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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. With rising incomes, consumers are demanding for more premium leather goods. However,
leather shoe suppliers are facing tough times as price of leather increased.

Using economic analysis, discuss the likely effects of the above changes on leather shoe
market and its related markets.

[25]

2. Jet Airways, India’s second largest domestic airline in terms of the passenger load it carries, has
slashed prices of its Business Class seats by up to 60%.

(@)
(b)

(b)

(b)

Source: DNA India, July 2015

Explain the possible reasons for the action taken by Jet Airways

Discuss whether competition in the airline industry is beneficial to the consumers
and the economy

Explain the main sources of market failure in Singapore

Discuss the view that government intervention is always necessary and beneficial
when externalities are present

Section B

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

Pump priming is an action taken by the government to stimulate an economy,
usually during a recessionary period.

Explain why such a measure is more effective when a greater portion of the extra
income earned by households is consumed than withdrawn.

Assess the view that a large increase in national income is always desirable.

5. Macroeconomic policy decision makers set targets for key policy objectives in relation to
employment, inflation and economic growth.

(@)

(b)

Explain why low rate of unemployment, low rate of inflation and sustained economic
growth are key policy objectives.

Discuss whether macroeconomic policy decision makers should rely solely on
supply-side policies to achieve these key policy objectives.

6 Explain how globalisation has changed Singapore’s pattern of trade and discuss whether
Singapore is among the economies that have most to gain from globalisation.
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