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PREFACE

Excellence in learning cannot be claimed without application of concepts in a dexterous way. In
this regard one of the logical approach is to start in chunks; like chapter wise learning and
applying the concept on exam based questions.

This booklet provides an opportunity to candidates to practice topic wise questions from
previous years to the latest. Extensive working of Team MS Books has tried to take this booklet
to perfection by collaborating with top of the line teachers.

We have added answer key / marks scheme at the end of each topic for the candidate to
compare the his/her answer to the best.

MS Books strives to maintain actual spacing between consecutive questions and within options
as per CAIE format which gives students a more realistic feel of attempting question.

Review, feedback and contribution in this booklet by various competent teachers of a subject
belonging to renowned school chains make it most valuable resource and tool for both teachers
and students.

With all belief in strength of this resource material | can confidently claim that it is worth in
achieving brilliance.

Our sincere thanks and gratification to Mr.Zubair Hussain who took out special time to help
compile and manage this booklet. We would also like to appreciate Economics faculty for
reviewing and indorsing it.

REVIEWED & RECOMMENDED BY

Zubair Hussain
Beaconhouse, LGS, Lyceum

Green Hall Academy Gulberg
0302-5557467
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P1-TOPIC # 1.1.1 FINITE RESOURCES AND UNLIMITED WANTS QUESTIONS

Finite Resources and Unlimited Wants

Q2/11/M/J/15

1 To help reduce the price of oil, new supplies are needed. However, in 2013, objectors opposed
attempts to explore new sites because of the environmental damage the exploration might cause.

How does this illustrate the basic economic problem?

A Oilis a limited resource.

B Oil is expensive.

C The exploration involves demand and supply.

D There are external costs involved in production.
Q1/12/M/J/15
2 What is the basic economic problem?

A finite resources and limited wants

B finite resources and unlimited wants

C infinite resources and limited wants

D infinite resources and unlimited wants

Q2/13/0/N/15

3 There has been increased concern about the way large firms exploit the environment.

What is the main reason for this concern?
A Large firms are unprofitable because of diseconomies of scale.
B Large firms combine together to fix prices.
C The exploitation of resources is expensive.
D Unlimited wants will use up the finite resources.
Q3/12/M/J/16
4 What is the best example of the existence of the economic problem?

A A government provides accommodation for all those who are homeless. :%

B A police force has a lengthening list of unsolved crimes.
C Janitha hands her homework in at the last permitted deadline. %O
D Musa completes his journey without putting petrol in his car. Q?
Q1/11/M/INT @
5 Which combination of terms gives the general definition of the ecc@ problem?

A bigger families, less food, starvation

falling supply, rising demand, shortage %

B
C higher population, fewer jobs, unemployment
D

limited resources, unlimited wants, scarcity
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P1-TOPIC # 1.1.1 FINITE RESOURCES AND UNLIMITED WANTS QUESTIONS

Q3/11//M/J/18
6 What is the cause of the economic problem facing all countries?
A climate change and global warming
B significant quantities of unemployed resources
C uneven distribution of income and wealth
D unlimited wants in relation to limited resources
Q2/12/0/N/18
7 What do economies aim to achieve in tackling the economic problem of scarcity?
A equal balance between public and private sectors
B equal reward for equal effort
C increased competition in the use of resources
D

optimum allocation of finite resources

Q2/13/0/N/18

8 Hospital services are provided by the government and paid for through taxation. People cannot
always get the treatment they require because of long waiting lists.

Of what is this an example?

A external cost C perfectly inelastic supply
B market system D scarcity
Q1/13/0/N/19

9 What identifies a finite resource?

A The resource does not renew itself.

B The supply of the resource is greater than demand.
C There is no opportunity cost for the resource.
D

There is unlimited supply of the resource.

Q1/12/0/N/20 &

10 What causes economic agents to make choices?
A limited needs and wants %O
B the existence of finite resources Q?
C the existence of free goods @
D the market mechanism
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P1-TOPIC # 1.1.1 FINITE RESOURCES AND UNLIMITED WANTS QUESTIONS

Q1/13/0/N/20

11 Why do consumers have to make choices when spending their income?

A Advertising encourages consumer spending.

B Consumers have unlimited incomes.

C Consumer wants cannot all be satisfied with their income.
D

Not all products will be attractive to consumers.

Q1/12/0/N/21

12 To help reduce the price of oil, new supplies are needed. However, objectors oppose exploration
of new sites because of the environmental damage it may cause.

Why is this statement an example of the basic economic problem?

A Oilis a limited resource.
B Oil is expensive.
C The exploration involves demand and supply.

D There are external costs involved in production.

Q1/13/0/N/21

13 To help reduce the price of oil, new supplies are needed. However, objectors oppose exploration
of new sites because of the environmental damage it may cause.

Why is this statement an example of the basic economic problem?

A Oilis a limited resource.

B Oil is expensive.

C The exploration involves demand and supply.
D

There are external costs involved in production.

ANSWER KEYS

Sr # | Key | Sr #|Key
1. | A|1]c %
2. | B |[12.] A @
.| D [13.]A %O
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P1-TOPIC # 1.1.2 ECONOMIC AND FREE GOODS QUESTIONS

Economic and Free Goods

Q1/11/M/J/20
1 What is an example of the purchase of a consumer good?
A A farm owner buys a television.
B A farm owner buys additional land.
C A farm owner buys fertiliser for their crops.
D A farm owner buys some farming equipment.
Q5/11/M/J/21
2 Whatis an economist’s definition of a market?
A a collection of informal retail outlets run by small firms
B a place where traders gather regularly for short periods
C a system that enables individuals and firms to buy and sell goods
D the existence of consumer demand for a good

Q4/12/0/N/21

3 Which combination of characteristics describes a public good?

A excludable and non-rival in consumption

B excludable and rival in consumption

C non-excludable and non-rival in consumption
D non-excludable and rival in consumption

Q4/13/0/N/21

4 What is an example of a public good?

A healthcare C unemployment benefits
B street lights D vaccinations
Q1/12/M/J/22

5 What is an example of a free good? %
A defence B education C health services D suns@
Sy
ANSWER KEYS Q?
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P1-TOPIC # 1.2 THE FACTORS OF PRODUCTION QUESTIONS

The Factors of Production

Q2/12/0/N/22
1 An airline needs people and equipment. These can be divided into factors of production.
What is allocated to its correct factor of production?

people or equipment factor of production
A aircraft capital
B airline owners labour
C computer network land
D pilots enterprise

ANSWER KEYS
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P1-TOPIC # 1.2.1 DEFINITIONS OF THE FACTORS OF PRODUCTION AND THEIR REWARDS QUESTIONS

Definitions of the Factors of Production and their Rewards

Q1/11/M/J/15

1 The following are four ways factors of production are used.
What is likely to require the greatest use of the factor enterprise?
A a carpenter making wooden articles in his leisure time for sale at a monthly market
B a corn farmer negotiating with other farmers to hire expensive machinery
C afood shop owner sometimes selling flowers in the shop

D a householder harvesting vegetables grown at home

Q2/12/M/J/15

2 New oil reserves are discovered.

What has increased in supply?

A capital B enterprise C labour D land

Q1/12/0/N/15

3 In a rural community of Southern Africa, women were responsible for planting and weeding crops
by hand, while men used to control production and receive profits.

Which combination of factors of production was in operation?

men women
A capital land
B enterprise labour
C labour capital
D land enterprise
Q1/13/0/N/15
4 Governments often try to influence the supply of factors of production in their economies.
Which factor’s supply is a government least likely to be able to increase? %
A capital B enterprise C labour D land @
@)
Q2/11/M/J/16 %
5 An increase in the number of manufacturing robots in the car manuf ndustry represents

an increase in the quantity of which factor of production?

A capital B enterprise C labour l

%
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P1-TOPIC # 1.2.1 DEFINITIONS OF THE FACTORS OF PRODUCTION AND THEIR REWARDS QUESTIONS

Q1/12/0/N/16

6 Each factor of production earns an income.

What correctly identifies the income for labour and capital?

labour capital
A profit interest
B rent profit
C wages profit
D wages interest
Q1/13/0O/N/16

7 Whatis not a factor of production?

A a $20 banknote C a photocopier
B an office D asecretary
Q1/12/M/J/117

8 Which is not a factor of production?

A afarm C afarmer’s bank account
B afarmer D a second-hand tractor
Q1/12/0/N/17

9 Economists refer to factors of production.

Which is not a factor of production?

A the fields of a farm C the shares of a company
B the machinery in a factory D the staff in an office
Q1/13/0/N/17

10 What does an economist mean by the factor of production called capital?

A goods that can be used to produce other goods %

B money used to start a business
C resources that cannot be replaced %O
D the profits of a company Q?
Q2/11/M/J/18 @
11 What would be classified by an economist as the factor of prod c'own as land?

A adiscovery of oil in the South China sea

B an oil rig bought by an oil company %
C money held by the oil companies in their ban @u S
D

the productivity of oil workers
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P1-TOPIC # 1.2.1 DEFINITIONS OF THE FACTORS OF PRODUCTION AND THEIR REWARDS QUESTIONS

Q1/12//M/J/18

12 In economics, natural sunlight is classified as a free good.

What is the reason for this?

A Sunlight is a gift of nature.

B Sunlight is a renewable resource.

C There is no opportunity cost of using sunlight.
D

Unlimited amounts of sunlight can be consumed.

Q2/12//M/J/18
13 What would be classified as the factor of production capital for an airline?
A the aircraft operated by the airline
B the money the airline keeps in the bank
C the pilots the airline uses
D

the shares of the airline quoted on the stock market

Q1/12/0/N/18

14 Which factor of production is not represented in the list shown?

bananas a factory goats a risk taking investor

A capital B enterprise C labour D land

Q1/13/O/N/18

15 Which example of a factor of production in the fishing industry is correct?

factor example
A capital charges on loan for fishing boat
B | enterprise salaries of fish warehouse managers
C labour profits of fish shop owners %
D land fish in the sea @

@)
Q1/11//M/3/19 %
16 What would an economist regard as an example of the factor of produ ital?
A

an individual’s purchase of stocks and shares @
B borrowing by a firm to pay for electricity
C the building by a firm of a new factory
D total savings by individuals in a country %
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P1-TOPIC # 1.2.1 DEFINITIONS OF THE FACTORS OF PRODUCTION AND THEIR REWARDS QUESTIONS

Q1/12/M/3/19

17 A government wishes to increase agricultural output. It gives farmers the tools to irrigate the
farmers’ fields.

Which factors of production are provided by the farmers?

A capital and enterprise C labour and land
B enterprise and labour D land and capital
Q1/12/O/N/19

18 Which statement about factors of production is correct?
A Capital is the amount of money borrowed from a bank.
B Labour is output made by an employee.
C Land includes commercially grown rice crops.
D Profit is the reward for enterprise.

Q2/11/M/J/20

19 What is the function of the factors of production in an economy?
A to make goods and services to fulfil wants and needs
B to provide an even distribution of income
C to provide tax income for the government
D toreduce the existence of external costs

Q1/12/M/J/20

20 In 2016, 20 billion barrels of oil and 1.6 billion barrels of natural gas were discovered in Texas,
uUs.

Which factor of production has increased in the US due to this discovery?
A capital

B enterprise C labour D land

Q2/12/0/N/20

21 Which combination of a factor of production and its factor income is not correct?

A

factor of .
. factor income
production 'e)
A capital interest Q?
B enterprise profit @
C labour dividends @
D land rent
Q2/13/0/N/20 %

22 What is the key role of an entrepreneur?

A inventor B risk taker C

shareholder D worker
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P1-TOPIC # 1.2.1 DEFINITIONS OF THE FACTORS OF PRODUCTION AND THEIR REWARDS QUESTIONS

Q1/11/M/J/21
23 Which statement about the factors of production is correct?
A Capital is a financial resource and includes savings in banks.
B Enterprise is limited in supply and includes office workers.
C Labour is a human resource and includes pensioners and children.
D

Land is a natural resource and includes trees and fish.

ANSWER KEYS
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