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Answer ALL questions. Write your answers in the spaces provided.

Some questions must be answered with a cross in a box X. If you change your mind about an
answer, put a line through the box £¢ and then mark your new answer with a cross [X.

1 (a) In which sector of the economy is house building?

Service
Primary

Secondary
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Tertiary

A firm produces goods that are made from wood.

(b) Wood is an example of which one of the following factors of production?

] A Capital

[0 B Enterprise
[J C Labour

[J D Land

(c) What is meant by the term total costs?
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(d) State the formula for social costs.

A manufacturer of photographic equipment produces 1,715 cameras in July. They are
available to customers online, in the factory shop and through various retailers.

Quantity of cameras demanded

Online 396

Factory shop 157

Retailers 751
Figure 1

(f) Calculate the excess supply of cameras in July. You are advised to show
your working.
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Figure 2 shows the market for restaurant meals.

(g) Using the diagram below, draw the likely effect on the market for restaurant
meals following a rise in income. Label the new curve, the new equilibrium price
and the new equilibrium quantity.

Price of
restaurant
meals

D

-

Q, Quantity of
restaurant meals

Figure 2

A study in the US concluded that mergers of pharmaceutical firms often
benefit consumers.

(h) Explain one reason why consumers may benefit as a result of mergers in the
pharmaceutical industry.
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The US Government is taking legal action against six major firms that provide
accommodation for rent. The firms are accused of collusion. Over 1 million properties
are affected, at a time when tenants are struggling to afford rent.

(i) With reference to the data above and your knowledge of economics, analyse the
possible disadvantages faced by consumers from collusion between firms that
provide accommodation for rent.
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(Total for Question 1 = 20 marks)
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2 Figure 3 shows a long-run average cost (LRAC) curve diagram.

Average cost

Output

Figure 3

(@) Which one of the following is the correct label to replace ‘X'?

Diseconomies of scale
External economies of scale

Most efficient

O o oo
O N @ »

Profit
(b) Which one of the following is the most likely cause of economic growth?
An increase in taxation

An improvement in efficiency

Fewer advances in technology

O o oo
O N @ »

An increase in unemployment
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Figure 4 shows some of the financial information in August for a shop selling ice
creams at a price of $3.50 each.

Week | Number of ice creams sold

1 227

2 133

3 179

4 301

Figure 4

(c) Calculate the total revenue for the shop in August. You are advised to show
your working.
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(e) Describe one government policy to encourage positive externalities.

(2)
In 2024, it was recommended that additional funding should be provided for the
drainage of farmland in India.
(f) Explain one way an improvement in drainage may affect the productivity of
Indian farmers.
(3)
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In 2024, the minimum wage in Kuwait was 75 KWD (Kuwaiti dinar) per month, equal
to about $243 per month.

S >

X

(g9) With reference to the data above and your knowledge of economics, assess the
likely effect of having a minimum wage on the demand for labour in Kuwait.
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(@) Which one of the following may be a reason why a firm stays small?
1 A Ability to take over competitors
[J B Accessto many sources of finance
[J € Ability to spread risk
[0 D Aims of the entrepreneur
(b) Which one of the following describes a price elasticity of supply (PES) of 1.5?
[J A Perfectly price elastic
[J B Perfectly price inelastic
] € Price elastic
[ D Priceinelastic

Figure 5 shows the labour market for a country.

(c) Using the diagram below, draw the effect of a decrease in the school-leaving age
on the labour market in this country. Label the new curve, the new equilibrium
wage rate and the new quantity of workers.

\
Wage rate Demand for labour Supply of labour
W |l--=--=-=-=---
[
[
[
[
[
[
Supply of labour : Demand for labour
Q, Quantity of workers
Figure 5
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The price of olive oil peaked in the summer of 2024, averaging €10 000 per tonne. It is
expected to fall to between €4 000 and €5 000 per tonne in 2025.

Some of the main areas where olive oil is produced are located in Greece, Spain
and Tunisia. All are set for improved harvests of olives, after years of heatwaves and
droughts causing a fall in the harvest. Better weather means Greece is expected to
produce 230,000 tonnes in the 2025 season, up from 130,000 tonnes the previous
year, while Spain and Tunisia are also forecasting large increases in production.

(d) With reference to the data above and your knowledge of economics, analyse how
natural factors, such as favourable weather conditions, may affect the market for
olive oil in 2025.
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Fitnation is a fitness centre in Almaty, Kazakhstan. Boxing is one of the many activities
provided by the centre. Fitnation aims to complete charitable work by offering city
residents access to the boxing facilities and coaching at a discounted price on one
day a week. This makes boxing more accessible to many of the population who may
otherwise not have been able to afford it.

However, it means the facilities are very busy on this day, reducing the availability
for the centre members who have paid the full price of between $25 and $50 for a
month of membership.

(e) With reference to the data above and your knowledge of economics, assess the
benefits to Fitnation of offering the discounted price.
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4 Figure 6 shows the Production Possibility Curve (PPC) for an economy making
consumer goods and capital goods.

Capital
good
(units)
BOF—-—-=—-—-=—-=— === — = = =
80 - --"-"=-"=-—=-—=—=—=—=— - —-— -
I
I
I
I
I
I
I I
0 430 510

Consumer goods (units)

Figure 6

(@) When the current level of output is 430 units of consumer goods, calculate the
opportunity cost of producing an additional 80 units of consumer goods. You are
advised to show your working.
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In 2023, plans to privatise UK television broadcaster, Channel 4, were stopped.
Instead of the likely reduction in its workforce, if the privatisation had gone ahead,
the broadcaster planned to double its investment in the training of its workers.

(b) With reference to the data above and your knowledge of economics, analyse the
possible disadvantages of privatisation for workers.
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Value Added Tax (VAT) is an indirect tax that must be added to the price of many
goods and services. However, in Indonesia, goods such as rice, vegetables, education
services and public transport do not have VAT added (0%).

On 1 January 2025, the rate of VAT in Indonesia was increased from 11% to 12% but
only for luxury goods. The Indonesian Government originally announced plans to
apply this increase to all goods that have VAT added. However, the day before the
increase was due to take place, the government announced that it would only apply
to luxury goods.

(c) With reference to the data above and your knowledge of economics, evaluate
how price elasticity of demand (PED) might have helped the Indonesian
Government to make decisions regarding VAT increases.
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(Total for Question 4 = 20 marks)

TOTAL FOR PAPER = 80 MARKS

J

P 8 1 5 7 0 A 0 2 2 2 4

EImm

%5 %\%%%'

s

2
X

o

%

o
KON
D%l 420 %98
090, 830 J2o¢
P Svar
Doy 1958
R

RoTALS
&c e

o7 5%
SMKS
”&&&

ot ~
SIS,
o
KBRS
T




KRR KKK

% KKK
ORRRIRRRARARARARAARARARARNK

2005

XX

X

.

BLANK PAGE

O]

P 8 1 5 7 0 A 0 2 3 2 4

23




BLANK PAGE

Acknowledgements

Question 1(i) adapted from: https://fortune.com/2025/01/08/justice-accuses-6-major-landlords-colluding-algorithm-keep-
rents-high/

Question 2(g) adapted from: https://countryeconomy.com/national-minimum-wage/kuwait?anio=2010

Question 3(d) adapted from: https://bmmagazine.co.uk/in-business/olive-oil-prices-set-to-halve-as-mediterranean-
bumper-harvest-looms/

Question 4(b) adapted from: https://news.sky.com/story/plans-to-privatise-channel-4-axed-government-
confirms-12780408

Question 4(c) adapted from: https://setkab.go.id/president-prabowo-12-vat-imposed-only-on-luxury-goods-services/

NN RT3 D 20 o
P 8 1 5 7 06 A 0 2 4 2 4

24

Y3adY SIHLNEILIHM 1ON Od V3HY SIHLENEILIHM 1ON Od

Y3dY SIHLNIILIIM 1ON Od


https://fortune.com/2025/01/08/justice-accuses-6-major-landlords-colluding-algorithm-keep-rents-high
https://fortune.com/2025/01/08/justice-accuses-6-major-landlords-colluding-algorithm-keep-rents-high
https://countryeconomy.com/national-minimum-wage/kuwait?anio=2010
https://bmmagazine.co.uk/in-business/olive-oil-prices-set-to-halve-as-mediterranean-bumper-harvest-l
https://bmmagazine.co.uk/in-business/olive-oil-prices-set-to-halve-as-mediterranean-bumper-harvest-l
https://news.sky.com/story/plans-to-privatise-channel-4-axed-government-confirms-12780408
https://news.sky.com/story/plans-to-privatise-channel-4-axed-government-confirms-12780408
https://setkab.go.id/president-prabowo-12-vat-imposed-only-on-luxury-goods-services/

