
The graph shows the total economic welfare derived by citizens from a government’s expenditure
on health and education services.
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If the government has $60 billion of its budget to allocate between health and education services,
which allocation will give its citizens the highest level of welfare?
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A government gives a subsidy to a producer of a product.

What will be the likely effect of this?
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a shift to the left in the demand curve and a rise in equilibrium quantityA

a shift to the left in the supply curve and a rise in equilibrium quantityB

a shift to the right in the demand curve and a fall in equilibrium priceC

a shift to the right in the supply curve and a fall in equilibrium priceD
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