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The price of fish has increased from $3.00 to $4.80. The quantity supplied of fish has increased
from 100 units to 130 units.

What is the price elasticity of supply (PES) of fish?

7

2D1.8C1.3B0.5A

Which combination shows features of the mixed economic system?8

public
sector

private
sector

price
mechanism

yesnonoA

noyesnoB

noyesyesC

yesyesyesD

The diagram shows the equilibrium price for bread.9

price

($)

quantity

D

S

0

5

What will be the short-term effect if the government sets a maximum price below $5?

a shift in the demand curveA

a shift in the supply curveB

an excess of demand over supplyC

an excess of supply over demandD

Why do banknotes function as money?10

They are backed by gold.A

They are durable.B

They are generally acceptable.C

They have intrinsic value.D
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What is classed as the factor of production land?1

an airportA

a car parkB

a doctor’s officeC

a forestD

An economics graduate chooses to work in a bank rather than teach economics which was the
next best alternative.

Which cost is incurred as a result of this decision?

2

external costA

internal costB

opportunity costC

private costD

3 The diagram shows an initial production possibility curve of PPC1.

O

consumer
goods

capital goods

PPC2 PPC1

What is likely to have caused the movement of the production possibility curve PPC1 to PPC2?

a decline in non-renewable resourcesA

a decline in the opportunity cost of consumer goodsB

an increase in investmentC

an increase in unemploymentD
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15 How is total revenue calculated?

price divided by the total outputA

total output divided by the priceB

total output multiplied by the priceC

total output multiplied by total costsD

There is a number of cafés selling snacks and drinks in a city centre. Several of these cafés close 
due to their owners retiring.

What is the likely effect on the prices and profits of the remaining cafés?

16

profitsprices

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

What is a macroeconomic aim of government?17

equilibrium prices in marketsA

high wagesB

low inflationC

profit maximisationD

The table shows earnings and total income tax paid per year.18

total income tax paid $earnings $

10005000

20008000

30009000

Which type of tax system does this illustrate?

indirectA

progressiveB

proportionalC

regressiveD
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What is a free good?1

free samples of a new productA

health services provided by the stateB

second-hand clothingC

sunlightD

A firm is deciding whether to produce good X or good Y for the next five years. The predicted 
revenue for good X is $20 000 per year and for good Y is $18 000 per year.

What is the opportunity cost of producing good X?

2

D $100 000C $90 000A $18 000 B $20 000

The diagram shows a production possibility curve (PPC) for an economy.3

O

good Y

good X

M

N

What is the reason for the economy moving from point M to point N?

decreased unemployment in industries producing good XA

improvement in technology used to produce good XB

increased productivity of workers producing good XC

increased resource allocation to the production of good XD

What is not held constant when drawing a demand curve for a good or service?4

consumers’ incomesA

tastes and preferencesB

the price of substitutesC

the price of the good or serviceD
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The diagram shows the demand and supply curve of labour for a firm. The initial wage rate is given
by W0 and the equilibrium quantity of labour employed is L0.

A trade union that represents all of the workers negotiates a rise in wage rate to W1.

11

O

S

D

W1

L1 L0 L2

W0

wage
rate

quantity of labour

What is the amount of unemployment that results from this wage rise?

L1L2DL1L0CL0L2BOL1A

A farmer introduces machinery to help workers at harvest time. The farmer also reduces the number
of workers by 50%. As a result, the total harvest increases by 25%.

What has happened?

12

Labour productivity has decreased and production has decreased.A

Labour productivity has decreased and production has increased.B

Labour productivity has increased and production has decreased.C

Labour productivity has increased and production has increased.D

A firm has fixed costs of $20 and the following total variable costs.13

40302010output

100806040total variable costs ($)

What happens to average total cost over this output range?

It falls continuously.A

It falls then rises.B

It rises continuously.C

It rises then falls.D
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Consumers and producers face the same problem of satisfying wants.

What is the most likely reason wants cannot be satisfied?

1

consumers and producers cannot establish an equilibrium priceA

consumers have excess choice when producers oversupplyB

consumers have limited income and producers have finite resourcesC

consumers lack information to buy and producers lack motivation to supplyD

A worker decides to leave their job as a bus driver and take a job as a lorry driver.

What will increase the opportunity cost of this decision?

2

an increase in the holidays for lorry driversA

an increase in the income tax paid by bus driversB

an increase in the wages of bus driversC

an increase in the wages of lorry driversD

The diagram shows a country's production possibility curve (PPC).3

O

X

Y

food

machines

PPC

What would cause a movement from point X to point Y?

decrease in productivityA

decrease in unemploymentB

increase in capital investmentC

increase in economic growthD
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The price of petrol increases in a country with a market economic system.

What is a consequence of this?

4

More cars are bought.A

The costs of road transport increase.B

The quantity of petrol supplied falls.C

There is a shortage of petrol.D

What determines a consumer’s demand for a product?5

the price of the
product

the consumer’s
willingness to buy
the product

the consumer’s
income

✓✓✓A

✗✓✓B

✓✓✗C

✓✗✓D

The diagram shows the market for a product.6

S

D

U V

WX

P2

P1

P3

Q3 Q1 Q2
O

price

quantity

Which distance shows a market disequilibrium caused by excess supply?

X to WDV to WCU to XBU to VA
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The price elasticity of demand (PED) of a good is –1.

What will happen to both demand and total revenue as price increases?

7

demand will fall and total revenue will not changeA

demand will fall and total revenue will riseB

demand will rise and total revenue will not changeC

demand will rise and total revenue will riseD

Which pair of economic institutions can be found in a market economy?8

charities and public sector firmsA

multinational companies and commercial banksB

public sector firms and private sector firmsC

stock exchanges and government-funded hospitalsD

The table shows the weekly demand for, and supply of, good X at three prices.9

supply
(tonnes)

demand
(tonnes)

price
($)

10

12

14

16

12

10

20

30

40

What will be the effect if the government imposes a minimum price of $40 per tonne?

a fall in the price of XA

a shortage of XB

a surplus of XC

no change in the market equilibriumD

What is the function of money when it is used to value goods and record transactions?10

a medium of exchangeA

a standard of deferred paymentB

a store of wealthC

a unit of accountD
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