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EconomicsFocus - List of JC Economics Essays — Episode 1: Oil

These essays are discussed and practiced at our regular Economics Tuition where
we provide modal essays for these questions, along with other resources which
prepare our students well for GCE A level. If you are interested to join our economics
tuition at EconomicsFocus, please free to call Simon at 96890510.

Essay Question 1

In 2014, Malaysia ended its decades-old petrol and diesel subsidies and price caps
in an attempt to save billions of dollars to reduce its fiscal deficit. However in 2017,
motorists welcomed the government's statement that should the retail prices of petrol
and diesel exceed RM2.50 per litre continuously for three months, such measures
would be reintroduced.

(a) Explain the impact of a subsidy and a maximum price on consumer surplus and
producer surplus. [10m]

(b) In view of rising fuel prices, discuss whether the Malaysian government should
reintroduce petrol and diesel subsidies or price caps to keep fuel prices in check.
[15m]

Essay Question 2
Analysts are forecasting a sharp rise in oil prices by the end of this year as a result of
a reduction in oil flows in Irag due to fighting between government forces and
Kurdish militant groups. In addition, oil production is still being withheld as part of a
pact between the Organization of the Petroleum Exporting Countries (OPEC) and
non-OPEC producers to tighten the market. In the main growth areas of Asia,
consumption remains strong especially in China and India, the world's topimporters.
Adapted from https://www.reuters.com/article/oil-prices, 23rd Oct 2017

(a) Explain how the above-mentioned factors might have caused a sharp rise in oil
prices. [10]

(b) Discuss whether a subsidy or a maximum price control is more effective in
increasing the affordability for petrol due to the rise in il prices. [15]

This article is contributed by our JC Economics Tutor Simon Ng, who is the founder
and principal tutor of EconomicsFocus (www.economicsfocus.com.sg) and the editor of
the EconomicsFocus Magazine. This Digital Education Magazine is developed for
students studying Economics for GCE O and A Level examination, 1B, and other
related diploma programmes.

" 2

r L]
ECONOMICSFOCUS

b wownmoe o

@ g A

Magazine My Work Account

[ @) <






 




 

