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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 world’s four largest accountancy firms experienced a decline in demand for their services at 
the start of 2023. One cause of this lower demand was a decline in mergers in other industries, 
including the chocolate industry. Three of the accountancy firms reduced the number of new 
workers they hired and the other accountancy firm announced job losses. The ability of workers to 
gain new jobs is influenced by their mobility.

 (a) Identify two advantages a firm may gain from merging with another firm. [2]

 (b) Explain two disadvantages workers may experience as a result of losing their jobs. [4]

 (c) Analyse the advantages of an increase in labour mobility. [6]

 (d) Discuss whether or not the demand for chocolate is likely to be price elastic. [8]

3 In 2022, Paraguay’s production possibility curve (PPC) shifted to the right. Paraguay has a mixed 
economic system. Its government provides merit goods and public goods. The country’s private 
sector is a major producer of shampoo. The firms in the shampoo industry make use of division of 
labour. There are several firms in the industry, but the number is declining. There is a possibility 
that soon there may be just one firm in the industry.

 (a) Identify what is measured on the axes of a production possibility curve. [2]

 (b) Explain, with an example of each, the difference between a merit good and a public good. [4]

 (c) Analyse how division of labour can benefit firms. [6]

 (d) Discuss whether or not consumers would benefit from only one firm producing shampoo. [8]

4 In 2022, more than a quarter of a million workers, including doctors, left Sri Lanka to work in other 
countries. This was largely due to economic problems, including an inflation rate of 50% and a 
concern that unemployment might rise. The Sri Lankan Government increased direct taxation. It 
also encouraged some public sector workers to work abroad temporarily. People who work abroad 
often send money home to relatives.

 (a) Identify two types of unemployment. [2]

 (b) Explain two ways that money received from relatives working abroad could raise their 
families’ living standards. [4]

 (c) Analyse how an increase in direct taxation could increase unemployment. [6]

 (d) Discuss whether or not a doctor would benefit from working in another country. [8]


