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1. (a) Explain how the existence of common access resources (common pool resources) may 

lead to market failure. [10] 

Answers may include: 

• Terminology: common access resources, market failure.

• Explanation: common access resources in terms of the following features:

non-excludable, rivalrous, the tragedy of the commons, free-rider problem, difficulty

to charge a price and how an overuse of common access resources leads to threats

to sustainability.

• Diagram: negative externalities of production diagram; any other relevant diagram,

including a negative externalities of consumption diagram if plausibly explained.

Assessment Criteria 

Part (a) 10 marks 

Marks Level descriptor 

0 • The work does not reach a standard described by the descriptors below.

1–2 • The response indicates little understanding of the specific demands of the question.

• Economic theory is stated but it is not relevant.

• Economic terms are stated but they are not relevant.

3–4 • The response indicates some understanding of the specific demands of the question.

• Relevant economic theory is described.

• Some relevant economic terms are included.

5–6 • The response indicates understanding of the specific demands of the question,

but these demands are only partially addressed.

• Relevant economic theory is partly explained.

• Some relevant economic terms are used appropriately.

• Where appropriate, relevant diagram(s) are included.

7–8 • The specific demands of the question are understood and addressed.

• Relevant economic theory is explained.

• Relevant economic terms are used mostly appropriately.

• Where appropriate, relevant diagram(s) are included and explained.

9–10 • The specific demands of the question are understood and addressed.

• Relevant economic theory is fully explained.

• Relevant economic terms are used appropriately throughout the response.

• Where appropriate, relevant diagram(s) are included and fully explained.
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(b) Using real-world examples, evaluate the view that indirect taxes are more effective

than education in reducing the consumption of demerit goods.              [15]

Answers may include:

• Terminology: indirect taxes, education, demerit goods.

• Explanation: of how indirect taxes may be more effective than education – indirect

taxes can be used to reduce the consumption of demerit goods; the tax may be

difficult to evade and so consumers are made to internalize the negative

externalities; the drawbacks of relying on education such as requires government

expenditure, effects may not be seen immediately, can be ignored.

• Diagram: negative externalities of consumption, impact of indirect taxes and

education in reducing consumption of demerit goods.

• Synthesis (evaluate): consideration of how indirect taxes may be less effective than

education in reducing the consumption of demerit goods; they may have a price

inelastic demand, indirect taxes may be a heavier burden on the lower income

groups of people; difficult to equate the tax to the value of the negative externalities

and so may be too high or too low; explanation of why education may be more

effective – education may target youth to reduce consumption of demerit goods,

reduces imperfect information; overall evaluation.

• Real-world examples: of where indirect taxes and education programmes have been

implemented to reduce the consumption of demerit goods.

A maximum of [9] should be awarded if only indirect taxes or education are addressed. 

Examiners should be aware that candidates may take a different approach which, 

if appropriate, should be rewarded. 

N.B. It should be noted that terms, diagrams, theory and examples that have already 

been given in part (a), and then referred to in part (b), should be rewarded. 
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Assessment Criteria 

Part (b) 15 marks 

Marks Level descriptor 

0 • The work does not reach a standard described by the descriptors below.

1–3 • The response indicates little understanding of the specific demands of the question.

• Economic theory is stated but it is not relevant.

• Economic terms are stated but they are not relevant.

• The response contains no evidence of synthesis or evaluation.

• A real-world example(s) is identified but it is irrelevant.

4–6 • The response indicates some understanding of the specific demands of the question.

• Relevant economic theory is described.

• Some relevant economic terms are included.

• The response contains evidence of superficial synthesis or evaluation.

• A relevant real-world example(s) is identified.

7–9 • The response indicates understanding of the specific demands of the question,

but these demands are only partially addressed.

• Relevant economic theory is partly explained.

• Some relevant economic terms are used appropriately.

• Where appropriate, relevant diagram(s) are included.

• The response contains evidence of appropriate synthesis or evaluation but

lacks balance.

• A relevant real-world example(s) is identified and partly developed in the context of

the question.

10–12 • The specific demands of the question are understood and addressed.

• Relevant economic theory is explained.

• Relevant economic terms are used mostly appropriately.

• Where appropriate, relevant diagram(s) are included and explained.

• The response contains evidence of appropriate synthesis or evaluation that is

mostly balanced.

• A relevant real-world example(s) is identified and developed in the context of

the question.

13–15 • The specific demands of the question are understood and addressed.

• Relevant economic theory is fully explained.

• Relevant economic terms are used appropriately throughout the response.

• Where appropriate, relevant diagram(s) are included and fully explained.

• The response contains evidence of effective and balanced synthesis or evaluation.

• A relevant real-world example(s) is identified and fully developed to support

the argument.
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2. (a) Explain how the Lorenz curve diagram may be used to measure a change in the 

distribution of income.  [10] 

Answers may include: 

• Terminology: Lorenz curve, distribution of income.

• Explanation: of how the line of perfect income equality demonstrates how income is

distributed equally across the country in terms of a cumulative 20% of the population

earns a cumulative 20% of the country’s income; of how the Lorenz curve illustrates

what percentage of a country´s income is earned by each quintile of the population.

It illustrates how income is distributed throughout the population of a country,

including all possible income distribution situations; of how the further the Lorenz

curve is away from the line of perfect income equality, the closer the GINI coefficient

is to 1, the more unequal is the distribution of income, and vice versa.

• Diagram: Lorenz curve showing changes in the distribution of income.

A maximum of [6] should be awarded if there is no explanation of “a change”. 

Assessment Criteria 
Part (a) 10 marks 

Marks Level descriptor 

0 • The work does not reach a standard described by the descriptors below.

1–2 • The response indicates little understanding of the specific demands of the question.

• Economic theory is stated but it is not relevant.

• Economic terms are stated but they are not relevant.

3–4 • The response indicates some understanding of the specific demands of the question.

• Relevant economic theory is described.

• Some relevant economic terms are included.

5–6 • The response indicates understanding of the specific demands of the question,

but these demands are only partially addressed.

• Relevant economic theory is partly explained.

• Some relevant economic terms are used appropriately.

• Where appropriate, relevant diagram(s) are included.

7–8 • The specific demands of the question are understood and addressed.

• Relevant economic theory is explained.

• Relevant economic terms are used mostly appropriately.

• Where appropriate, relevant diagram(s) are included and explained.

9–10 • The specific demands of the question are understood and addressed.

• Relevant economic theory is fully explained.

• Relevant economic terms are used appropriately throughout the response.

• Where appropriate, relevant diagram(s) are included and fully explained.
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(b) Using real-world examples, discuss the role of taxation in reducing income and wealth

inequalities.                                                                                                 [15]

Answers may include:

• Terminology: taxation (indirect and direct), income and wealth inequalities.

• Explanation: in terms of the role of direct taxation such as how the progressive tax

structure can be used to redistribute income from the higher income groups to the

lower income groups, how corporate and wealth taxes are used to reduce income

and wealth inequalities; and the role of indirect taxation as an efficient way for

governments to collect tax revenue and provide transfer payments for the lower

income groups.

• Diagram: Lorenz curve, demand and supply diagram showing the impact of indirect

taxation.

• Synthesis (discuss): limitations of direct taxation – disincentive to work and innovate,

adverse impact on economic growth; limitations of indirect taxation – worsen

inflationary pressures, increased cost of living, reduced access to goods and

services, regressive impact as not related to income.

• Real-world examples: of direct and indirect taxation used to reduce income and

wealth inequality.

As the question is about reducing income and wealth inequalities, a maximum of [12] 

should be awarded if there is no mention of income and wealth. 

Examiners should be aware that candidates may take a different approach which, 

if appropriate, should be rewarded. 

N.B. It should be noted that terms, diagrams, theory and examples that have already 

been given in part (a), and then referred to in part (b), should be rewarded. 
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Assessment Criteria 

Part (b) 15 marks 

Marks Level descriptor 

0 • The work does not reach a standard described by the descriptors below.

1–3 • The response indicates little understanding of the specific demands of the question.

• Economic theory is stated but it is not relevant.

• Economic terms are stated but they are not relevant.

• The response contains no evidence of synthesis or evaluation.

• A real-world example(s) is identified but it is irrelevant.

4–6 • The response indicates some understanding of the specific demands of the question.

• Relevant economic theory is described.

• Some relevant economic terms are included.

• The response contains evidence of superficial synthesis or evaluation.

• A relevant real-world example(s) is identified.

7–9 • The response indicates understanding of the specific demands of the question,

but these demands are only partially addressed.

• Relevant economic theory is partly explained.

• Some relevant economic terms are used appropriately.

• Where appropriate, relevant diagram(s) are included.

• The response contains evidence of appropriate synthesis or evaluation but

lacks balance.

• A relevant real-world example(s) is identified and partly developed in the context of

the question.

10–12 • The specific demands of the question are understood and addressed.

• Relevant economic theory is explained.

• Relevant economic terms are used mostly appropriately.

• Where appropriate, relevant diagram(s) are included and explained.

• The response contains evidence of appropriate synthesis or evaluation that is

mostly balanced.

• A relevant real-world example(s) is identified and developed in the context of

the question.

13–15 • The specific demands of the question are understood and addressed.

• Relevant economic theory is fully explained.

• Relevant economic terms are used appropriately throughout the response.

• Where appropriate, relevant diagram(s) are included and fully explained.

• The response contains evidence of effective and balanced synthesis or evaluation.

• A relevant real-world example(s) is identified and fully developed to support

the argument.
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3. (a) Explain how dependence on primary sector production may act as a barrier to economic 

growth.  [10] 

Answers may include: 

• Terminology: primary sector production, economic growth.

• Explanation: of how, when there are changes in demand and/or supply, the prices of

primary products fluctuate more widely than the prices of manufactured goods

because they tend to have low PEDs and low PESs; this has implications for

farmers’ incomes, agricultural investment, employment and wages in the primary

sector, export earnings, the balance of payments and government revenues; primary

products also tend to have a lower income elasticity of demand than manufactured

goods; the problems of overspecialization; the supply side problems of climate

change leading to freak weather patterns; how the above impact negatively on

economic growth.

• Diagram: use of any relevant diagram such as a demand and supply diagram

showing price volatility of primary products or use of an AD/AS diagram.

Assessment Criteria 

Part (a) 10 marks 

Marks Level descriptor 

0 • The work does not reach a standard described by the descriptors below.

1–2 • The response indicates little understanding of the specific demands of the question.

• Economic theory is stated but it is not relevant.

• Economic terms are stated but they are not relevant.

3–4 • The response indicates some understanding of the specific demands of the question.

• Relevant economic theory is described.

• Some relevant economic terms are included.

5–6 • The response indicates understanding of the specific demands of the question,

but these demands are only partially addressed.

• Relevant economic theory is partly explained.

• Some relevant economic terms are used appropriately.

• Where appropriate, relevant diagram(s) are included.

7–8 • The specific demands of the question are understood and addressed.

• Relevant economic theory is explained.

• Relevant economic terms are used mostly appropriately.

• Where appropriate, relevant diagram(s) are included and explained.

9–10 • The specific demands of the question are understood and addressed.

• Relevant economic theory is fully explained.

• Relevant economic terms are used appropriately throughout the response.

• Where appropriate, relevant diagram(s) are included and fully explained.
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(b) Using real-world examples, evaluate the view that economic growth and economic

development are best achieved through the use of market-based policies. [15] 

Answers may include:

• Terminology: economic growth, economic development, market-based policies.

• Explanation: of the view in terms of the effectiveness of such policies as trade

liberalization, privatization and deregulation in promoting economic growth and

development.

• Diagram: any relevant diagram such as an AD/AS or PPC diagram.

• Synthesis (evaluate): a challenge to the view in terms of the drawbacks of market-

based policies and the advantages of interventionist policies involving redistribution

of income and government provision of merit goods and infrastructure development;

consideration of FDI, foreign aid, multilateral development assistance, institutional

change; consideration of “best”.

• Real-world examples: of countries which have used market-based or interventionist

policies to achieve economic growth and development.

A maximum of [9] should be awarded if only growth or development is considered. 

As the question requires an evaluation of “best achieved”, a maximum of [12] should be 

awarded where no other policies are considered, as the question would not be fully 

addressed. For [13] or more, the synthesis and evaluation must be effective and 

balanced and there must be at least some mention of alternate policies. 

Examiners should be aware that candidates may take a different approach which, 

if appropriate, should be rewarded. 

N.B. It should be noted that terms, diagrams, theory and examples that have already 

been given in part (a), and then referred to in part (b), should be rewarded. 
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Assessment Criteria 

Part (b) 15 marks 

Marks Level descriptor 

0 • The work does not reach a standard described by the descriptors below.

1–3 • The response indicates little understanding of the specific demands of the question.

• Economic theory is stated but it is not relevant.

• Economic terms are stated but they are not relevant.

• The response contains no evidence of synthesis or evaluation.

• A real-world example(s) is identified but it is irrelevant.

4–6 • The response indicates some understanding of the specific demands of the question.

• Relevant economic theory is described.

• Some relevant economic terms are included.

• The response contains evidence of superficial synthesis or evaluation.

• A relevant real-world example(s) is identified.

7–9 • The response indicates understanding of the specific demands of the question,

but these demands are only partially addressed.

• Relevant economic theory is partly explained.

• Some relevant economic terms are used appropriately.

• Where appropriate, relevant diagram(s) are included.

• The response contains evidence of appropriate synthesis or evaluation but

lacks balance.

• A relevant real-world example(s) is identified and partly developed in the context of

the question.

10–12 • The specific demands of the question are understood and addressed.

• Relevant economic theory is explained.

• Relevant economic terms are used mostly appropriately.

• Where appropriate, relevant diagram(s) are included and explained.

• The response contains evidence of appropriate synthesis or evaluation that is

mostly balanced.

• A relevant real-world example(s) is identified and developed in the context of

the question.

13–15 • The specific demands of the question are understood and addressed.

• Relevant economic theory is fully explained.

• Relevant economic terms are used appropriately throughout the response.

• Where appropriate, relevant diagram(s) are included and fully explained.

• The response contains evidence of effective and balanced synthesis or evaluation.

• A relevant real-world example(s) is identified and fully developed to support

the argument.




