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Economics
Higher level
Paper 1

Instructions to candidates

	y Do not turn over this examination paper until instructed to do so.
	y You are not permitted access to a calculator for this paper.
	y Answer one question.
	y Use fully labelled diagrams where appropriate.
	y The maximum mark for this examination paper is [25 marks].
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Answer one question.

1.	 (a)	� Explain the importance of income elasticity of demand (YED) for the primary, 
manufacturing and service sectors of the economy when real incomes are rising.� [10]

(b)	 Using real-world examples, evaluate the view that the consumption of demerit goods is 
best reduced through legislation and regulation.� [15]

2.	 (a)	� Explain how fiscal policy may be used to reduce a deficit on the current account of a 
country’s balance of payments.� [10] 

(b)	 Using real-world examples, discuss the effectiveness of fiscal policy in reducing the 
level of unemployment.� [15]

3.	 (a)	 Explain two types of trade protection.� [10] 

(b)	 Using real-world examples, evaluate the view that all countries should specialize and 
trade according to the theory of comparative advantage.� [15] 

 




