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Section A

Answer all three questions

1	 BMW has received £70 million from the UK Government to help its Mini factories 
change to electric car production. This has sparked conversations about whether this 
money would have been better spent on schools and hospitals.

Source: © Getty Images

(a)	 Define the term opportunity cost.

[2]



*36G928104*

*36G928104*

15831

(b)	 BMW has to make financial decisions about using its scarce resources.

The Production Possibility Frontier (PPF) below shows BMW’s production of
petrol and electric cars.

0

200

180

160

140

120

100

80

60

40

20

0 10 20 30
Quantity of electric cars

40 50

Q
ua

nt
ity

 o
f p

et
ro

l c
ar

s
×Point C

Point A

Point B

		  With reference to the diagram, what is the opportunity cost of BMW reallocating 
resources to produce 40 more petrol cars, moving from point A to B?

[2]
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(c)	 Explain how BMW could produce at point C on the PPF diagram.

[2]
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2	 Table 1 below shows the price and quantity of pints of milk produced weekly on a 
local farm.

Table 1

Price per pint 
(£s)

Quantity of pints of milk 
supplied per week

£1.20 2000

£1.50 3000

(a) (i)	 Using Table 1, calculate the price elasticity of the supply of pints of milk if
the price of each pint increases from £1.20 to £1.50.

Formula:  PES = % change in quantity supplied
       % change in price

Calculations:

% change in quantity supplied = _____________

% change in price = _____________

PES = _____________	 [2]

(ii)	 With reference to your answer from 2(a) (i), is the price elasticity of supply
elastic or inelastic? Explain your answer.

[2]
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(b)	 Explain the importance of price elasticity of supply for milk producers.

 [2]

(c)	 Illustrate on the diagram below the impact of a government subsidy on milk
producers.

Show clearly how a subsidy could affect the equilibrium (market) price and
quantity of milk bought and sold.
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3	 Table 2 below shows the data for the UK economy in June 2023 (£ billions).

Table 2

Value of exports £66.35 bn

Value of imports £71.14 bn

Source: www.statista.com/statistics/284753/ value-of-imports-and-exports-uk/ 
© Statistic 2025

(a)	 Using the data provided, calculate the balance of trade, and state whether it is in
deficit or surplus.

 [2]

(b)	 Explain one policy the UK government could use to correct the trade imbalance.

[4]
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Section B

Answer both questions

4	 Why was inflation so high in 2023?

Study the information below and answer the questions that follow.

In 2023 inflation soared to over 11%, but wages did not rise correspondingly. This 
situation means that most people experienced a fall in their real wages and their 
standard of living. There has been a wave of industrial action by trade unions 
fighting for better pay. The traditional response of the Bank of England (BoE) to 
reduce inflation is to increase interest rates, making borrowing more expensive. 
Consequently, businesses are less likely to borrow or create jobs and may even cut 
staff.
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Fig. 1: UK inflation at 6.8% in July 2023

Source: What is the UK inflation rate, and why is it so high? 
– © BBC News at bbc.co.uk/news

(a)	 Explain what is meant by inflation.

[2]
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(b)	 Using Fig. 1, describe what happened to the UK’s inflation rate between 2014
and 2023.

 [4]

(c)	 Using the information, explain two costs of high inflation on the economy.

1.

2. 

[6]
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(d)	 Analyse two policies that could be used to reduce inflation.

1.

2. 

[8]
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5	 Time to “get scared”: World’s scientists say disastrous climate change is here

In a report released in September 2023, the world’s leading scientists have 
definitively attributed the range of disasters occurring globally this year to 
greenhouse gas emissions and the resulting warmer climate. Examples include 
extreme rainfall events in Germany and China, and wildfires and heatwaves 
spanning the Pacific Northwest to Siberia and Greece to Turkey.

These climatic events have devastating consequences, affecting billions of 
individuals and impacting agriculture and human migrations. The time is now for 
governments worldwide to address these alarming climate issues proactively.
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Source: globaljjaanoms_gis_2023_chart_lrg.jpg (3078×1389) (nasa.gov)
Source: Adapted from “Time to ‘get scared’: World’s scientists say disastrous climate change is here” – POLITICO
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Fig. 2: Average global temperatures (1980–2020)
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(a) (i)	 Using Fig. 2, describe what has happened to global temperatures between
1980 and 2020.

 [4]

(ii)	 Using the information, explain how climate change is an example of
market failure.

[4]
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(b) (i)	 Define the term social cost.

 [2]

(ii)	 Using the information, explain one social cost to the economy due to
global warming.

[2]
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(c)	 Analyse two policies that the government can implement to correct market
failure due to global warming.

1.

2. 

[8]
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Section C

Answer one question

6	 Recent signs indicate that the jobs market has fewer job vacancies and rising 
unemployment. The unemployment rate in the summer of 2023 was up to 4.3% for 
the first time in nearly two years, with the number out of work just below 1.5 million.

Source: Adapted from 'Pay matches price rises even as unemployment climbs' – BBC News at bbc.co.uk/news

(a)	 Define unemployment and explain how it is measured. [6]
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(b)	 Explain three causes of unemployment.	 [9]
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(c)	 Examine the negative effects of unemployment on individuals and the economy
as a whole.	 [15]
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7	 The Competition and Markets Authority is investigating the veterinary sector’s pricing 
strategies for animal care. The worry is that for larger practices with increased 
monopoly power, they are imposing excessive fees, pointing to a need for increased 
competition in the industry.

Source: Adapted from V'et prices review over fears pet owners are being overcharged' – BBC News at bbc.co.uk/news

(a)	 Using examples, explain what is meant by an oligopoly. [6]
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(b)	 Explain how businesses can compete using price and non-price competition.	 [9]
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(c)	 Evaluate the impact of competition on producers and consumers. [15]



*36G928128*

*36G928128*

15831



*36G928129*

*36G928129*

15831
[Turn over

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________

__________________________________________________________________



*36G928130*

*36G928130*

15831

8	 The UK’s Spring Budget of 2023 aimed to improve economic growth by 
implementing supply-side policies. The intention is to enable sustainable growth, 
viewed as the best method to reduce the budget deficit and increase real incomes. 

Source: Adapted from "Hunt’s budget shows Britain is doing less badly – that’s not the same as doing " 
Budget" 2023 – The Guardian

(a)	 What is the difference between direct and indirect taxation? [6]
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	 (b)	 Explain the importance for the Government of avoiding a substantial 
budget deficit.	 [9]
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	 (c)	 Evaluate the potential effects of changes in fiscal policy on economic 
growth and unemployment.	 [15]
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