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1. (a) Explain why the price elasticity of supply (PES) for primary commodities is generally 

lower than the PES for manufactured products. [10] 

Answers may include: 

• Terminology: PES, primary commodities, manufactured products.

• Explanation: of the PES for primary commodities being more inelastic (lower) than

the PES for manufactured products in terms of factors such as the time period, the

rate at which costs increase, mobility of factors of production, ability to store and

unused capacity.

• Diagram: diagram(s) showing relatively elastic and inelastic supply curves.

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 consequences for markets and stakeholders of

an increase in indirect tax on a good or service. [15] 

Answers may include:

• Terminology: market, stakeholder, indirect tax.

• Explanation: that the tax will shift the supply curve to the left, increase the price and

reduce the quantity demanded; explanation of the possible consequences for

consumers, producers, workers, the government, markets and society as a whole.

• Diagram: a D&S diagram showing the impact of a shift of the supply curve to the left;

the effect of the tax on consumers and producers.

• Synthesis (discuss): the importance of PED and PES, the impact on market signals,

resource allocation and allocative efficiency; whether the tax is specific or ad

valorem; the extent of the increase in the tax; the regressive nature of the tax;

possible macroeconomic consequences.

• Examples: real-world examples of indirect taxes being increased or imposed on

goods or services.

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 and the Gini coefficient (index) may be used to measure 

the degree of income inequality in a country. [10] 

Answers may include: 

• Terminology: income inequality, Lorenz curve, Gini Coefficient.

• Explanation: use of the Lorenz curve diagram to explain the degree of income

inequality in an economy and an explanation of the Gini coefficient as a numerical

summary measure of the information contained in the Lorenz curve.

• Diagram: a Lorenz curve diagram.

A maximum of [6] may be awarded if only the Lorenz curve or the Gini coefficient is 

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.



– 7 – 2225 – 5204M 

(b) Using real-world examples, evaluate the view that the most effective way that a

government can reduce inequality is through a system of progressive direct taxation. [15] 

Answers may include:

• Terminology: inequality, progressive tax, direct taxation.

• Explanation: of the view in terms of the impact of progressive direct taxes on

personal incomes, corporate incomes and wealth and the scope provided for a

government to redistribute the revenues gained to the less well-off.

• Diagram: use of a Lorenz curve diagram.

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

progressive taxation such as the possible disincentive effects on work, saving,

investment and efficiency; the counter-arguments to the disincentive effects;

consideration of other policies such as investment in human capital, transfer

payments, targeted spending on goods and services, a universal basic income,

policies to reduce discrimination and minimum wages; consideration of “most

effective”.

• Examples: real-world examples of direct progressive taxation being used to lessen

inequality, or other methods being used.

As the question requires an evaluation of “most effective”, 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 at least be some mention of alternative 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.
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3. (a) Explain two implications of a persistent deficit on the current account of a country’s 

balance of payments. [10] 

Answers may include: 

• Terminology: balance of payments, current account of the balance of payments,

deficit on the current account.

• Explanation: of any two implications such as for exchanges rates, interest rates,

foreign ownership of domestic assets, debt, credit ratings, demand management,

economic growth.

• Diagram: appropriate use of any relevant diagram such as an AD/AS diagram or an

exchange rate diagram.

A maximum of [6] may be awarded if only one implication is 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 a country’s deficit on the current

account of its balance of payments can best be corrected through a fall in its

exchange rate. [15] 

Answers may include:

• Terminology: balance of payments, current account of the balance of payments,

deficit on the current account, exchange rate.

• Explanation: of the view in terms of how depreciation (an expenditure switching

policy) can be used to correct a current account deficit via its effect on the relative

price of exports (lower) and imports (higher) which should increase the demand for

exports and reduce the demand for imports.

• Diagram: appropriate use of any relevant diagram such as an exchange rate

diagram, an AD/AS diagram, a J curve diagram or a tariff diagram.

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

depreciation such as higher import prices causing cost push inflation and the

importance of the Marshall-Lerner condition and the J-curve effect; the possibility of

competitive depreciations; economic conditions in other countries; consideration of

the effectiveness of other policies such as expenditure reducing, trade protection and

supply-side policies; consideration of the word “best”.

• Examples: real-world examples of countries using exchange rate depreciation to

correct a current account deficit or other methods.

As the question requires an evaluation of “best”, 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 at least be some mention of alternative 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.




