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READ THEFOLLOWINGDIRECTIONS CAREFULLY

1. In addition to this testbooklet, you should have an answer sheet.
2 Eachitemin thistesthas four suggested answers lettered (A); (B), (C), (D) Afier hstenmg to orreading
each item you are about to answer, decide which choice is best.
3. On your answer sheet, find the pumber which corresponds to youritem and blacken the spacehaving -
the same letter as the answer you have chosen. Look at how it is done in the sample iterm below. B
<}
SampleItemn =
[ N — =3
Economics may be described as a ‘social science’ Sample Answer E
sinceitdeals with ‘ . =
=
(A}  theenvironment : @ @% -

(B)  theeconomy
(C)  humanbehaviour -
(D) - productionandconsumption

The best ansWer to this item is “human behaviour” , so answer space (C) has been blackened

4. If youwant to change your answer, be sure to erase your old answer completaly and fill in yournew
chozce
5. When youare told to begin, turn the page and work as quickly and as carefuily as you can. If you cannot

answer anitem, omit it and go onto the next one. You can come back to the harder item later. Your
score will be the total number of correct answers.

- 6. This test consists 6f60 items. You will have 75 minutes to answer them.

7 Do not be concemed that the answer sheet provides spaces for more answers than there are items in
R ’“ﬂustest-—— e

Theuse of silent electronic calculato'rs isallowed.
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I describes a ‘free good”?

(A) - A good that is given away by a
' retailer to promote the sale of
anothergood

(B) One which gives no satisfaction to
- consumers _ o
(©)  Onewhichhasaninfinite elasticity of

, supply
A (D) A good whose opportunity cost is

Zero

Er

2. Which ofthe following statements BEST
describes an ‘economy’?

(A)  Asystemwhere suppliers produce
all the goods and services needed
by the consumers

(B) A system where all the goods and
services used by citizens of 2

‘couniry are provided by the
govermment

()] The utilization of resources to
produce goods and services to

meet the needs and wants of

! . society

(D) The utilization of resources by
manufacturers to produce goods
and maximise profits

3. Sita and Peter are planning to buy a new
hotise. "All 6f the following factors should
affectthe couple ’sdecisionEXCEPT

(A) ' theirjoiritmonthly income
(B)  thepossibility ofajobpromotion for
o - .Peter ) , -
(e the acquisition of a new home by
’ Sita’sbest friend

- home
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1. Which of the following statements BEST =~ 4.

(D)  thehighcostofrenting their current

Why do consumers have to make choices
among the goods and services that they
" purchase?

(A) Their wants are scarce and their
resources are limited.

w7 (B) Their resources are insufficient to

satisfy all their wants. ‘
© Theirresources increasemorerapidly
than their wants,
(D)  Theyreceivemostoftheir goods and
services at no cost,

Inan attempttoincrease the éfﬁcicﬁéy ofiis
staff, management assigns specific tasks to
each worker. This isan example of

v (A) Specialisation
®B) progress
© productivity _
™) entrepréneurial ability”

Item 6 refers to thetablebe]ow which
provides information on three similar goods,
X, YandZ. Ml

Good | Prices,(5) ..
X o
Y | _

Consumers buy more of Gopfl Z»_I?ecausc of
itslowerprice. - o

Which of the following factors will cause

consumers to buy less of Good Z‘7

A) Anincrease in the supply of good Z

(B)  Animpositionofa 100percenttax on
.goodZ .. . :

(©) . The placement of a 100 per cent

' subsidyongoodZ

..AD)  The advertisement of good Z as an

impressional good

GO ON TO THENEXTPAGE
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A student has adaily allowance of $20 with Jtemn 10 referstothe diagram bel?w. Sisthe
whichhe can purchase chicken and chi psor supply curve beforeasubsidyis grven ar?d SS
ahamburger, but NOTboth. Ifhe purchases ‘ isthe supply curve afterthe subsidy is given. ;
the chiicken and chips, what will be the
economic cost ofhis decision? Price | ’i’
(A) The hamburgerhe givesup ' D / S Supply ;;fore subsidy.
~(B)  Thepriceofthechickenand chips ) SR ' / i &
(C)  Thepriceof the hamburger ‘ g ! - Supply afier subsidy
(D)  The satisfaction he gets from the L jg ‘
chicken and chips ! '\ ,
- ss— ! ! D
| i
0 % ¢ Quantity

Item 8 refers to the diagram below which'
shows the production possibility curve for

two goods: shoes and shirts. 10. Asaresult ofthe granting of the subsidy, it is
: expected that
Shoes T “"(A)  supplywillincrease
B8) supply will decrease
© demand will decrease !
(D)  pricewillincrease /
11. Prices of goodsin market economies fluctu-
ate while prices of goods in planned econo-
> Shirts mies tend to be fixed. The MOST likely
reason forthis difference isthat in the market
Atwhat point in the diagram are resources economy
underemployed?
A w " (A)  buyersandsellers determineprices
®B X ® producers areneverefficient
© Y © profitsare lower
Dz (D)  therearehigherunemploymentlevels
Which ofthe following factorsmay causean 12.  Inacommercialbank, wagesand salaries are :
outwardshiftinaproduction possibility curve? paid to ALL ofthe following EXCEPT |
(A)  Anincreasein wages (A)  banktellers and supervisors i
(B)  Anincrease inprices - (B)  shareholders ofthe bank o
(©)  Anincreaseintrade (C)  investment managers in the bank
~.. D) An improvementintechnology D) miintenance workersemployed by g
) thebank i

GO ONTO THENEXT PAGE
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Itomn 13 refers to the following statement.

- Expenditure-reducing measures may be |
implemented to improvea country’s current
account balance onits Balance of Paymens,

13. Which of the following CANNOT be
considered an cxpenditure-rcducing
measure? '

(A) Devaluation of the currency
(B) A creditsqueeze

+~(C)  Grantingof exportsubsidies
(D)  Impositionof import controls -

16.
Items 14 - 15 referto the followinig diagram
which illustrates the flow of goods and
services, factors of production and money
earned and spent.
, D
) 17.
SE— .
4
14, If U refers to.goods and services, then S
refers to _ 18.

(A)  expenditure

LB swages -
© rent
D)  profit

1s. If V includes interest and profit, then T
represents the flow of
~(A)  factorsof; production
(B) - goodsandmoney
(@3] servicesand money
D) servicesand investment

01216010/F2008

ltem 16 refers to the diagram below which
shows the production possibility of ap
€conomy that produces bananas and oranges,

Oranges
YS
Y, _
Y T
YZ
o . X, X X Bananas

1 2z

If OX is the amount of bananas produced,
what is the dtfisuiit 5f oranges produced?

“tA) oY
® oy,
© oy,
® oy,

Whichofthe followingisNOTanexample of
a factor of production ina commercial bank?

A Shareholders of the bank

- (B) Special savings account for students
© The building
@) The bank’s vault

SamandJackstartedacatcﬁhgbugiﬁess. They
organised the factorsofproductionand pooled
theéir financial resourcestopreduce the goods
and services: ‘What factors of ‘production -
should Sam and Jack be classified as?

{A) Workers
B) Investors
© Entrepreneurs
[(3)) Managers
GO ONTO THENEXTPAGE
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19. Which of the following is NOT considereda Item24 refersto the diagrams LILIMand IV
factorofproductionin the bauxite industry? below which show FOUR market supply
curves. : .

(A)  Thelandonwhichthemineis located
B) A worker employed to work in the

mins T s
HC)  Acompany thatuses the mineral /
D) A person who invests capital in : / '
mining operations
o Q
20, Whichofthe following would NOT have to
change for a planned economy to become a o P
marketeconomy? g
"€A) Thctypcofgovmnnentinﬂlecountry /
®B) The method of allocating resources |
© The price of goods in the private o Q
sector
(D)  The ownership of resources by the o P I
staie sector
. | s ,
21, Inwhichof: the following economic systems l 4
does the state .own ALL the factors of 0 Q
production EXCEPT labour?
v P
" (A) A planned economy U
®) A marketeconomy
© Amixed economy
D) A subsistence economy I ,
(0) Q A
22. - Accordingto economic theory, second -hand
cigarette smoke isanexample of 2 24.  Which diagram shows the market supply
curve where price elasticity of supply is |
T (A) - - privategood - e - unitary? B T '
®B) positive externality :
~(O negative externality (A) 1 i
D) meritgood ®) 1I ;
' - T m
L ® v
23. All of the following features are
characteristic of perfect competition ¥
EXCEPT
" (A)  manybuyersandone seller i@t
(B)  freedom ofentry and exit E
© selling of homogeneous products 4
D) periect knowledge of market % ‘
conditions 4
GOONTO THENEXT PAGE 3
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25.

26.

27.
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Which of the following conditions -is
UNLIKELY to occur when there is market
failure?

A declinein social welfare

(A)
(B)  Anincrease in poverty throughout
the economy
(O Increasinglevels of unemployment
among skilled and unskilled labour
(D) Adequate amonnts of all goods and
services forconsumers

In which of the following situations will a
normal supply curve for farm produce slope

upwards from leftto right?

(A)  Farmers’ profitmarginsincrease as
priceincreases.

®B) Farmersare“dllingtoincreasesupply
asdemand increases. .

(C©)  Farmers pass on increased cost to

© consumers.
.~(D)  Farmersarewillingto producemore

as price increases.

Towhichof thcfollowmg doestheterm ‘legal
tendcr refer?

quey that government declares
miist be accepted if offered as
settlementofdebt -

@)

(B)
g0l

1mmed1at‘cly ifite aknown amount
: ~ofmoney- -

D)

function of a store of wealth

N1 21 0 E PR

Money thathasno dn-ectbackmg of

Asscts At‘hat oanr*bc converted“

Assets which only perfonn the A.

28,

29.

30.

31.

32.

Ifacountryhasan ‘improvementinthe terams
of trade’ it means that

the country has a surplus of fore1 gn
currency.

the value of the country’s unports is
greater thanits exports.

the country can purchase more
imports than previously with the
samequantum of exports,

the country cannot purchase more

imports,

(A)
(B)

®)

B R TR e

A treasury bill is an instrument for short—term
borrowing by

publiccompanies

(A)

®) governments

© insurance compames
- /(D) lIIq)OI’fErS .

Oneof .tﬁe functions o_f the Central Bank is
to

- providebusinesses with capital

A

® provide aid to countries inneed-

© acceptdeposits from members ofthe
. piblion

(®)  managetheissueoftreasury bills

JoeBrownsellshisproduce atthemaiket and
saveshis money untithehasenoughtobuy a
tractor. Which ofthefollowing functlons is
moneyperformmg mthxs case? . ..

‘.v.- s

‘(A)  Unitofaccount

(B)  Storeofvalue -

(C)  Standard of deferred payment
~(D)  Mediumofexchange

Which of the following is NOT a financial

institutioninan economy?

(A) Sharemarket

(B)  DevelopmentBank

(C)  Creditunion
.~D)  Tradeunion ‘

GO ON TO THE NEXTPAGE



Whichofthe following financial instrurnents

are issued by the Government?
(A) Trcasuzy bonds
(B)  Corporatebonds
(©)  Equitysecurities
™) Shares on the stock exchange

Item 38 refers to the table below which
shows the rate of inflation and the average
percentage increase in wages over a four-
yearperiod.

YFAR RATEOF WAGE
INFLATION (%) | INCREASES (%)

2004 5 20

2005 10 20 :

2006 10 5 i

2007 15 . 5 J

-7
33.  Which of the following is regarded as an.  37.
invisible exporton the Balance of Payments
of Country X?
(A)  Adcitizen of Country X purchases
a vehicle from a fore; gn country.
(B) A citizen from a foreign country
! receives dividends from his
investment in a company in
Country X,
“(C)  Acitizenfrom Country X receives
interestpayments from investment
. ‘ inabankina foreign country.
P ——— (D) A tourist from a foreign country
‘ visits and spends money in
- Country X,
34. Country B had an increase of$300 000 000
.nforeigndirect investment, Inwhichsection
of the Balance of Payments will this
transaction be recorded? g
K 38.
: (A)  Visibletrade account
#¢ .{B)  .Balance of trade account
s, (C) Invisible trade account
- T (D) Capital account
- . Theability to tuman asset into cash without
w1088 or delay isknown as '
A ' 39,

“Lountry A s experiencing a balance of
‘Payments deficit. Which of the following
- ‘measures should ittaketo reduce the deficit
“¥inthe short-term?

Engagein trade with otherlow cost

producersofgoods, --
1B Imposerestictions ongoodsimported
fromother countries.

C)  Increasethe importation of goods.
D) Reduce the volume of expors to
othercountries, :

@

(D)

¢

Inwhich year was the increaseinreal wages ;
greatest?

2004
B) 2005
© 2006
D) 2007
Which of the following measures is MOST
likely toreduce inflation? ‘
(A)  Increasing banklending b
(B)  Increasingimport duties dii
© Reducing govemnmentexpenditure
Reducing direct taxation
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Item 40 refers to the table below which shows
manufacturing output as a percentage of Gross Domestic
Product (GDP) for four countries A,B,C and D.

YEAR COUNTRY A COUNTRY B COUNTRYC COUNTRYD
1980 28% 40% 29% 29%
1990 23% 34%, 26% 28%
2000 19% - 31% : 21% 23%

46. What trend is common to ALL countries

shown inthetable?

(A) -- Employmentinthe manufacturing

sectorincreased.

=) There was a decline in the Gross

"Domestic Product (GDP).
(@) There was a decline in the sale of
manufactured products.
(D)  Therewasadeclineinmanufacturing
output as a share of GDP.

41. Exchange rate depreciation is LIKELY to 43. Which ofthe following items would NOT
occurwhen the value ofacurrency appear inthe current account ofthe Balance
of Paymentsaccount?
(A) falls under a fixed exchange rate
regime (A)  The export of goods to another
(B) risesunder a flexible exchange rate - “cotiiry -
regime (B)  Theuseoflocal banking services
©) nses_ upder a fixed exchange rate by a foreign company
regime (C)  Payment of dlvxdends by a foreign
= D) falls under a ﬂe}ﬂble exchangerate - company’” ~ "
' ' .-(D) - Establishiientefasteel: mdustry by
a forewn cc)inp'ény '
42, :Some developing countries try to achieve _ L )
: --economic growth with less governmental 44, Hi—Lo.'Sﬁ'ﬁe'ﬁna'rket increasedthe priceofits

_ participation. This is MOST likely to be

achieved through increased

' (A)  privateinvestment

B) publicexpenditure
(C)  stateplanning
(D) iradebarriers

nérhe bra'h’d ﬁ's"éue by 65 per centand salesfell

ﬁﬁﬁﬁﬁ

How shouild the pﬁce elasticity of demand for
Hi-Lo’stissuebecategorised?

(&)  Usitary élastic

- (B)  Elastic

«© - inolastic- -+
(D)  Crosselastic

GO ONTO THENEXT PAGE
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Item 45 refers to diagrams 1, II, IIT and TV below which show the circular flow of income,

I. INVESTMENT 1 S <—— SAVING
FIRMS HOUSEHOLDS
CONSUMPTION INCOME——
| .} CONSUMPTION INCOME
HOUSEHOLDS | ¢ - :
—P  SAVING | FIRMS *‘J
3. INVESTMENT
Im. FIRMS ’ v, - »] FIRMSle
CONSUMPTION INCOME
INVESTMENT SAVING
HOUSEHOLDS J
HOUSEHOLDS

45, ‘Whichdiagram BEST illustrates the circular flow of income
inan economy consisting of households and firms? ' i A

A) I
B) I
L (©
D W
Item 46 refers to the diagram below. 47, Which of the following is NOT a
characteristic of Caribbean economies?
Low incomes | No savings . c
y : (A) Highlevels ofunemployment 't
‘ : : - (B) Majorproduction of manufactured 5
4 goods
No creation of capital ¢——] No finance (C)  Lowlevelsofcapital formation ;
and wealth ' for investment (D)  Ahighdebtburden ;
48. Trade liberalisation will result in several

46. Thisdiagram BES Trepresents .
v N s beneﬁtstoconsumers.Whichofthefoﬂowmg

(A  the* pov;ar& trap’ willNOT represent a benefit to consumers?
(B)  diseconomiesofscale o
© foreign direct investment | A) The}f will egjoy greater access to a
roblems faced by devel Variety of goods, .
) » counz-?;s aced by developed (B) Goods and services will be provided
. at lower costs.
(C)  Pricesof goodsandservices will be
reduccd.
= (D) Prices of goods and services will
increase.

GO ON TO THENEXT PAGE
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49.

50.

51.

52.

(D)  government,

-10 -

The allocation of resources in a rnixed
economy isdetermined by

(A)  consumersonly

(B)  govemnmentonly

© government and producers only
producers and
CODSUMETs

Which of the following will enable
Caribbean investors to have access to larger
capital imports?

(A) TheInternational Monstary Fund
®B) Specialisation '
© The World Bank

D) Globalisation

Item 51 refers to the table below which
shows the 2007 import and export data for
Country X,

Index of import prices 100
Index of export prices 120
Volume of exports 200
Volume of imports 80

What was the ‘terms of trade’ index for
Country Xin 20077

(G 0.98
. (B) 1.2

© 2.0

@)  1200.

Which of the fél_lowinég is MOST likcly to
occurifthereis anincreasein the demand for

.~ cameras?

(A) The price of cameras will fall,
@) The price of cameras will rise.

(© Thesupply of cameras will fall,

(D)  Thepriceand supply ofcameraswill
, . remain the sarne.

53.

55.

56.

57.

AD)

- AA)
~(B)

A©)

Therestriction of international trads through
tariffs, embargoes, quotes and exchange
controls is referred to as

(A)  structuraladjustment
B) globalisation

(C)  bi-lateralagreement
' protectionism

Which ofthe following isNOT a function of
money?

Unitofaccount
Form of credit

© Store of value

(¢9)] Medium ofexchange

The issue of a treasury bond represents a

A) short-term loan to the government

@ long-term loanto the government

© long-term loan to the Central Bank
I short-term loan by the Central Bank

The Central Bank calls for anincrease in the
reserve requirements from commercial
banks. How will this affect theoperations of
commercial barks?

~"(A)  Theirliguid assets will bereduced.
@) Their ability to create credit will
increase.
© Their loans t6 money markets will
_increase. - ‘ .
‘(D) -Theywill attract less deposits from
thepublic.

Which of the following will MOST likely
resultinashifttotherightinthe supply curve
for flour?

(4) Increased taxation on wheat
producers ‘
B) Increased advertising by wheat
producers
. Govemmentsubsidiestowheat farms
(D)  Legislation to limit the use of
pesticides by wheat producers

GO ONTO THENEXT PAGE
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Items 58 - 59 refer to the following table ) 60. Large firms achieve sa_\.n'ngs inymitcosis from
which presents data on the supply, demand advertising orpackaging. Thisis aresultof
‘and price of potatoes. which of the following economies of scale?
Price of Market Market A) Financial
potatoes demand supply (E) Marketing
(®) (000 kg) (000 kg) (C)  Managerial
4 700 : 100 ’ (®) - Technical
500 200
12 350 350
16 : 200 : 530
20 ' 100 700

58. What is the equilibrium price?

(A) $4
B) $38
“«(C)  §I12
(D) 816

59.  Ifsupplyincreasedby 300000ke, whatwould

be theNEW equilibrium price?
“(A) s8

B s12

© s16

®) %20

IF YOU FINISH BEFORE TIME IS CALLED, CHECK YOUR WORK ON THIS TEST.
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