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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

o,
answer, put a line through the box £¢ and then mark your new answer with a cross [X. o
2
1 (a) Which one of the following is the selling of a government-owned enterprise to 9|
individuals or firms? :Eu
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A firm charges a price of €240 per unit and has average costs of €190 per unit. It sells
15 000 items.
(b) What is the total revenue of the firm?
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(c) What is meant by the term trade union?
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Luca provides swimming lessons. The quantity supplied of his swimming lessons
increased by 1.9% following an increase in his prices of 2.5%.

o,
(f) Calculate, to two decimal places, the price elasticity of supply (PES) for Luca’s (@]
swimming lessons. You are advised to show your working. CZD
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Figure 1 shows the market for golf balls.
e,
(g9) Using the diagram below, draw the likely effect on the market for golf balls o
following a fall in the price of golf clubs. Label the new curve, the new equilibrium CZD
price and the new equilibrium quantity. ;
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A calculator manufacturing firm breaks down the production process so that each
worker specialises in one task. Tasks include component assembly and quality testing.

(h) Explain one advantage of using division of labour for the calculator
manufacturing firm.
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In 2025, the Uzbekistan Government spent $2.8 bn on defence. This was the highest
amount spent by any country in Central Asia.

(i) With reference to the data above and your knowledge of economics, analyse
why the free rider problem may have led the Uzbekistan Government to
provide defence.
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(Total for Question 1 = 20 marks)
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2 (a) Which one of the following occurs when a firm’s average costs fall due to the

growth of the industry?

(5 O O

N

A
B
C
D

Internal economies of scale
External economies of scale
Technical economies of scale

Diseconomies of scale

The price elasticity of demand (PED) for coffee in Armenia is —1.

(b) Which one of the following most accurately describes this value of PED?

|
0
(|
(|

O N w >

PED is perfectly price inelastic
PED is price inelastic
PED is unitary price elastic

PED is price elastic

Figure 2 shows selected financial information for a firm.

(c) Calculate the total costs per month for the firm. You are advised to show

Total fixed costs €5722

Variable costs per unit €32

Number of units produced per month 520
Figure 2

your working.
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(d) What is meant by the term income elasticity of demand?

- DO:NOTWRITE INTHIS:AREA

(e) Describe one reason why producers do not always maximise their profit from the
production of a product.
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Figure 3 shows the supply curve for maize in a country during 2025.
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Price of maize
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Figure 3

(f) Explain one effect on the supply of maize following a change in the price
of maize.
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In March 2025, a proposal was made by a Scottish political party to lower the
school-leaving age from 16 to 14. It proposed that a student could choose whether
to continue full-time education at the age of 14 or take up a paid apprenticeship. The
apprenticeship would enable the learning of a trade by working directly with firms.

The retirement age in Scotland is due to rise from 66 years to 67 years from 2028.

(g) With reference to the data above and your knowledge of economics, assess
whether a decrease in the school-leaving age is the most likely way to increase
the supply of labour.
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3 (a) Which one of the following is a factor of production?

] A Bureaucracy —

[] C Patent —

[ D Regulation —
(b) In which one of the following sectors is farming?

] A Financial —

L] B Primary —

[J € Secondary —

I:l D Tertiary ——
Figure 4 shows a labour market.
(c) On the diagram below, draw the effect on the labour market if there is an increase

in demand for the final product produced by that labour. Label the new curve, the

new equilibrium wage rate and the new equilibrium quantity of labour.

A
Wage rate Demand for labour Supply of labour
We
Supply of labour : Demand for labour
Q,
Quantity of labour
Figure 4
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Figure 5 shows a production possibility curve (PPC).
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o
Rice and sugar cane are grown in a country that uses its resources to produce these o
agricultural products. CZD
)
(d) With reference to the data above and your knowledge of economics, analyse why 3
the production of sugar cane decreases if the production of rice increases. =
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Amazon Go was one of the first to introduce shops where a customer could just walk
in, pick up what they wanted to buy and walk out. No checkouts or queues. Cameras

and sensors powered by Al (artificial intelligence) track what the customer has taken o
and automatically charge their account. g

(@)

Al already makes suggestions to online shoppers about which products to buy. It may =
soon become normal for customers in shops to receive phone notifications when E
passing products that they may be interested in or when something they usually buy =

is on offer. =

2

(e) With reference to the data above and your knowledge of economics, assess g
whether an increase in the use of technology is the best way to increase efficiency ;‘

in shops. =)
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(Total for Question 3 = 20 marks)
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Figure 6 shows the quantity of a good supplied and demanded at different
price levels.
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(@) Using the information in Figure 6, calculate the excess supply of goods in the
market at a price of $50. You are advised to show your working.
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The Luxottica Group owns and manufactures major brands of sunglasses worldwide.
It has bought many major eyewear brands, including luxury brands such as Oakley,
Ray-Ban and Vogue eyewear. The brands have different names, creating the idea that
there is a variety of sunglasses to choose from.

The Luxottica Group produces more than 80% of eyewear worldwide, directly or
indirectly. This makes it difficult for new firms to enter the market.

(b) With reference to the data above and your knowledge of economics, analyse why
the market for sunglasses may be described as a monopoly.
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The Romanian Government launched a campaign in 2021, to promote the use of
public transport in an attempt to reduce externalities caused by pollution from

private transport, such as cars and vans. 8
Cluj-Napoca (Cluj) is a city in Romania with a population of about 335,000 people. It CZD
has a high percentage of young people due to there being a number of universities g

in the city. =

==

The government subsidises public transport every Friday, in a scheme known as m
‘Green Friday' This enables passengers unlimited free use of bus and tram services 3
throughout the city for the entire day. T

W

(c) With reference to the data above and your knowledge of economics, evaluate ;
whether subsidies are an effective way of dealing with externalities. o
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(Total for Question 4 = 20 marks)

TOTAL FOR PAPER = 80 MARKS
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