
A government intervenes in the market for good X. It fixes a minimum price above the market
equilibrium.

Which situation explains why the government would do this?

16

reason for interventiongood X

to decrease consumptiondemerit goodA

to increase consumptiondemerit goodB

to decrease consumptionmerit goodC

to increase consumptionmerit goodD

The table below shows some national income statistics.17

$ billion

300GDP at basic prices

20Indirect taxes

4Subsidies

What is GDP at market prices?

$324bnD$316bnC$284bnB$276bnA

Under which conditions will real Gross Domestic Product (GDP) grow the fastest?18

rate of change in
general price level
(% per year)

rate of change in
nominal GDP
(% per year)

−20A

+20B

−2+2C

+2+2D
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