Jun 2006 Paper I

1 Construction companies are building new houses on land previously used for farming.

What is the opportunity cost to society of this activity?

A improved living conditions
D
B less congestion in city centres

C more homes for new homeowners

D some farm output

2 What is most likely to cause queues of consumers to appear regularly outside shops in a planned economy?

A the failure of money to act as a unit of account

B the inefficient operation of the market system
C
C the misallocation of resources by the government

D the rising opportunity cost of shopping

3 What is regarded as a factor of production?

A capital
A
B interest

C profit

D rent
4 Which factor would cause a shift in the supply curve for a good?

A a fall in the price of the good
B
B a fall in the price of its raw materials

C an increase in the quantity consumed

D an increase in consumers’ incomes

5 The price of a good is temporarily above the market equilibrium price.

What must happen for the market to be brought back to equilibrium?

quantity demanded 

quantity supplied

A

 rises 



rises

B 

rises 



falls
B
C 

falls 



rises

D 

falls 



falls

6 What is not held constant in calculating a demand schedule?


A the incomes of consumers

B the prices of complementary goods
C
C the price of the good itself

D the tastes of consumers

7 In 2002 in Paris there was a decrease in demand for theatre tickets.

What might have caused this?

A a decrease in fares on public transport in Paris

B a decrease in the number of tourists in Paris

C an increase in the number of jobs available in Paris

D an increase in the subsidy given to theatres in Paris
B
8 A firm’s average revenue is $10. It sells 2000 units.

What is the firm’s total revenue and the price of the product?

Total revenue ($) 


Price ($)

A 


10 



    10
C
B 


2 000 



   200

C 


20 000 


    10

D 


20 000                                        200

9 The table shows the demand schedule for maize.

price per kilo ($)

quantity demanded  (kilos per day)

3 



300

4 



240

5 



200

6 



150

7 



140

8 



100

What will happen if price rises from $5 to $6 per kilo?

A Total revenue will rise.
C
B Demand will rise.

C Total revenue will fall.

D Total costs will rise.
10 As petrol prices increase, demand for petrol remains constant.

What does this say about the price elasticity of petrol?

A The demand is price-elastic.

B The demand is price-inelastic.
B
C The supply is price-elastic.

D The supply is price-inelastic.

11 The price elasticity of demand for a good is unitary.

What would be the effect of a 1 % fall in its price?

A to increase total revenue by 0.1 %
B
B to leave quantity demanded unchanged

C to leave total revenue unchanged

D to reduce quantity demanded by 1 %

12 What is an important influence on price elasticity of demand?

A average earnings

B tastes of consumers

C the cost of living
D
D the number of close substitutes

13 An entrepreneur can use either capital or labour in the production process. The actual combination changes as the prices of the factors alter.

When is capital most likely to replace labour?

price of capital 

    price of labour

A 

 constant 



falling

B 

 falling 




rising
B
C 

 rising 




constant

D 

 falling 




falling
14. More people decide to travel by bus and train rather than by car because government subsidies result in reduced fares.

What will be the effect on the private benefit for passengers and external benefit?

private benefit for passengers 
external benefit

A 


falls 




falls

B 


falls 




rises
D
C 


rises 




falls

D 


rises 




rises
Structured question 
jun 2006
5      (a) Distinguish between the private sector and the public sector of an economy. [3]

        (b) Discuss the disadvantages of allocating resources through the public sector. [7]
Answers:

5 
(a) Comment on the difference between government control and ownership and private control and ownership, public sector embraces goods/services and the provision of transfer payments, grants, subsidies, sources of finance. The two sectors have different aims and methods of working. [3]
(b) Discussion of bureaucracy, lack of incentive, inefficiency, lack of choice, lack ofcompetition, possible political intervention. Identification of disadvantages up to 4 marks, discussion up to 2 marks per point.

5. November 2006
In China, the State Council has ordered a reduction in urban development projects in Beijing.

This is because, as developers clear land, people’s homes are destroyed. It will also support the government’s aim of reducing total demand in the economy.

(a) Explain what is meant by the conservation of resources. [4]

(b) Urban development is often thought to be beneficial. Consider who might benefit        from an urban development project.                                       [6]

Answers:
5 
(a) Explanation of meaning of resources (up to 2 marks), and the conservation of those resourcesrather than their use. (Up to 2 marks.) [4]
(b) Beneficiaries could be the developers, the people who will use the development – it might be a shopping precinct, new commercial premises or a housing estate. Employment should increase, neighbouring businesses might benefit, transport providers should benefit. Who would be the beneficiaries up to 3 marks, why they would benefit and particular situations up to 3 marks. [6]

