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Section B

Answer any three questions.

Each question is introduced by stimulus material. In your answer you may refer to this material and/or 
to other examples that you have studied.

2 The shape of Colombia’s population pyramid is changing. The income distribution of this South 
American country, however, is not changing significantly. The country has one of the most unequal 
income distributions in the world. Some Colombians work in its footwear industry which produces 
shoes, sandals and boots. Although footwear is produced in the private sector, Colombia has a 
mixed economic system.

 (a) Define population pyramid. [2]

 (b) Explain two reasons why income may become more unevenly distributed. [4]

 (c) Analyse the influences on whether demand for shoes is elastic or inelastic. [6]

 (d) Discuss whether or not a mixed economic system will benefit the people who live in that 
economy. [8]

3 In recent years, the quantity of Latvia’s factors of production has changed. Since 2008, its capital 
has increased and its land has not changed significantly, but its labour force and its enterprise 
have decreased. Enterprise and conditions of supply can affect firms’ prices. In 2022, the Latvian 
Government increased the country’s national minimum wage (NMW). Its NMW did, however, 
remain one of the lowest in the European Union.

 (a) Identify the rewards to capital and land. [2]

 (b) Explain two causes of a decrease in enterprise in an economy. [4]

 (c) Analyse how changes in conditions of supply can affect a firm’s prices. [6]

 (d) Discuss whether or not a rise in a national minimum wage will harm an economy. [8]

4 In 2023, India became the country with the largest population. This may affect the government’s 
macroeconomic aims. In 2018, the Indian Government cut the country’s corporation (corporate 
income) tax rate from 35% to 25%. Between 2019 and 2022, India’s inflation rate averaged 6%. 
Some economists suggested that to achieve its central inflation rate target, the government should 
cut its spending.

 (a) Identify two macroeconomic aims of government that may conflict. [2]

 (b) Explain two reasons why a country may have a high population growth rate. [4]

 (c) Analyse how a cut in the corporation (corporate income) tax rate can increase economic 
growth.  [6]

 (d) Discuss whether or not a decrease in government spending will reduce inflation. [8]


