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1. }n addmon to thxs test booklet you should have an answer sheet

2. . anch 1tem mth}stesthasfoursuggbstwdanswvrsIettered(A) (B) (C) (D) Aﬂerhstemng [oorreadmg ’

. _each ltem youareaboutto: answer, demde whlch ch01ce is best

3. .On youraHSW°rsheet find the numberwhlch correspornds to your 1tem and blacken the space havvng
 the same letter as the answer you have chosan Look at how itis done in ‘the sa?nple ltem below

'Mlﬂa T LT
.Econom:csmaybedescnbedasa‘Soma! Smence ERR o W
'_smce 1tdealsthh » o S . _

N, .

' -'(A) theerwwonment : i S R . . @
B)  theeconomy e _
(©) : - humanbehaviour .-

o) - productlonandconsumpnon S

The best answer to thisitem is “human behavxour” , SO answer space (C) has been blackened

4, Ifyouwantto change your answer, be sure to erase /our oid answer completely and fill in yournew
chmcc _ : v }
5. When you are toldto begin, tum the pageand workas qu1ckly and ascareﬁlﬂy as you can. Ifyou cannot |
° answeran item, omit it and go on to the next one. You can come back to the harder item later. Your
score will bethe total number ofcorre(,t answers, ’ .
-
6. Thistest con51sts of60 items. Youwill have 75 mmutes to answérthem
7 Do not be concerned that the answer sheet pr ov1des spaces for more answers than there are items in
this test. :
8. Theuse ofsﬂéntelectronic calculators is allowed. . I B,
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Why do consu*nero have to: make choices

among. the goods and. serwces thaL they-»"ii ‘
N purchase? : - :

RN

(AY Thelr wants are sLarce and thelr
resourcesare limited. h

' satisfyall theirwants:
(C) = Theirresourcesi mcreasemore rapxdl
o - thantheirwants. -~ - .
(D) - Theyreceivemost ofthe;r goods and
h " services atno cost

Which ofthe followmg stdtements BEBT.. :

describesan economy"7

' Ay A system wher e suppliera produoe

allthe goods and ser\nces needed -

: by the consumers ",

®) A system whereby ail the goods .
: ' . and services used by citizensofa ...
- country are: provnded by the -

" ‘govérmment -

() - The utlhzatxon of resources to'
. produce goods and services to -

- - meet the needs: and wants of
socmty

(D) -"_»-.The utlhzation of resources by .
: B manufacturerstoproducegoods'

: and maximise profits

" Sita and Peter are planning to buy a new
- house. All of the following factors should -

- affect their decisions EXCEPT

| (A .theirjdintménthiy ir‘)Lo‘me

(B) . thepossibility ofajob promoUon for

.. Peter :
(&) Sita’s best friend also has a new
’ home ‘
(D) the high cost ofrmtmg wher e they

nowlive
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ur ’ =

o (A)_f’i .

® Theu‘resources are msufﬁcmnt to’

The Govemment of Country X decides to - Y
o ‘_"sthchresource fromi investmentfoodsto -
- " crop productxon The opportumty"Cost OfthlS‘
decasxomsthe ERR _ S

proﬁt eaméd bj' farmers-

grown: -

(C) ; vreductlon in. mvestment goods
D) - Wages eamed_by farm workers

' Inan aﬁémpttp increase the efficiency ofits B
~. staff, managementassignsspecific tasksto
- ‘eachworker. Thisisanexampleof .

= - em:reprerzeunal ab11 1ty

"+ * An economy produces two goods, namely
-sugarand bauxite. Whatname s givento the .
--curve which shows the maximumamountof
.. bauxite that canbe produced for evexy given
o amauntofsugar? : RERTTRE

(A) Marketsupply curve A»

(B - Demand curve - R »
N (SR Productmnpoosnblhtyfront}ercurve
o) Indhvxdu'llsupply curve - -

 GOONTOTHENEXTPAGE

rent ofthe land on which érops are

i N it e e




- Itemn 7 vefers to the diagram below. .

: In the dlagram above Sisthe supply curve' .
beforeasubsidy isgiven and Ssj isthesupply
. curveafterthesubsidy is given. Asaresult -
ofthe grantmg ofthe 5Lb51dy, 1t 1s expectedu .

‘that

(‘A)' 's.iipj.ally MH increase. .

@) - supplywﬂldecrease

~{Cy " demaridwilldecreasé
Dy :p_m_:e_wx}l]mcrease

(A)  Consumersonly
- (B) .  Governmentonly ‘ _
(C©)  Govermmentand producers only
‘(D). ~ Government,

consumers

‘Which ofthe followmg 1san advantage ofa -

market econom 1c systern")

(A) Therelsequalltyofmcome

‘ “(B) "Price control measures can be S
: effected. . '
(@) Itgivesan incentive to produce

(D) - Itreducespollutionand congastxonf

010/F2007

8 Suppljbéﬂj;g sﬁbs;iﬂy' .

o Quandey

producers and

16.

S

| | A Tz
WhichofthefdléWingdetennineéthééﬂéca— B
- tionofresourcesinamixedeconomy? . .

13.

Pricesofgoods inmarketeconomies fluctu-
ate whileprices ofgoods inplanned econo-

- rnies tendsto be fixed.. The MOST likely

e
reason forthis dlffere'xce 18 that inthe markpt

. eccnomy

Ay bdyérs and sél]érs determine prices

(B) .producersare never eff cient
(C) .» ~profitsare lower”

(D} ‘. thereqrely;g_hgruﬁemploymentlevels

A MAJOR dls.advamtage of 2 planned
o ecopomylstham BT

. "(A) _causesmequahtymthedxstnbunonof

ncome. . L s

“(B) . discourages mdxwdual mmauveand‘

- “enterprise -

(C) - results m*mdespread unemployment

(D) - causeshigh rates ofinflation

“Ina cOrﬁthrciél ban!& wégés éﬁd':alarleé
;are pald to ALL of‘the fo]lowmg EXCEPT -

(A} - ban!’tell«mrs and supcrvxsora
(B) . shareholders ofthebank

(C) . investmentmanagers iri the bank
D) "~mamten anceworkers employed by
_thebank .

In whxch ofthe Ioilowmg economic systems

does the state own ALL the factors of
productxon TXCEPT labour?

(A) o Anuxedeconomy
(B)  .Amarketeconomy

(. A plannedeconomy
(D)  Asubsistence economy
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14.

15

16.

17,

' A goyeﬁn’nentconirdl :
B) efficiency
< subsidies -

(D) » pricecontrol

K]

- Many developing countries hay'é'changed; -

R th'ei’r_econbmjes_ ﬁ"OIn'aCommandéconom'yto ‘
- a.market-bas'ed_é:_:onoxﬁy"in’ ordertoincrease

i9.

. ©).

"?*w:

21.

They organised the factors of production and
pooled their financia) resources to produce
the godds and services. In which factor of
production willyoy classify Sam sind Jaclk?
T(A) :Wbrker' .
(B Investor
D () T - Enitrepreneyr .
- (D). Mana‘ge'r'. L
Thésugarindustry inNexy Island hses ahigh
ratio of labourers to capital as inputs in the
productzonofsugar Whichofthefollomng
. economic questionsis being answered inthis
- productionarr&ngement? BT S
A How'mixchtq produce »
R _ ‘:"'_ForwhOmtopro_duce
R (S N Whattoproduce - - -
D) Howto produce -
‘ Whi_ch-ofm,efonowing isNOTanexampleof |
afactorofprodiietion in acommercial bank?
(A Shareholders ofthe bani
B). The building o
{0y Specialsavingsaccountforsmdents
(D) ‘Thebank’s vaylt : :
An iIncrease in the price of flour is MOST

i8.

likelytobe followed by an immediate

(A)  risein the quantity demandforbread

- (B) falIinth;aquantjty supply of flour
(©)  rise inthe quantity supply offlour -
@)  fallin the quaritity demand for flour -

1216010/F2007

C20:

. Accordins
B cigarette smoke i an exam
@) privategosa
) positiveextemnality =~ -

toeconomicthedry; ‘secondhand”
leofs

:'._fnegativeéxt_.erﬁalityr E

Dy meritgood " ¢

- Ashift inz.th'e-d_em;gndfcu‘r\./e fora commodity
© could result,from';é changein,: i ,

(B).: sSupply “a

: o m Q.

’ -conditions.ofsﬁppiy- s
" ¥ conditions of demang

Io'w"ing d_,iégrams.

D)

Which dia.grarn aboveindicates that demand
isperfectly elastic? : A

) R
(B) S
© T
®), u
GO ONTO THE NEXTpAGE



S 23,

24

-Hybndelectmc carsare more expenswe than g o

~ carswhichuse casolenewHowever amajor ;

" featuré ofelectriccars is that they arepollu- R
‘tion free.. Whlch costs willfalldsconsumners-

. start usmcr e]ectnc cars? '

(A V_ 'To'tal'_ﬁx-c:d cost

(B) - *Marginalcost
(C) ~ Privatecost ~

. (D) : ‘Ex.tema] cost

Al ofthe followmg are features ofperfect -
: icompetlhon E.XCEPT -

TNy sellmg of homogeneousproducts

(B)  freedom ofentry and exit

' -(C) manybuyers and oneseller. - P
',(D) perfect knowiedge of market'

condm ons

,wWh}ch ofthe following isMOST likely tobe '
responsible for the shlﬁ in the supply curve N

fromS toS'7

(AY " An increase in advemsmg of soft

drinks :
B A fallinthe price ofsugaf

(®) Increased wages for workers in the

softdrink industry

()] Anincreaseinincome

o
.

6.

 Jtern 24 reférsto the diagram below which |~
- shows the market for softdrinks in Country

' 27..' ’

28,

T e

In whxch of the fol Ong sxtquons will 2
- normal supply curve forfarm produce slope

' ’upwards frorn left ‘to ri ght‘7 .
: = 1
(A) g Tan’ners profit marglns increaseas
R .- priceincreases... '
By F annPrsarewﬂlmgto mcrease supply
~»~" asdemand increases..
(C) - - Farmers pa%s on mcreased cost to
- COMSUMETS. -

' (D) B Farmersaremlluﬁgtoproduf*emore'

N as price mcreases

" Which of the fouowmg is NOT TRUE of

perfectcompehtxon” o
. (ORI Flrmsareprgcetakefs.

.(B) - Productsarehomogenous.
(C)  Firmsengageinpricediscrimination.

(D) Thereareno barriersto entry.

Al thmgs bemg equal an increase in the .

supply of a good Wl“ result in.

“(A) - an mcrease m pnce and quamlty
- traded C
B - afallin pnce and an increase in the
" ~ quantity traded
© adecrease inprice andquanmytraded
(D). .ariseinrevenueandafallin qua.ntrty
' traded ‘

" Which ofthe followmngll NOT occur when

' "theteusmarketfallurc‘7 .

. .(A) A dechne in socnal welfare
®B) An increase in poverty throughout

" theeconomy
(©) Increasing levels of unemployment
~* amongskilled andunskilled labour
) Adequate amounts of all goodsand
services for consumers

-

2

GO ON TO THE NEXT PAGE



- A -

29.

borrowingby

. publiécéﬁipanigsf; L B
govemments .- .
ins'tirancé::_:ompénie's.
importers: EERTIN

L (A)
I®
O

(D)

30. The MAIN objective 5fa creditunion isto

encourage consumerspending -

(A rragec _
. provide .@nVes’tmentvfunds for

(B)
(©
(D).

companies = -

members |

‘agencies. =

31. }
: "saves;his money until hehasenoughto buya

 tractor. Which ofthe following functionsis -

“money performing in thiscase?.

(A) Unitof, aécoum‘: i- - -
(B) * Storeofvalue AR
(C) - Standard ofdeferred payment - -

(D) . Mediumofexchange S

32. Which ofthe following is NOT a financial
L in;_timtioqin‘_anecomjmy’? ‘

Sharemarket '
Deve!opmentBank '
" Creditunion '

. Tradeunion

SR VI
- (B)
O
- (D)

33, Which ofthe following financial Instruments

isissuedby the Govemnment?

Treasury bonds

B Corporate bonds
Equity security - o
Shares on the stock exchange

(A)
(B)
©
D)

01216010/F 2007

Atreasury billisan instrument forshort-term | A

‘ deVeiopthehan_itofthﬁﬂamongits R

provide .créd‘it'_'_to ‘government

36

Joe Bréwﬁ Sellshis prégiujc:é'atfﬁe‘ marketand - o :

SRS EN

BT

. Oneofthe functions ofacommercial bank is

o The ability to furn an asset

(A _;is‘guihgﬁoﬁeséﬁdcbihé.‘
makingloans 7

. dstermMng_thefdreiignsx@héhgerate

‘keepingthe accountsof government

L departments " 7.

I into cash withoat

loss ordelay is knfc'i\'f_vnfa's' U

o durability
o Dquidity -
© L portability
- divisibility

: Country A is'"faxpéif_ien'c'ihga_béﬂance of
" payments deficit. Which of the following

*'measures should it take to reduce'the deficit

37,

O

R vinthe short-term? LT

Engage in'trade with other low cost
~ . producersofgoods. - e
Imposerestictionson goodsimported -
O from other countries, -~ o
(©)  Increasethe irm:vortationofgoodsT

.. Reduce the volume of exports to
. othercounitries. - : L

‘Which ofthe followingwill be included in

. the capital account of the balance of
. paymentsofacountry? = - ‘ '

o
KN

(A) - Iteris bought from. a foreign
- supplierthrough the internet

(B) . Outstanding loan repaymentsmade
" ‘toabank inaforeign country

" Investmentin alocalmanufacturin g
’ industry by a foreign company
Thevalueofgoods exported during

the year

GO ONTO THENEXT PAGE




38

‘Which ofthe following factors w1llMOoT,u 7
hkelycauseafallmacountry sexchangerate L
. ‘-_4underaﬂex1blechange ratereqmred‘?

‘ (A) An mcreased demand for its lmports'
“(B)  Anincreased demand forits exports
IR (& ‘Anincreased mﬂowofcapltal o
- (D). A reduced rate of domestlc mﬂatxon o

Itern 39 refers to the table below Wthh
shows the rate ofmﬂatlon and the average

“percentage mcrease m wages over a four— ’

yearpemoa

- YEAR |

. WAGE
ENCREASES ( %)

. RATE OF
INFLATION

2003 -4 5 ] - 20
2004 .bi100 ) 20
2005 |

40.

2006 s | '4‘5_'

(C) A reduction

41. -

In Wthh year was the mcrease m real wages B

. GREATEST?

: _(A). 2003
(B 2004
(O 2005

3 (D) 2006

Whloh ofthe following measures is MOST ‘
v hkelyto reduce mﬂatxon'? : o

(A) " An m’creasembank lenldixlg
(B)  Anincreaseinimportduties

expendlture

' (D) - A redlictlon in dlrecttaxatlon

01216010/F2007

1n _government _

®) __4$220Mf»-,}“
@ 3240M

43.

Item 43; refe;s to t.'hc followmg tab}

. s Ty
,.v,:ﬁem- Aﬁtoum ]
N M
B Consumptaon S - 100
Net incomé from abroad - 20
Investment - - A ‘_ 80
‘Governmentspending | -~ 60

: UQing.ﬂxé data pro'\'fi.d'ed in the table above

cal culdfte the Gross Domestlc Pmduct

e (A) $>OOMZ,-," o

 ‘Some 'dévélo_pi_ng ‘countries’ are trying to
_-achieve economic growth ‘with less
g oov'=mmentalpaft1mpatlon ThisisMOST

hkeiy to be achleved through mcraaqed

&y - 'priva;te mvestment
(B pubhcexpendxture

(Cy . stateplanning’

(D) . tradebarriers’ . .

Large ﬁrm:. achwvesavmgs inunitcosts fiom -

.advertising or packaging. Thisisaresultof
- which ofthe following economies of scale?

(A) Fmanclal 3
(B)  Marketing -

- (C)- . Managerial B

"(D) " Technical - - e

GO ON TO THENEXT PAGE



44.

g < Country Qhasan abso

P Q7 L Geed X

which ofthe following isTRUE.. -

S (A Country P hasanabso h_iié acl{/:é:ritggé

_inGoodYonly, .-

® Cqunuyphaéanébsdﬁfeadlvantégé ‘

- inGood Y and Good X,

. inGoodYonly: -

' (D) - Couﬁnthasanabsbldteadvaﬁtége 

in Goody ahc_i Good X, o

A country is said to have a comparative

_ advantage in the production ofa commodity
- whenit o F :

(A) can produoé more ofthat commodiiy

than any other country

(B)  has alarger share ofthe mAérke-t_'for. a
" that commodity than any other .

country . .

v (‘C)‘ - can produce tha} cbfhmbditj/ ata

lute ad\/éntagf: .

46,

e
R S ',47.:_
Withreference to the diagram above, state -

" dﬁhﬁ&‘i&'déci&éé'to'bf;);e&ii‘s:ggggultural

©sector fromforeign competition bygastrictin g
- . theamountdfagricultural goodsimported into
the country. Thismeasure isreferredtoasa

. (AY . trade barrier, "~ ..

(B Jtradebloe
(S “quotatrading”

(D) tradeembargg < -

“Which of the fol lowing is NOT a
~ characteristic of Caribbean economies?

L ;(A)v o Hiéh]ei)élsofﬁnéméioyment ’

- -‘_;_;(B)‘ ..'_'iMajorprodUCers ofmanufactured

Cas.

4%, .-

lower opportunity cost thanany -

othercountry

- (D) accounts fora greater percentage o

of total world sales of that
commodity than any other
commodity ‘

1216010/F2007

- goods |

(C} - Lowlevels of ba};iial formation.
(D) Ahigh debt(burde_n‘ Co

' :"Country B hlad an ipcreéée.bf$:300 000000
'in foreign direct investinent. ‘In which
. section ofthe balance of payments will this

transaction be récorded?_ '

Ay Vx;sible'tra:deaévc;‘ount', T
(B). Balance oftrade account

(O Invisible trade account
(D) - Capitalaccount o

Which ofthe following everits viill resultina

E sumiusqnthebalqnceéftrade_ofacountry7 o

(A) o Voiﬁhaééfexbdrﬂs’is greaterthan the

* volumeofimports, ..

®) Volumeofimportsisgreaterthan the

volumeofexports.

(©)  Valueofexpoitsis greater than the

: valueofimports, , ‘
(®)] Value ofimports is greater than the
value ofexports.- »

GOONTOTHE NEXTPAGE



50.

31,

R

o | Current balance -

~

.. Item 5@ :réfers to the _tabl_é ‘be]OW‘thfchf'
- “shows figures taken from ‘the balance of

L2006 -

500
400 | .
300

: Expd;t of goods
~Import of goods

o (A) -8 100M-
(C) $ 3OOM
(D) . $1200M

Lo _vlikelytor_edmeiriﬂatioh?
: (.A)'." _'A.n'ivri‘crgeaseiri-bankEeliiding o
(B) .‘Anincrease in importduties

(C) A reduction. in g'ov_e‘rnrﬁém»:‘ ‘

"~ expenditure

~ (DY - Areduction indirect taxation

f‘invthe_' United States. Such a move is made -
-:MQSTIike]y_through = :

BTN ,
S SingleMarketandEconomy" :
B directforeign investmentinthe United.
.. States - c S
(C) -.V~.eﬁectivémmketingstmtegies s
{D) - t'radehberalization- B o

Therestriction ofinternationa] tradethrough
tariffs, embargoes, quotas and exchange
controls is referred to as

structural adjustment
globalisation '

- bi-lateralagreements
protectionism

(A)

®)

©
“©)

16010/F 2007

Whatlsthe iﬁ;/iéiblebalance: foerov-.fm"tin’?v- R

the establishment of the Caribbean

|54

. 'p'ayments'rccords forCoqntr_yXintheyea’r; o

. Whichofthe following measuresis MOST

Chfis,aCosmeticsséekstdmarketitspmducts A

®

@

(A)

L ©
D

(@A)
®
g

which_o_f_the?follgwin,g benefits will -

~consumers derive as. a result*of trade

liberalisation?

g_}"

(A) . They will eNjoy greater access to &

' variety of goods. ¢ _

- Goodsand services will be provided
at lower costs. .. ey '

(Cy= ° Pricés'oféllgoodSéndserviceswi}l

L »_be'rsdp'ced'. o
Prices of goods and services will be
morestable,

N W’hich of t_he-f@]ldwﬁng afe'bharécteristic of
: MOSTCaribbeanéconpfqies‘?:Vf"'. o

I Highpércaﬁita incomes
Il A diversified manufacturing sector
or. Equitabffsdistribuﬁon-ofinoomes

v, - Dependency on primary product

- exports |

Wonly- -+ =+
(B) . IandMonly -
TandMlonly = -
IfandIV only -

Allofthe folIoWing are eiaiﬁblés ofprimary
productsEXCEPT. - BRI

. bauxite
fumniture
‘bananas -
petroleurn- - .

(D)

GO ONTOTHE NEXTPAGE



Item 57 refers to, the tab}é:beléw which' . 5§ :Cpu"r_ltf_y'Aa‘ndCémlﬁ‘va aiéﬁa‘i_i}?gﬁarmérs. A

shows a country’s current account of its - L ,H'oWw‘illﬂiéirtrad‘iﬁgrélafibns bé'éffected_ if

bal&nce-ofpaymen’ts fortheyaar?.()(}é. I the value 5f the’ cuﬁency-ffof-@éuntzy A
) X . . . e . _ : X

[ Invisible impopgs. | -

| Invisible eXPOits ,
Visible imports |
Viibleexorts" i3

(A - ~. Exportsfrom Country B o Country
T _'A'wz""Hbech'eaper.b: L
(B, _'The_'\'/o}umeqfexport‘sfrom'Counﬁy
Coe T . Ato Country B willbe chedper.,
o SRR S ey Exportsf'.rorﬁ'Countfy Bto Country
57. - Whatisitsbai'anceofmerchandis'etrade? IR - Awilldecrease, EERT AT
- Lo - R D) . 'Thev'olumi:ofexpo‘rtsfromCountry,
Ay -%38m S L s 'AtoCou‘ritry willdecrease.

" which shows import and export data for
- CounﬁyXinZ.OOG_._ e Lo :

. Indexo’firhpbrt,p,tjées_' S 100 o
'.b.‘_”lr‘xdex of export prices: . - 120

- Volume of exports B
»‘-'Volume.ofimporrs' L 80

59 - 2}.‘What"w;c"f§ﬂi‘ete‘;fhs'd.fft%ade‘.ﬁ)?fééun.ﬁyx

e e @ .0
ltem 60 refers to the table below below which shows man ufacturing output s a shage of Gross
'DomesricProductforf‘ourcoumﬁes. T . R TR

1216010/F 2007

|  Item 59 refers to the information beloy,



