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The diagram shows the market for fresh fish in the Caribbean with equilibrium point X.

A new type of fishing boat increases production, which reduces costs.

Which point represents the new equilibrium?
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The table shows the market schedule for good X.6

quantity
demanded

quantity
supplied

price

100

200

300

400

400

300

200

100

10

9

8

7

If the quantity supplied increases by 50% at each price, what will the equilibrium price and quantity
be?

quantityprice

10010A

2009B

3008C

4007D
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5 Street vendors mostly operate outside of the formal economy to avoid government regulation. 
However, many are now entering the formal economy. This has led to more government revenue, 
increased productivity and higher economic growth. Some governments plan to take measures to 
increase the number of firms in the economy.

 (a)  Identify two reasons why workers may choose to work in the formal economy. [2]

 (b)  Explain two effects of economic growth on a country’s population. [4]

 (c)  Analyse how government regulation can reduce market failure. [6]

 (d)  Discuss whether or not an increase in the number of firms will benefit an economy. [8]
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A market changes from being very competitive to being a monopoly.

What is likely to happen to output and price in this market?

16

priceoutput

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

What is the most likely reason for a government to aim for price stability?17

to improve international competitivenessA

to increase workers' wage demandsB

to reduce consumer spendingC

to reduce spending on employment-related benefitsD

A country's unemployment rate increased from 3.6% to 4.2% in one year.

What might be the consequences for tax revenues and welfare payments?

18

welfare paymentstax revenues

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

In a country, some highly-paid workers reduce their working hours because of very high income
tax rates at higher levels of income.

What is a disadvantage of this income taxation?

19

It creates uncertainty for workers.A

It does not maximise tax revenue.B

It is inequitable for lower-income earners.C

It is regressive in the distribution of income.D
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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 The world’s four largest accountancy firms experienced a decline in demand for their services at 
the start of 2023. One cause of this lower demand was a decline in mergers in other industries, 
including the chocolate industry. Three of the accountancy firms reduced the number of new 
workers they hired and the other accountancy firm announced job losses. The ability of workers to 
gain new jobs is influenced by their mobility.

 (a) Identify two advantages a firm may gain from merging with another firm. [2]

 (b) Explain two disadvantages workers may experience as a result of losing their jobs. [4]

 (c) Analyse the advantages of an increase in labour mobility. [6]

 (d) Discuss whether or not the demand for chocolate is likely to be price elastic. [8]

3 In 2022, Paraguay’s production possibility curve (PPC) shifted to the right. Paraguay has a mixed 
economic system. Its government provides merit goods and public goods. The country’s private 
sector is a major producer of shampoo. The firms in the shampoo industry make use of division of 
labour. There are several firms in the industry, but the number is declining. There is a possibility 
that soon there may be just one firm in the industry.

 (a) Identify what is measured on the axes of a production possibility curve. [2]

 (b) Explain, with an example of each, the difference between a merit good and a public good. [4]

 (c) Analyse how division of labour can benefit firms. [6]

 (d) Discuss whether or not consumers would benefit from only one firm producing shampoo. [8]

4 In 2022, more than a quarter of a million workers, including doctors, left Sri Lanka to work in other 
countries. This was largely due to economic problems, including an inflation rate of 50% and a 
concern that unemployment might rise. The Sri Lankan Government increased direct taxation. It 
also encouraged some public sector workers to work abroad temporarily. People who work abroad 
often send money home to relatives.

 (a) Identify two types of unemployment. [2]

 (b) Explain two ways that money received from relatives working abroad could raise their 
families’ living standards. [4]

 (c) Analyse how an increase in direct taxation could increase unemployment. [6]

 (d) Discuss whether or not a doctor would benefit from working in another country. [8]
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Why does a government provide certain goods and services in a mixed economic system?8

The government always provides goods more cheaply than private firms.A

The government considers only private costs and private benefits.B

The government provides goods to prevent the development of monopolies.C

The government provides public goods because private firms cannot charge for them.D

A government intends to subsidise bus fares and increase taxes on private motoring.

How would this affect the private cost of transport?

9

for bus
passengers

for motorists

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

What is not a function of money?10

medium of exchangeA

portabilityB

store of valueC

unit of accountD

Bus drivers receive a wage of $15 000 a year. The government introduces a national minimum
wage.

Under which circumstances will the largest number of bus drivers become unemployed as a result
of the minimum wage?

11

demand for
bus travel

national minimum
wage (per year)

$

increasing15 000A

unchanged15 000B

increasing18 000C

unchanged18 000D
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The world price of cocoa has been falling while the prices of products made from cocoa have been
rising.

Which combination might explain this?

4

advertising expenditure
on products made from cocoa

market for cocoa

decreaseexcess demandA

decreaseexcess supplyB

increaseexcess demandC

increaseexcess supplyD

The table shows the amounts demanded and supplied of tomatoes at different prices. The initial
equilibrium is at a price of $40.

5

supply
(kg)

demand
(kg)

price
($)

22010

51620

81230

101040

12850

The following year, more efficient harvesting means that the supply increases by 50% at each price.

What will happen to the suppliers’ total revenue?

It will fall by $10.A

It will fall by $40.B

It will rise by $10.C

It will rise by $200.D

A fall in which variable would help eliminate a market shortage?6

quantity demandedA

priceB

quantity suppliedC

the number of firmsD
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