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Answer three questions. One question must be chosen from Section A and one question from Section B. The
third question can be chosen from either section.

You are advised to spend 5 minutes planning each answer and no more than 40 minutes writing each essay.

At the end of the examination, fasten all your work securely together.
The number of marks is given in brackets [ ] at the end of each question or part question.
All questions carry equal marks.
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Answer three questions. One question must be chosen from Section A and one question from
Section B. The third question can be chosen from either section.
Section A
1 Using indifference curve analysis, assess the significance of income and substitution effects in
determining the quantity demanded of a product when its price increases. [25]
2 ‘Government intervention to correct market failure inevitably makes the situation worse.’
With reference to examples, to what extent do you agree with this statement? [25]
3 ‘The threat of competition is now as powerful as actual competition in protecting the interests of
consumers.’

Evaluate this statement. [25]

Section B
4  ‘Of all macroeconomic objectives, economic growth is the most important.’
Evaluate this statement. [25]
5 ‘Fiscal policies and monetary polices are more effective than supply-side policies in achieving
price stability.’

With reference to recent experience, to what extent do you agree with this statement? [25]

6 Evaluate the view that protectionist policies can never be justified on economic grounds. [25]

Permission to reproduce items where third-party owned material protected by copyright is included has been sought and cleared where possible. Every
reasonable effort has been made by the publisher (UCLES) to trace copyright holders, but if any items requiring clearance have unwittingly been included, the
publisher will be pleased to make amends at the earliest possible opportunity.

To avoid the issue of disclosure of answer-related information to candidates, all copyright acknowledgements are reproduced online in the Cambridge International
Examinations Copyright Acknowledgements Booklet. This is produced for each series of examinations and is freely available to download at www.cie.org.uk after
the live examination series.

Cambridge International Examinations is part of the Cambridge Assessment Group. Cambridge Assessment is the brand name of University of Cambridge Local
Examinations Syndicate (UCLES), which is itself a department of the University of Cambridge.

© UCLES 2017 9772/02/MIJI7



