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Example candidate response

Examiner comment

This answer gains full marks. The candidate provides an accurate calculation, although it would have been 

better if the balances had been shown in Australian dollars. It then goes on to make the comparative points 

that the balances of both areas had improved and that the balance in Australia had improved at a greater 

rate.

Mark awarded = 4 out of 4
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Example candidate response

Examiner comment

This answer contains the necessary calculation, but fails to provide any comparative comment. As a result 

the maximum mark available is two. The question clearly asks the candidate to ‘calculate and compare’. 

Careful reading of question requirements is essential for maximum marks.

Mark awarded = 2 out of 4
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Example candidate response
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Examiner comment

This candidate provides a very confused calculation. In addition there is no real direct, comparative 

comment. There is some understanding of the meaning of ‘trade balance’ however and the recognition 

that in Australia the balance changes from a deficit to a surplus. It was considered to have sufficient 

understanding for one mark.

Mark awarded = 1 out of 4

Question 1(a)(ii)

Mark scheme

Example candidate response

Examiner comment

This answer gains both marks available. The idea of the ‘real growth in the trade balance’ and the fact that 

inflation distorts the real balance shows that there is clear understanding here.

Mark awarded = 2 out of 2

Example candidate response
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Examiner comment

This candidate gains a mark for the recognition that using constant prices is better because of the distorting 

effects of inflation and a change in the exchange rate. For a further mark the candidate needed to say a 

little more on why it was ‘better’. This could have been for example a statement that the measurement was 

more accurate in real terms or that it would show the changes in the actual volume of trade.

Mark awarded = 1 out of 2

Example candidate response

Examiner comment

This candidate clearly does not understand the idea of ‘constant prices’. An attempt is made to suggest a 

possible meaning, but with little success.

Mark awarded = 0 out of 2

Question 1(b)

Mark scheme
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Example candidate response

Examiner comment

This candidate provides two relevant and additional pieces of information that would be useful in judging 

Australia’s international position. Both are explained with sufficient clarity and detail to ensure full marks.

Mark awarded = 4 out of 4
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Example candidate response

Examiner comment

This candidate identifies the terms of trade as an additional piece of information that would be useful in 

judging Australia’s international financial position. The answer then goes on to explain how the terms of 

trade are calculated. This is worth two marks. The second piece of information identified by the candidate is 

the ‘ Current Account’. This fails to score because without elaboration, this is too vague. If the candidate had 

gone on to identify and explain some items within the Current Account, this would have been acceptable 

and would have gained further credit.

Mark awarded = 2 out of 2

Example candidate response
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Examiner comment

This candidate identifies the Consumer Price Index and the Balance of Trade as two additional pieces of 

information. These were not acceptable because both of these were provided in Table 1 and could not 

therefore be considered as ‘additional’. This was a very common error amongst candidates. The most likely 

cause of this error was a failure to read the question requirements carefully and many candidates gained no 

marks here as a result.

Mark awarded = 0 out of 4

Question 1(c)

Mark scheme

Example candidate response 

Examiner comment

This concise answer was awarded full marks. The candidate starts by showing a clear understanding of the 

meaning of ‘real terms’. An accurate calculation is then provided showing that inflation rose by 11.2% whilst 

nominal earnings rose by 14.6%. This was then followed by the correct conclusion that in real terms the 

average weekly earnings rose.

Mark awarded = 4 out 4
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Example candidate response
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Examiner comment

This answer showed understanding of the meaning of ‘real terms’, but unfortunately the candidate was 

unable to use the data to perform all parts of the calculation. A mark was awarded for the correct calculation 

of the percentage change in nominal earnings, but there is no figure provided for the percentage increase in 

prices. This meant that no conclusion regarding the change in real terms could be reached. 

Mark awarded = 2 out of 4

Example candidate response

Examiner comment

This candidate understands the meaning of ‘real terms’ and gains a mark for this, however the candidate’s 

application and data handling skills are weak. The candidate does not grasp the distinction between absolute 

figures, percentages and index numbers and fails to gain any marks for the calculation.

Mark awarded = 1 out of 4

Question 1(d)
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Mark scheme

Example candidate response
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Examiner comment

This answer starts by describing some features of the Northern Territory economy before identifying 

information provided in the data that would allow a judgement to be made concerning the economic 

prospects of this area. The surplus on the trade balance, which is expected to grow, is identified. The 

candidate then provides some inaccurate estimates of the rate of inflation but goes on to explain the 

dangers of a high rate of inflation. Some good analysis is then provided using relevant economic concepts. 

The final paragraph provides a valid comment on the danger of the Northern Territories relying upon natural 

resources which might run out. A rather fuller comment on the future economic prospects of the region 

would have resulted in full marks for this answer.

Mark awarded = 5 out of 6

Example candidate response
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Examiner comment

This candidate identifies and then explains two items of data that could be used to assess the economic 

prospects of Northern Territory. Good explanations of the inflation rate and the unemployment rate and the 

significance of each are provided. Marks are lost here however, because there is insufficient attention paid 

to an assessment of the overall prospects for the region. No comment is provided for example on whether 

the negative indicators might be more powerful than the positive indicators. This comment might have been 

supplied in a concluding paragraph in which some evaluative judgement might have been provided.

Mark awarded = 4 out of 6

Example candidate response
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Examiner comment

This candidate refers to a very wide range of economic indicators shown in the data. The answer starts with 

a description of the Northern Territory and then goes on to list the contents of Table 1. The weakness is that 

none of the indicators are used to answer the question. For example, it is stated that the unemployment 

rate is expected to rise from 3.7% to 5.7% and that this is ‘worse’ for the Northern Territory. This is 

clearly the case, but there is no explanation of why this is so. A simple statement that, for example, a rise 

in unemployment represents a waste of potential output or that the increase in unemployment benefits 

represents a drain on government finances would have been sufficient for a further mark here. Explanation 

of the points identified would have allowed an evaluative conclusion to be reached on the economic outlook 

of the region.

Mark awarded = 2 out of 6
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Question 2(a)

Mark scheme
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Example candidate response
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Examiner comment

This is a very full answer. The candidate starts by providing a sound explanation of the mixed economy. 

The answer then goes on to consider a wide range of roles that the government undertakes in a mixed 

economy. The comment is made that the role of the government is to maximise welfare and various types 

of government intervention to achieve this are explained. These include price controls, policy concerning 

demerit and merit goods, the provision of public goods and the need to ensure law and order so that the 

private sector can operate.

Mark awarded = 8 out of 8



Paper 2

25 Cambridge International AS and A Level Economics 9708

Example candidate response
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Examiner comment

This answer starts with a rather uncertain explanation of the ‘mixed economy’.  It then continues with 

a number of reasons for government intervention, which are valid, but left insufficiently explained.  The 

answer ends with a very confused concluding paragraph.

Mark awarded = 5 out of 8
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Example candidate response 
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Examiner comment

This candidate produces quite a weak answer. There is no clear explanation of the meaning of the term 

‘mixed economy’ provided at the start of the essay. The role of the government is considered very briefly 

and there is a limited range in the reasons for intervention considered. The structure and content of the 

answer are both limited and a middling mark is the result.

Mark awarded = 4 out of 8

Question 2(b)

Mark scheme
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Example candidate response 
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Examiner comment

This is an excellent answer. The features of public and merit goods are each explained in sufficient depth. 

It is clear that the candidate has a firm grasp of each type of good and can distinguish between them. This 

allows the candidate to consider whether each ‘must’ be provided by the government. The view reached on 

each type of good is clear and this is confirmed in a brief conclusion.

Mark awarded = 12 out of 12
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Example candidate response 
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Examiner comment

This answer contains evidence of an understanding of the main features of public and merit goods and 

gains marks for this. It would have been awarded further marks if the question had been answered more 

convincingly. A crucial point has been missed. This is that the government ‘must’ provide public goods 

because the free rider problem, which is mentioned by the candidate, means that private firms cannot 

charge a price and as a result cannot make profits from their provision. A more assured explanation of this 

point would have meant that the candidate would have provided a much more convincing answer to the 

question set.

Mark awarded = 9 out of 12
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Example candidate response 
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Examiner comment

This is a very poor answer that displays a complete lack of understanding, together with very poor exam 

technique. The candidate starts by stating that public goods are non-excludable and non-rival. This 

is correct, but it is clear from the explanation provided of each feature that the candidate has tried to 

learn these terms rather than understand them. This lack of understanding continues in the candidate’s 

explanation of merit goods. It is correctly stated that these goods are excludable and that they have positive 

externalities, but these features are not explained sufficiently, nor are they used to answer the question 

about government provision. The answer then drifts into irrelevance with an explanation of demerit goods 

and some quite general comments on the benefits of for example education. 

Mark awarded = 2 out of 12

Question 3(a)

Mark scheme
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Example candidate response 
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Examiner comment

This is a very good answer that displays a good grasp of the required supply and demand concepts allowing 

a very successful analysis of the possible causes of the increase in sales of electronic goods. Diagrams 

are accurate and the examples provided of a possible increase in demand and increase in supply of these 

products are valid and appropriate. 

Mark awarded = 8 out of 8
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Example candidate response 
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Examiner comment

This answer contains some quite valid comment on the possible reasons for the increase in sales of 

electronic goods. Supply and demand curves are outlined and there are suggested reasons offered for shifts 

in both the demand curve and the supply curves. Some of the explanation provided is incorrect however 

and fails to score as highly as it could.

Mark awarded = 6 out of 8
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Example candidate response 
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Examiner comment

This is a weak answer. It is poorly focused and contains irrelevant material. The candidate seems aware of 

factors that affect sales, such as advertising and the price of the product, but there is no development of a 

supply and demand framework within which the answer can be delivered. As a result the candidate scores 

for one or two points made in a disorganised framework.

Mark awarded = 2 out of 8

Question 3(b)

Mark scheme
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Example candidate response
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Examiner comment

This candidate clearly identifies two reasons for the imposition of an indirect tax.  Each is explained clearly.  

Although the second reason identified has the effectiveness of the tax examined, the first reason does not 

consider this aspect of the question.  The question clearly states that effectiveness should be considered, 

so marks are lost and the mark awarded less than it could have been.

Mark awarded = 8 out of 12
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Example candidate response 
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Examiner comment

Candidates were asked to identify two possible reasons for the imposition of an indirect tax. This candidate 

is unclear on the possible reasons. The reference to demand-pull inflation is confused. There seems to be 

a recognition that indirect taxes can raise revenue, but this is not developed. Similarly, the explanation of a 

trade account deficit is not fully clear. In terms of effectiveness, it is correct to refer to the price elasticity of 

the taxed profit, but this candidate does not apply the concept successfully. The answer also fails to define 

or explain, ‘indirect tax’.

Mark awarded = 5 out of 12
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Example candidate response 
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Examiner comment

This candidate identifies two valid reasons for an increase of an indirect tax, although one reason is not 

expressed very well. The supporting analysis is confused however and fails to answer the question set. 

The diagram is incorrect and there is considerable irrelevance. This suggests that the candidate lacked the 

necessary knowledge and understanding to attempt this question.

Mark awarded = 3 out of 12
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Question 4(a)

Mark scheme
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Example candidate response 
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Examiner comment

This candidate explains both the division of labour and money as a medium of exchange. The answer goes 

on to explain how money facilitated exchange through the removal of barter and the necessity of a double 

coincidence of wants. This encouraged growth and the division of labour. Each concept together with the 

link between them is explained ensuring full marks.

Mark awarded = 8 out of 8
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Example candidate response 
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Examiner comment

This candidate explains in some detail the division of labour and identifies this as an aspect of specialisation. 

Money is also identified as a medium of exchange. This scores highly. Unfortunately, the candidate scores 

very few marks for the second part of the mark scheme. There is very little on the link between the use of 

money and the growth of the division of labour and trade.

Mark awarded = 5 out of 8
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Example candidate response 

Examiner comment

This is a very poor answer that does not go far beyond a very basic grasp of the two central concepts. The 

candidate gives a very brief definition of the division of labour but there is little accompanying explanation or 

attempt to illustrate the process through examples. The answer also contains some irrelevant comment on 

the disadvantages of the division of labour. This is followed by a list of the functions of money. Again this is 

far too brief. The candidate fails to display any idea of the link between the two concepts.

Mark awarded = 3 out of 8
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Question 4(b)

Mark scheme
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Example candidate response 
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Examiner comment

This answer provides a good definition of inflation which gains credit. There is also a strong analytical 

framework based upon demand-pull, cost-push and monetary explanations of inflation. These gain full 

marks as per the mark scheme. There is also an analysis provided of the relative influence of consumers, 

producers and the government linked to these explanations. The candidate also concludes that it is the 

interaction of all three agents that causes inflation. This is an acceptable conclusion at this level.

Mark awarded = 12 out of 12
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Example candidate response 
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Examiner comment

The candidate starts with a definition of inflation. This gains some credit. The answer then lists and gives 

a brief explanation of demand-pull, cost-push and monetary explanations of inflation. Each is generally 

satisfactory, although lacking in depth and reference to economic frameworks. These gain credit, but 

the main weakness of the answer is the limited focus on the behaviour of producers, consumers and 

governments. This means that a full discussion of which is most likely to cause inflation is not provided and 

this leads to the very weak conclusion and a disappointing mark.

Mark awarded = 7 out of 12

Example candidate response 
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Examiner comment

This candidate is aware of how the government might cause inflation, but this is presented as a few isolated 

points and is not developed within a conceptual framework. Similarly, reference is made to producers and 

consumers, but without the conceptual framework, the candidate is unable to develop the answer to gain a 

good mark.

Mark awarded = 5 out of 12


