.

20

year 2
employment (m)

year 1
employment (m)economic sector

34education

86engineering

12farming

68finance

54healthcare

55motor vehicle production

22oil extraction

What can be concluded from the information?

Less output was produced in the economy in year 2 than year 1.A

Fewer people were employed in the secondary sector in year 1 than year 2.B

More people were employed in the primary sector in year 2 than year 1.C

More people were employed in the tertiary sector in year 2 than year 1.D

Which government intervention would increase the geographic mobility of labour?21

controlling firms locating in areas of low employmentA

giving grants to firms moving into areas of high unemploymentB

providing relocation expenses for workersC

subsidising declining industriesD

Which action by employers is most likely to reduce long-term economic growth?22

allowing workers time off to attend retraining coursesA

encouraging workers to work flexibly in different rolesB

granting workers regular short breaks during the working dayC

replacing skilled workers with semi-skilled workersD
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20 What is most likely to result from a successful supply-side policy?

a deterioration in the current account of the balance of paymentsA

economic growthB

increased inflationC

increased structural unemploymentD

The table shows the rates of unemployment and real GDP growth for an economy in year 1 and
year 2.

21

year 2year 1

7

−1

3

3

rate of
unemployment (%)

rate of real GDP
growth (%)

Which combination of policy measures would be most effective in returning the economy to the
year 1 level of activity?

a decrease in direct taxes and an increase in the rate of interestA

a decrease in government expenditure and an increase in the rate of interestB

an increase in direct taxes and a decrease in the rate of interestC

an increase in government expenditure and a decrease in the rate of interestD
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