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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 The market for education may not achieve an efficient and equitable allocation of resources when
there are information failures.
(@) Explain how information failure could prevent an efficient allocation of resources. [10]

(b) Discuss the most effective policy measures to ensure an efficient and equitable allocation of
resources when there are information failures in the market for education. [15]

2 The switch to online shopping has meant an increase in demand for packaging such as plastic
and cardboard. Some governments are imposing a tax on plastic packaging that does not include
recycled plastic. Even with cardboard manufacturers operating at close to full capacity, there has
been a large increase in the price of cardboard in some countries.

(a) Explain two reasons why there was a large increase in the price of cardboard in some
countries. [10]

(b) Using demand and supply analysis, discuss whether consumers buying products online are
more likely to be adversely affected by the imposition of a tax on plastic packaging than firms
selling products online. [15]

3  Firms need to decide whether to expand production when market demand increases or shut down
production when market demand falls. Other strategies to increase revenue and profits under
such circumstances include price discrimination and diversification.

(a) Explain why a profit-maximising firm’s decision to shut down or expand its production depends
on its costs and revenue. [10]

(b) Discuss whether price discrimination or diversification is the more appropriate strategy for
firms when market demand is falling. [15]
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