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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. Prices tell us what goods and services to produce and consume and what employment 

to seek or offer. 
 

(a) Explain the functions of price in a market economy.    [10] 
 

            (b) Discuss whether the introduction of maximum prices by a government would 
        solve the problem of scarcity.       [15] 

 
2. Air fares on major airlines from Singapore to London and Europe will cost more during 

peak period travelling seasons. The fares are to be fixed by a twenty – strong group of 
airline companies. 

 
(a)  Explain how price discrimination can occur, and consider whether the above 

situation is an example of price discrimination in operation.    [12] 
 

(b) If the agreements between the airline companies were ended and fares left to 
      competitive market forces how might consumers be affected.   [13] 

 
3. With reference to examples, distinguish between a private good and a public 

good and discuss whether the government of Singapore should restrict itself to the 
provision of public goods.          [25] 

 
 

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

 
 

4.   Like many countries, the problem of inflation together with slower economic growth will 
hit Singapore, given the current energy and food crisis. A few years ago it was the issue 
of structural unemployment that Singapore had to deal with.  

        
To what extent can policies used in the past be used to deal with the current       
problems that Singapore is facing?  [25] 

 
 

5.   (a) Explain how a fall in direct taxes will affect the level of national income.    [10]  
 
 (b) Consider the view that a fall in direct taxes and a rise in indirect taxes will 
       lower the standard of living of Singapore      [15] 
 
 
6.   (a) Distinguish between a balance of trade deficit and a budget deficit   [8] 

       
       (b) Discuss whether protectionism is the best way to reduce a balance of  
                 trade deficit.                                                                                     [17]  
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