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Answer three questions in total. 

 
Section A 

 
One or two of your three chosen questions must be from this section. 

 
1 (a) Explain how an understanding of the concepts of price elasticity of demand and 

cross price elasticity of demand can aid producers in making price and output 
decisions. 

[10]

   
 (b) Discuss how an increase in goods and services tax on luxury goods might 

influence the revenue of producers of luxury goods and of related goods. 
[15]

   
2 US confectionary Mars received the all clear from the European commission to buy number 

one chewing gum maker Wrigley in a deal worth €15 billion. Their competitors are concerned 
that this would give Wrigley an unfair advantage over them. 
 

 (a) Explain how, in economic theory, firms in imperfect markets would determine the price 
  that would maximize profits. 

 
[8]

 (b) Discuss the assertion that acquisitions by large firms such as Mars are desirable 
to society. 
 

[17]

3 Sometimes, prices fail to reflect costs fully.  
 

 (a) Explain why the above would be of concern to a government. 
 

[10]

 (b) Assess the use of taxation by the Singapore government to deal with the above 
problem. 

[15]

 
Section B 

 
One or two of your three chosen questions must be from this section. 

 
4 Countries with large trade surpluses must take steps to boost domestic demand. No nation 

should assume that their path to prosperity is simply paved with exports to America. 
 

Explain what is meant by equilibrium in the macroeconomy using the circular flow of  (a) 
income. 
 

[8]

 (b) Discuss  the  extent  to  which  countries  should  boost  domestic  demand  in  their  pursuit  of
  prosperity. 

 
[17]

5 Assess the view that monetary policy centred on exchange rate is the most effective measure  
 to overcome the main macroeconomic problems faced by Singapore in recent years.    [25]

6 “Rapid globalization has brought about greater market access and partners for development,  
 but has also placed some economies in a more vulnerable position.” Discuss. 

 
[25]

 
 
 
 
 
 


