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Answer both questions

1	 Study the information below and answer the questions that follow.

The cost of living crisis 

The cost of living is increasing at its fastest rate in 40 years, largely because of 
rising food and energy prices. The war in Ukraine has led to food prices going up, 
by reducing the amount of grain available. In response, the Bank of England has 
increased interest rates by 0.75 percentage points to 3%, the biggest hike in more 
than three decades.
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Figure 1: Consumer Prices Index
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	 The Office for National Statistics recently stated that average earnings growth is 
failing to keep pace with a rise in inflation (Consumer Prices Index) and this is a 
concern for many individuals. As a result, opposition MPs and anti-poverty campaign 
groups said the government should increase the financial support on offer to 
households, particularly for those individuals who are being paid the National 
Minimum Wage.

	 Trade unions have seen a surge in membership enquiries as workers from many 
sectors, e.g. nurses, teachers and other public sector employees, have been 
involved in industrial action due to the cost of living crisis. In June 2022, Google 
searches for “join union” increased by 184%. 

	 Source: Adapted from https://www.bbc.co.uk/news/business-57764601and https://www.itv.com/news/ 
2022-06-24/unions-see-surge-in-membership-interest-as-workers-fight-back-against-pay-cuts 

	 (a)	 Using Figure 1, describe the trend in the CPI rate of inflation, between 2014  
and 2022.
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	 (b)	 Explain one benefit and one drawback of the National Minimum Wage 
for businesses.		
	 [6]
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	 (c)	 In 2022 the price of wheat increased, forcing one manufacturer of cereal to 
increase the price of one of its cereal ranges from £2 to £4 per box. This 
situation and the response by consumers is summarised in Table 1 below:

Table 1: Price and quantity of cereal demanded

Price of box 
of cereal (£)

Quantity demanded 
per month

September 2021 2 2000

September 2022 4 1950

		  Use the formula provided to calculate the price elasticity of demand (PED) for 
the box of cereal. Show your calculations. 

Formula: PED  =   
% change in quantity demanded

                               % change in price

Calculations

% change in quantity demanded = 

% change in price = 

PED = 
[3]



*16G928206*

*16G928206*

14231

BLANK PAGE

DO NOT WRITE ON THIS PAGE



*16G928207*

*16G928207*

14231
[Turn over

	 (d)	 Explain the importance of PED for producers.
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	 (e)	 Explain two roles that a trade union performs on behalf of its members.		
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	 (f)	 Examine the costs of high inflation for individuals and firms.	 [10]
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2	 Study the information below and answer the questions that follow.

	 BP has soaring oil prices

	 Oil and gas prices increased because oil and gas were in greater demand as life got 
back to normal after Covid. Also, the war in Ukraine has reduced the supply of oil on 
world markets.

Table 2: Demand and supply schedule for BP oil per barrel

Price ($) Quantity demanded units Quantity supplied units

20 200 140

40 180 160

60 160 180

80 140 200

100 120 220

	 BP has soaring profit

	 BP, one of the world’s largest energy suppliers, has made headline news by making 
excessive profit in 2022. Its total revenue was £57 billion, whilst its total costs were 
£37 billion. It is argued that companies like BP are making huge profits and 
channelling these straight back to already-wealthy shareholders.

	 BP pays £2.17 bn in tax revenue annually from its North Sea operations. There have 
been calls for the government to levy a so-called “windfall tax” (a tax paid on the 
excessive profits made by large companies like BP) to help those struggling to make 
ends meet. Environmentalists have also argued for a windfall tax to encourage more 
investment in renewable energy.

	 On the other hand, a spokesperson said the government has to ensure that energy 
companies keep enough profit to reinvest to support the economy, jobs and energy 
security, making us less reliant on oil imports. However, environmentalists in the 
Green Party are calling for BP and the other big energy suppliers to be nationalised. 
This could cut average household costs by more than £2,000 a year.

Source: Adapted from https://www.bbc.co.uk/news/business-63468313 
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	 (a)	 Using the information in Table 2, draw and label a supply and demand diagram 
for BP oil per barrel on the graph paper below. Label the diagram carefully, 
including the market clearing (equilibrium) price and quantity. 	 [5]

	

 

		  	

	 (b)	 The quantity supplied decreases by 10 units at every price. On your diagram, 
show how this will affect the market clearing (equilibrium) price and quantity.	 [3]
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	 (c)	 Explain two factors that may have caused the price of oil to change.
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	 (d)	 Calculate the profit BP made in 2022.

________________________________________________________________
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______________________________________________________________  [2]
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	 (e)	 (i)	 Explain one advantage of nationalising BP.
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		  (ii)	 Explain one disadvantage of nationalising BP. 
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	 (f)	 Discuss whether the government should levy higher taxes on big companies 
such as BP.	 [10]
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