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Chile specialises in the production of copper for export.

In what way is the Chilean economy likely to be affected by a large rise in the supply of copper
from other countries?

22

economic growthemployment

fallfallA

risefallB

fallriseC

riseriseD

The table shows the patterns of employment in selected industries in two years.23

employment in millions
industry

year 2year 1

6

4

10

10

10

8

4

8

12

8

agriculture

fishing

hospitality

manufacturing

retailing

4040total

How did the patterns of employment change between year 1 and year 2?

tertiary sectorsecondary sector

rosefellA

unchangedfellB

fellroseC

roseunchangedD

What is deflation?24

a sustained fall in total demandA

a sustained fall in the general price levelB

a sustained fall in the rate of inflationC

a sustained fall in the value of moneyD
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What does a successful supply-side policy increase in an economy?21

the level of unemploymentA

the production possibilitiesB

the rate of inflationC

the rate of interestD

In one particular year, South Sudan’s population growth was 1.3% while its GDP growth was 2%.

What is the most likely consequence of this?

22

GDP per capita will decreaseA

the rate of inflation will decreaseB

the standard of living will increaseC

unemployment will increaseD

What are the correct definitions of unemployment and employment relative to the number of people
of working age?

23

employmentunemployment

those who are not in
full-time education

those who want a job but cannot
get one at the current wage rate

A

those who have a job
at the current wage rate

those who want a job but cannot
get one at the current wage rate

B

those who are not in
full-time education

those without a jobC

those who have a job at
the current wage rate

those without a jobD
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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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Monetary policy often involves a change in which variables?19

government expenditure or taxesA

interest rates or the money supplyB

labour market or trade union lawsC

tariffs or quotasD

Which supply-side policy measure is most likely to enable a government to achieve its aim of full
employment?

20

decreasing government spending on school buildingsA

decreasing the number of teachers in schoolsB

increasing taxation on private school feesC

increasing the provision of enterprise skills in schoolsD

Which policy decision is most likely to cause economic growth?21

an increase in corporation tax ratesA

an increase in interest ratesB

an increase in the amount workers can earn before paying income taxC

an increase in the government's regulations for starting a new businessD

A government uses the labour force survey method to calculate unemployment.

What is required under this method for a person to be classified as unemployed?

22

actively
seeking work

immediately
available
for work

eligible for
unemployment

benefits

yesnonoA

yesyesnoB

noyesyesC

nonoyesD
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When a government aims to encourage economic growth, it may adopt supply-side policies.

Which policy is a supply-side policy?

20

increasing the money supplyA

lowering interest ratesB

reducing indirect taxationC

retraining unemployed workersD

An economy that is fully employed is forecast to have an increase in total demand.

What is most likely to increase?

21

the rate of absolute povertyA

the government budget deficitB

the level of unemploymentC

the rate of inflationD

A government conducted a labour force survey. It only included people of working age in the survey.
The results are shown in the table.

22

number of people

10000000of working age

7000000employed

1000000unemployed

2000000not seeking work

Which percentage of working-age people are in the labour force?

90%D80%C70%B30%A

A school leaver is unable to find a job immediately after completing their education.

Which type of unemployment is this?

23

cyclicalA

frictionalB

regionalC

structuralD
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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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What causes cyclical unemployment in a recession?21

a permanent decrease in the demand for labourA

a permanent decrease in the supply of labourB

a temporary decrease in the demand for labourC

a temporary decrease in the supply of labourD

The table shows government expenditure and revenue in selected years.22

tax
revenue
$bn

government
expenditure

$bn
year

5005001

4006002

3007003

What might explain the changes in the government’s budget over the period?

a fall in the dependency ratioA

a fall in the exchange rateB

an increase in cyclical unemploymentC

an increase in real GDPD

The table shows changes in economic policies for four countries, A, B, C and D.

Which country is most likely to be following a policy of preventing deflation?

23

taxation
government
spending

money supply

decreasingdecreasingdecreasingA

increasingdecreasingdecreasingB

decreasingincreasingincreasingC

increasingincreasingincreasingD
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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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