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2
Answer three questions. One question must be chosen from Section A and one question from
Section B. The third question can be chosen from either section.
Section A
1

A firm had estimates of the elasticities of demand for its domestic consumer service product in the
past, when the national economy was in recession, and in the current year, after the recession has
ended, as follows:
recession year

current year

price elasticity of demand

–0.30

–0.25

income elasticity of demand

–0.50

–1.50

Discuss the extent to which these estimates could be of help to the firm in its current and future
decision-making.
[25]
2

“Government should intervene on economic grounds to prevent the availability of potentially
harmful goods and services such as alcohol and gambling.”
To what extent do you agree with this statement?

3

[25]

“The so-called ‘gender pay gap’ – that the average wage of females in full-time work is only around
80% of the average male wage – does not represent discrimination against female workers.
Instead, the differences between male pay and female pay merely reflect differences in supply
and demand conditions in the market.”
Discuss the economic validity of this assertion.

[25]

Section B
4

“Unemployment in Italy was measured at 11.5% in February 2017, with youth unemployment over
35%. To avoid the huge waste that these figures represent, Italy should abandon its commitment
to the Euro, and instead revert to its own free-floating currency.” Discuss this view.
[25]

5

“The UK rate of inflation, as measured by the annual change in the CPI, increased from 1.0% in
August 2016 to 2.7% in August 2017.”
To what extent do you agree that when the rate of inflation is above target, interest rates should be
increased?
[25]

6

“Globalisation may have brought huge benefits but there have also been costs, including
significantly increased inequality both within and between economies.”
Evaluate this statement.

[25]
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