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Instructions

® Use black ink or ball-point pen.

® Fill in the boxes at the top of this page with your name,
centre number and candidate number.

® Answer ALL questions in Sections A, B and C.

® Answer ONE question in Section D.

® Answer the questions in the spaces provided
— there may be more space than you need.

Information

® The total mark for this paper is 80.
® The marks for each question are shown in brackets

— use this as a guide as to how much time to spend on each question.
® (Calculators may be used.

Advice

® Read each question carefully before you start to answer it.
® Check your answers if you have time at the end.
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SECTION A

Answer ALL questions in this section.

Questions must be answered with a cross in a box X. If you change your mind, put a line through

1

the box £ and then mark your new answer with a cross [X.

Which one of the following combinations best summarises how resources are
allocated in a mixed economy?

o N w >

Price mechanism @ Government intervention

Yes No
Yes Yes
No Yes
No No

(Total for Question 1 = 1 mark)

Which one of the following is an example of government failure?

N

(|
(|
(|

A The non-provision of public goods by private sector firms

B
C
D

External costs of production in the manufacture of Tesla cars
Asymmetric information between a private dental practice and its patients
Excessive administrative costs in the provision of state-owned services

(Total for Question 2 = 1 mark)

Forward markets are available at one-month, three-month and one-year intervals.

Which one of the following is most likely to have a forward market?

N

(|
(|
(|

A

B
C
D

Furniture
Currencies
Smartphones
Clothing

(Total for Question 3 = 1 mark)
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4 The diagram shows an externalities diagram for the production of chemicals.

Costs and
benefits MSC
Y
MPC
V
U
P2
P, W
X
Z
MPB = MSB
0] .
Q, qQ Quantity of
chemicals

Which one of the following shows the area of welfare loss?

uvw
UWX
ZP W

0o o o
O N w »

ZP.U

(Total for Question 4 = 1 mark)
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5 Inthe USA the average price of an all-you-can-eat buffet is $20.
The table shows the marginal utility gained from consuming each plate of food from
the buffet for a typical consumer.
Plate = Marginal utility
1st 6
2nd 4
3rd 2
4th 1
5th -2
At which one of the following would total utility be maximised?
[J A 2ndplate
1 B 3rdplate
[0 C 4thplate
[0 D 5thplate
(Total for Question 5 = 1 mark)
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6 The table shows the estimated cross elasticity of demand for selected drinks with
respect to a change in the price of soft drinks in Chile.

Drink  Cross elasticity of demand

Milk +0.25
Coffee +0.10
Water +0.63

Which one of the following can be deduced from this information?

N

0
0
0

UNE.

A

B
C
D

All three goods are complements of soft drinks
All three goods are substitutes for soft drinks
All three goods are normal goods

All three goods are luxury goods

(Total for Question 6 = 1 mark)

TOTAL FOR SECTION A = 6 MARKS
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SECTION B
Answer ALL questions in this section in the spaces provided.

7 According to researchers, by 2030, Artificial Intelligence will potentially increase
China’s output by $7 trillion.

Draw a diagram to illustrate the impact of Artificial Intelligence on China’s production
possibility frontier (PPF).

Include an arrow on your PPF diagram.

(Total for Question 7 = 4 marks)

NN A OO “mom
P 7 8 3 8 6 A 0 6 2 8

V3dY SIHLNEILIHM 1ON Od V3HY SIHLENEILIHM LON Od

Y3HY SIHL NI ILIEM 1ON Od



DO NOT WRITE IN THIS AREA

XRRREERIRIIRRRRRRRK

XXX

 DONOTWRITEINTHISAREA

DO NOTWRITE INTHIS AREA

A

( )
8 The table shows the estimated price elasticity of demand for energy in
selected countries.
Country Price elasticity of demand for energy
Australia -0.04
Japan -0.12
India -0.15
Philippines -0.35
With reference to the table, explain one factor that is likely to influence the price
elasticity of demand for energy.
(Total for Question 8 = 4 marks)
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9 Statement 1:“Between 2009 and 2019 extreme weather events and climate-related
disasters cost the world economy $1.5 trillion.” World Meteorological Organization.

Statement 2:“80% of those surveyed think polluters should pay for their pollution
through additional taxes.” Survey for the World Economic Forum.

With reference to both statements, explain the difference between normative
statements and positive statements.

(Total for Question 9 = 4 marks)
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10 The table shows the estimated income elasticity of demand for flights in developed
countries and in developing countries.

Income elasticity Percentage change

of demand in real income 2022
Developed countries +1.5 +2.5%
Developing countries +2.0 +3.4%

Ceteris paribus, calculate the difference between the percentage change in quantity
demanded for flights within developed countries and the percentage change in
quantity demanded for flights within developing countries.

Show your workings. You may use the last column for your calculations.

(Total for Question 10 = 4 marks)
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11 In 2022 the minimum price of milk was set above the equilibrium price in Canada.
On 1 February 2023 the Canadian Government increased the minimum price of milk
by 2.2%.

Ceteris paribus, explain the likely impact on excess supply of this increase in the
minimum price.

[llustrate your answer with a supply and demand diagram.

(Total for Question 11 = 4 marks)

TOTAL FOR SECTION B =20 MARKS
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BLANK PAGE
SECTION C STARTS ON NEXT PAGE
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SECTION C
Study Figure 1 and Extracts A, B and C in the Source Booklet before answering Question 12.
Write your answers in the space provided on the following pages.

12 (a) Define the term ‘speculation’ (Extract A, line 7)

(b) With reference to Figure 1 and Extract A, analyse one demand factor and one
supply factor that caused the price of uranium to more than double between
January 2020 and September 2023.

lllustrate your answer with a supply and demand diagram.

(c) With reference to Extract B, explain whether the supply of nuclear reactors is price
elastic or price inelastic.

(d) With reference to Extract C, examine two microeconomic effects of the
introduction of an indirect tax on the production of coal.

(e) With reference to Extract B, discuss the likely effects of subsidies paid to the

nuclear power industry on consumers and governments.

[llustrate your answer with an appropriate diagram.
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12 (a) Define the term ‘speculation’ (Extract A, line 7)
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(b) With reference to Figure 1 and Extract A, analyse one demand factor and one
supply factor that caused the price of uranium to more than double between
January 2020 and September 2023.

[llustrate your answer with a supply and demand diagram.
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(c) With reference to Extract B, explain whether the supply of nuclear reactors is price
elastic or price inelastic.
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(d) With reference to Extract C, examine two microeconomic effects of the
introduction of an indirect tax on the production of coal.
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(e) With reference to Extract B, discuss the likely effects of subsidies paid to the
nuclear power industry on consumers and governments.

[llustrate your answer with an appropriate diagram.
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(Total for Question 12 = 34 marks)

TOTAL FOR SECTION C = 34 MARKS
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SECTION D
Answer ONE question from this section.

Write your answer in the space provided.

EITHER

13

OR
14

In 2022 consumers in the UK who did not switch suppliers for different services at the
end of their contracts were paying a total of £1.3 billion more than those consumers
who chose to switch suppliers. It is estimated that this applied to:

« 630000 consumers with mortgages

« 1.5 million consumers with mobile phone contracts

« 7 million broadband consumers.

Evaluate possible reasons why consumers did not switch suppliers for these services.

(Total for Question 13 = 20 marks)

The division of labour applies to many types of production and occupation, including:

« in the textile industry, workers are responsible for specific parts of the
production process

« in healthcare, workers have different roles including doctors, nurses, cleaners
and administrators.

Evaluate the advantages of the division of labour for businesses and workers. Refer to
an industry of your choice in your answer.

(Total for Question 14 = 20 marks)
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Indicate which question you are answering by marking a cross in the box X. If you change your
mind, put a line through the box ¢ and then indicate your new question with a cross X.

Chosen question number: Question 13 [] Question 14 []

Write your answer here:
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TOTAL FOR PAPER = 80 MARKS
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Sources for use with Section C.
Sources of energy generation

Figure 1: World price of uranium, dollars per pound (Ib), January 2020 to September 2023

50 H

45

40

35 H

30 H

25 H

Extract A Price of uranium
Between January 2020 and September 2023 the price of uranium more than doubled.

Uranium is used to generate nuclear power. Many countries have been increasing nuclear
power generation for two significant reasons:

« inresponse to the unstable supply of gas and the rise in its price 5
« the need to meet international agreements on reducing carbon emissions.

This increase in nuclear power generation led to speculation in the market for
uranium. Speculators bought significant amounts of uranium accounting for 25% of
annual demand.

Over the same period, the production of uranium was affected by various factors: 10
« In France production was disrupted by a lack of critical chemicals

« Kazakhstan, the world’s largest supplier, had problems with shipping its uranium out
of the country

Canada had problems at two mines that reduced its production by 9%.
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Extract B Nuclear reactors

In August 2023 there were 441 nuclear power reactors operating in 33 countries. They

jointly generated 10% of the world’s electricity. By 2050 nuclear capacity is expected to

increase by 43%, when an additional 60 nuclear reactors will have become active. The
replacement of coal and gas-fired power stations with nuclear power will contribute to 5
a 13% reduction in carbon emissions by 2050. It took, on average, 7.5 years to construct

each of the 441 nuclear reactors. However, one reactor in Argentina took 33 years

to construct.

Many governments are subsidising the nuclear power industry. For example:
+ In 2021 the UK Government provided subsidies of £1.7 billion 10

« In 2023 the Government of China provided $17 billion in subsidies for the building of
six new reactors

« The Government of South Korea will spend $515 million subsidising the
nuclear industry.

Extract C Coal tax in Indonesia

The Government of Indonesia plans to introduce an indirect tax on the production

of coal. In 2018 coal accounted for 40% of the energy generated in the country and

caused 95 155 premature deaths. By taxing coal, the Government can use the revenue

to compensate those who are negatively affected. It will also create an incentive for 5
electricity generators to switch from coal to renewable sources of energy. This tax is

expected to raise $3.6 billion per year. In 2019 there were 1.96 million people employed

in coal mining and coal exports earned $19 billion per year.
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