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SECTIONA
Answer ALL questions in this section.

You should spend 35 minutes on this section. Use the data to support your answers where
relevant. You may annotate and include diagrams in your answers.

Statement 1 The Swedish Government increased the amount it spends on health as
a percentage of GDP from 8.5% in 2010 to 11.0% in 2016.

Statement 2 The Irish Government decreased the amount it spends on health as a
percentage of GDP from 10.5% in 2010 to 7.9% in 2016.

(@) Which one of the following best describes the two statements?
(1)

Both statements are normative
Statement 1 is normative and statement 2 is positive

Both statements are positive

O Nn ©w >

Statement 1 is positive and statement 2 is normative

Answer
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Consumer
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2 The diagrams show the Georgian economy at position X on the production possibility
frontier LL in 2010.

Georgia’s population decreased by 723 000 between 2010 and 2015.

(@) In which of the diagrams does the movement from X to Y illustrate this decrease
in population?

(1)

Consumer
goods

L

Consumer
goods
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(b) Explanation

(Total for Question 2 = 4 marks)
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3 The table shows estimates of the price elasticity of demand and income elasticity of SRS S8
. e . .o KL KL
demand for electricity in Hawaii. S 88
SIS SR
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Price elasticity of demand -0.07
Income elasticity of demand +0.13
<
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(Source: http://files.hawaii.gov/dbedt/economic/data_reports/
reports-studies/Elasticity_Section_5-10-11_Final.pdf)

(a) From this information it can be deduced that
(1)

A anincrease in income will lead to a more than proportionate increase in
demand for electricity

B anincrease in the price of electricity will increase total revenue for electricity
suppliers

electricity is an inferior good
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(b) Explanation

(Total for Question 3 = 4 marks)
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4 In the UK, sales of hybrid electric vehicles increased from 1 100 in 2013 to 27 000 S KBS
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(a) If the owners decide to apply the division of labour in the production process, this
may lead to an increase in
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7 (a) One of the roles of the state in a mixed economy is to

(1)
subsidise goods with external costs
provide public goods

impose taxation on goods with external benefits
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allocate resources using the price mechanism
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(b) Explanation

(Total for Question 7 = 4 marks)

J

1

Turn over

P 5 6 1.6 6 A0 1 1 4 0

>



q Yo
S 8L

: , S

8 InJanuary 2015 the South Korean Government introduced a tradable pollution SRS S8

. . . R QC5KE QC5KE

permit scheme. The scheme involved 525 firms and aimed to reduce carbon S35 S
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emissions by 22% between 2012 and 2030. -G

(@) The tradable pollution permit scheme will
(1)
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tax firms that pollute above their permitted level

allow those that have spare permits to sell them to polluting firms

O n W >

allow those that pollute above the permitted level to sell permits
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(b) Explanation
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SECTIONB
Answer EITHER Question 9 OR Question 10
You should spend 55 minutes on this section.
If you answer Question 9 put a cross in the box [ .
Question 10 starts on page 26.
The market for dairy products
Extract 1 The rising price of butter

The global price of butter increased from €2 500 per tonne in April 2016 to €4 500 in
September 2017.

The price increased because of the rise in the popularity of baking. Health experts
have also suggested that butter is not as fattening as previously thought. Butter
consumption has increased in China and Japan. Globally there was a 19% increase in
consumer demand between 2016 and 2017. Low milk prices in 2014 and 2015 led to
many dairy farmers leaving the market. This resulted in less milk being available to
butter producers.

In France, the price of pastries increased significantly in 2017. A large quantity of
butter is used in the production of pastries. UK manufacturers of biscuits, cakes,
pastries and fudge have experienced an 80% rise in the cost of butter in one year. The
Food and Drink Federation Scotland said that Scottish manufacturers have not yet
passed on the cost increases but that higher prices were inevitable. A spokesperson
for the Fudge Kitchen, in the UK, said that small producers who use butter will

have reached the point where they can no longer absorb the higher costs. Some
manufacturers may switch to cheaper alternatives such as margarine.

(Source: adapted from https://www.connexionfrance.com/French-news/
France-s-butter-shortage-is-worst-in-the-west and ‘Biscuits

are bad for your (financial) health as butter costs soar’ by

Andrew Ellson, 21 October 2017, The Times)

Figure 1 Estimates of elasticity of demand for the UK

Price elasticity of demand for butter -0.38

Cross elasticity of demand for margarine

with respect to the price of butter +0.08

(Source: adapted from http://kokminglee.125mb.com/economics/cped.html)
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Extract 2 European Union (EU) support for the butter market

%
<

05070
QK5
S
5

X
%

<
EIRLELIRKLEL

LSRRI LA

X
KX
fogoses
<K
(KK
XS

%
<

0

CSRISIRLIIRES
5

%%
S

X

XXX
S

0

%

(L 00

SO0
S

<X
SRS

oY%
o
ad:
| %
é
o3
%

A Qp
%

The EU operates an Intervention Butter Scheme which is a buffer stock scheme to

support butter producers. When the price is too low butter will be purchased and

‘o L stored to be sold at a later date. The scheme operates a number of cold storage

S facilities to keep the butter fresh. The scheme will only buy unsalted butter and the 5
B ":‘f’ minimum quantity it will purchase is 20 tonnes. It only buys butter between 1 March

b ; 2 and 31 August each year. If there are excess stocks of butter then some will be sold

SSr B outside the EU. In contrast, when the price is too high butter will be released from the

e S buffer stock.
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25

KL > (Source: adapted from © Crown Copyright https://www.gov.uk/guidance/
A e dairy-farming-and-schemes#milk-marketing-standards)

% ‘,M Extract 3 Nepal subsidy for dairy farmers

SIREKS

KKK

In 2017 Nepal’s Government bought Rs2 billion worth of milk powder from abroad

to meet domestic demand. To reduce the future need to import milk powder, the
Government started a subsidy scheme to support dairy farmers. The subsidy will

offer one rupee per litre. The Government allocated Rs70 million for 2017 in selected 5
s o ‘ regions. To be able to claim the subsidy, farmers need to sell at least 500 litres of milk

a day. Some farmers argue that this scheme only helps larger farms.
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555 5 (Source: adapted from ‘Dairy farmers to get subsidy of a rupee per litre’
14 March 2017 https://thehimalayantimes.com/business/
dairy-farmers-get-subsidy-rupee-per-litre/)

(a) With reference to Extract 1, explain why the price of butter increased between
April 2016 and September 2017. lllustrate your answer with a supply and demand
diagram.

(b) With reference to Extract 1, evaluate the likely effects of the increase in the price
of butter on food manufacturers.

(c) With reference to Figure 1, explain the effect of the increase in the price of butter
on the demand for margarine in the UK.
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(d) With reference to Extract 2, to what extent is it likely that a buffer stock scheme
will reduce price fluctuations of butter?
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(e) With reference to Extract 3, evaluate the impact of the introduction of a subsidy
for milk farmers in Nepal. lllustrate your answer with an appropriate diagram.
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(b) With reference to Extract 1, evaluate the likely effects of the increase in the price
of butter on food manufacturers.
(14)

\. J

17

R 1 P O A Turn over »
P 5 6 1 6 6 A 0 1 7 4 0 urhove



S50 50K
4 ) R KK
SRLRKLS S
SRHLRKS LKL
CEILRS CEILRS
KHRERR RIS
HHRRUK KRR
KKK RRRRIKS
KRR KRS
KHHRR RIS
CRRLLKS SRS
SRS S
LK LK
SRKLRLS SILEK
SHERS SR
ALK ALK
CHRRRR LRSS
o KL
.................................................................................................................................................................................................................................................................................... 1908 o 12054 QR
RIS RS
SIS XS
Fotor~ <ot B o o o
05 6 1ot oS! 1 &
SRS S
ogeTezel LS
DO -0 TR0 © o8
0507 o 0 SRR e~ 05
0595=~20 o R0l = %%
OL 6
prose-a NOsQDION ¥ 5 %9
oo SOMES
R 4
—a e D sl
S KB
.................................................................................................................................................................................................................................................................................... S e
&‘:ﬁ? SXZHES

o
e
e
E
D
LRRLRLKS

<
o5
X

Yore?
e
Vs
KRS

)
35585

5
XA AR A

o5
<X

AR <
oty

IR
SIERRKY
<5
5
<5

XKL
25
besstele!

G5S

e
<5

CRIUCAKRY
e O O 0,

QLKL
SERRRIIEKL

RIS

O

SRS
SR
5

~
o
XS
o
po

ototetotetotetototetede?

%%
LI LICIRLIRRL

XX
RS ISLRSEREEELS

5
020
S

X
CRRCIAARIICH A I HKICA S

KRARIRARKARARARKARAAR AR ARAA AR AR

XA
2K

25
o

%

R
5

o
SRLEEN
K

PN
Ok
sl
S8
2

o7
&
ptote

K%,
SRR

TN

-
%ol

9%

23
K
2

X %
52
%4
R
o

%
o

o2
A
AN
%V
S

o
X
ZHLRRKK

%
K5

vave
2%

Sva
5

20
]
e
%
S

=
%
55

b
2
o

5

oot

%75
<RI
S

bogo]

55
LES
PTdak
St osode!
RRKES

&
&
botetels

2K

)
7%

LR

KKK

R
o2

b0t
K
SRR

v X%
N

XX
X

5%

boo OIS, g8
PO s oSO S 0% #-0-0g8
s o G
SRS S
IS S
Ve LRERRKL
i AR
2ol S
o~ S
KX <)
A
d9%0-+~eS
KRB
B3 ety
.................................................................................................................................................................................................................................................................................... oS
SRS
IR
Qﬂn@&
QUAEE
o o'
9% & 303
SEINELS,
“‘ o ‘0.‘
2 SO
PO SRR
KPP SO
SMILIR NS
KFIRR KRR
poSrssoto SO 9% % X
KXRIKEL R
.................................................................................................................................................................................................................................................................................... SIS L8
Sas e
dovesetelss dovesetelss
LKL S5
KL KKK,
KERIR LK
SRS KRGS
pradetetelet
SEIES,
SRS
KRESS
plosetetele?
\_ ) SRS

RS

P 5 6 1 6 6 A0 1 8 4 0



R
25

Saoteses
SRR
SRIRIKKK

098
L teteter

LR LLLRK,
CRKLXKS
S9NS

P

5

%
Y

0929000

CRRXRS
CRERRS

ORRKKS

L

0
‘V

5

%
o’

2% %%
535

%
%

<X
<&
%,

5
RS
KR
Q’
55

0% %% %%
3%%&
X

o0

o505 %%
LKL
Sdodedet

IRRSEIKBBE
SRS
RS

KRR KRR

K5
.S
SERRRKIHRK)

CRXRLKS

SRLL
25
K
oot oot tetetetetes

2K
2K
o toteloteteted

KREHREREL,
o%

CRKLEARLS

05
&

2K

90
KKK

K
KX
23S
.:.:
%

0% %%
i
s
5
X

0

0 e 08
0900 — 039,
% %%

0505050 %% %%
CRRSIICSR
TR ER
3 K>
DR
X0

%
<

KB
XS

026%0%0%6%0 %9962 5%}

000000
KA ARA
SIS

S0 0.0 00,

%
%
%
3p
IISLIRLRK

Rseseatstateletotolele

0
50K
R
KK
%S

¢
25
255
oS
25
S

Jots
e
XK

20

WY
DS 4 8
Botol 1ees
&l

<

A

58
ALY
XK

%%
%
0?

0 000

RIS
=
Y
XX

%%
re

GOQRK
SRS
o O
SRR

O
S

O
?%&%&

<X
ogose)
~

55 %
RN
S0,

ool
7204

<
>
PR

pogteneted
X

\. y

NP D O D 000 .
Turn over »
P 5 6 1 6 6 A0 1 9 4 0 urnove




SRR SRRELES
( ) g S8
SISEES 5000
KHRERR RIS
HHRRIK KRR
. . . . : : SRR K%
(c) With reference to Figure 1, explain the effect of the increase in the price of butter e g
e S
on the demand for margarine in the UK. R S
SESE S8
SO o
K R
9% o 1008 334
O -
pRogeTerelons
e
B
o e
AHK
SN Y
KA K
GRS
K K
KA R
o SRS
KGR IXS SRR
.................................................................................................................................................................................................................................................................................... KBRS X
PRosar oSG ON 598
Sotees Mot soo ¢
SPPIRK s
IS SO
o’op,:,: DL Tavaded
5o oS0 es
= Sk
‘4»05:0
%

[90%.— %
K2
< i<

<
o

w e

ok
5

RS

<
2
)
v
<
%

-
-
35
3
5%

RS
IS eessseteseteotetetess esesesosotese!

S

5

XX

bofosesesessses

0%

SRR

0:00000000000000
0%
XX

9%
19000000 0 000
SIS

G

20,
[
%%
Soress

%
L&
X
oot

o A
vl
030

0%

oS00}
LRLRKK

%%

oot et etetetetotetetotetoteteototetotete!

ORRAKAKARRARKAARARK A ARA KA ARA KA ARA KA

RIS XKICR KKK XRIR

XA
2K
25

o

&
"%
5

9%
@
K
2

X %
52
" <J
o
o

%
o

o

i

RS
5

SRS

.V
LK

232

] %

bs
\vavaviv,
RS

it
%

%
5
oot

XX
&5

5%
%
55

K
FEN

o %

pLotes o)

K

K]
1
ba%
8

&
&
K

‘V
X

XX
X

%74
>
prols

.
o
S5

<
&

0%e’s
o
-~ )

005930

SR

5
(]
[}
0503
S5

%
&

<

<
888
§ e 3
N e )
e
X

X CICIRAR
R
‘

N

<
NS
oe%s

&

P 5 6 1 6 6 A0 2 0 4 0



R
25

Saoteses
SRR
SRIRIKKK

098
L teteter

LR LLLRK,
CRKLXKS
S9NS

P

5

%
Y

0929000

CRRXRS
CRERRS

ORRKKS

L
0
s
5

%
o’

\/

%
QL
&t
Y
55
L

4&&%& %
R
GRS

Qp’

LK

ot
d0%es
oa%es

o oteleletetels

SR

oot totetetetetets
25555
3585

KREHREREL,
o%

REHKS
SRS
So0tetetodetetels

%

o
<
XK

SeSoletetetodets
oot oot tetetetetes

90

K
KX
23S
.:.:
%

0% %%
i
s
5
X

2

X g 3
o900~ 9%
2 Yo%

S
LA
YLD
K>
e
0%

9.9.%

X LK
XL

CH
2

%
<

pososeses
RS

026%0%0%6%0 %9962 5%}

RS
5 passtes
SLIRRIEINGAES

%
CRIIIAIIRKY

€5
QS
SRRRHRLELGRKES

008

resesed
2K
S

o

%

<
5

<>
&
<
B
<

o
<X

[0
%

o=

K
<X

WY
DS 4 8
Botol 1ees

<
>
PR

B2 rave%y
SAEXRL
KRG,

5
P

KGR

%%
%
<
%

(%929

KK
s es e tete!
celitatesete e
SR

O
S

O
?%&%&

TR
SR
Qﬁxﬁ‘

© %

g&
& X
63

(d) With reference to Extract 2, to what extent is it likely that a buffer stock scheme
will reduce price fluctuations of butter?
(10)
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(e) With reference to Extract 3, evaluate the impact of the introduction of a subsidy
for milk farmers in Nepal. lllustrate your answer with an appropriate diagram.
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There was a sharp fall in the price of oil in the second half of 2014. This was caused by

the discovery and extraction of large quantities of oil in the USA and an increase in
production in Iraq, Libya and Saudi Arabia. Further, there was a fall in global demand
resulting from slow growth in Europe and China. 5

Qatar earned $69.4 billion in oil revenue in 2012. This figure fell to $24.0 billion in

2016. Consequently the Government was not able to raise enough tax revenue to

cover its spending. To raise more tax revenue Qatar decided to introduce its first

indirect tax on the sale of goods and services at a rate of 5%. The tax will be applied

to clothes, food and technology products. 10
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(Sources: adapted from ‘Why crude oil prices keep falling and
falling, in one simple chart; by Brad Plumer, 8 February 2016,
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In 2010 Qatar was given permission to host the 2022 football World Cup. Since then

the Qatari Government has launched construction projects to build sports stadiums.

It will also need to improve energy production and has decided to invest in solar

energy to increase solar production to 30% by 2030. There is little potential for wind 5
turbines. In 2015 all electricity was generated using natural gas.
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Two million migrant workers have moved to Qatar to work in the construction

industry. After criticism about the poor treatment and low wages awarded to these

workers, the Government has decided to introduce a minimum wage for construction
workers. There have been no commitments about the level at which the minimum 10
wage will be set and no guarantee as to when it will start.

SO

§§§§§§§§§§ (Source: adapted from ‘Qatar ‘to introduce’ minimum wage as part of labor reforms;
5558 26 October 2017, http://newsinfo.inquirer.net/940594/news-gatar-minimum-
§§§§§§ wage-foreign-labor-kafala and ‘Qatar’s power generation capacity to surge by
§§§§§§§§§ 50%); by Satish Kanady, 24 May 2017, https://www.thepeninsulagatar.com/
S5 article/24/05/2017/Qatar-s-power-generation-capacity-to-surge-by-50)
§§§§§§§§ Extract 3 Air pollution in Qatar

Qatar’s construction boom has contributed to air pollution that exceeds safe limits.

This will damage the health of the population according to the World Health

Organization (WHO). It found that there were many very small particles that contain
dangerous heavy metals. Qatar has the second highest level of this air pollution in the 5
world. WHO said readings were ten times the recommended amount. These particles

may affect the respiratory system and are particularly dangerous to health. The health
problems include coughing, shortness of breath, chronic bronchitis, lung cancer and

heart disease. However, the air pollution could also be caused by vehicle exhaust

fumes and desert dust. 10
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(Source: adapted from "WHO: Qatar’s polluted air is
harmful to residents’ health; by Victoria Scott, 30 September 2016,
https://dohanews.co/who-qatars-polluted-air-is-harmful-to-residents-health/)

(a) With reference to Figure 1 and Extract 1, explain why there was a sharp fall in the
price of oil in the second half of 2014. Illustrate your answer with a supply and
demand diagram.

st
RRELRLS
CRKS
(LS
555

3%

XK

S
0.0,

00
K5
OIS
SGRRRERS

%
%
<

)

o%
5
4 %%

9%
9%
R
>,
X

(b) With reference to Extract 1, assess the impact of the introduction of the indirect
tax on the market for clothes in Qatar.
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(c) With reference to Extract 2, explain the difference between renewable resources
and non-renewable resources.

(d) With reference to Extract 2, evaluate the likely microeconomic effects of the
introduction of a minimum wage for construction workers in Qatar.

(e) With reference to Extract 3, evaluate the impact of the external costs caused by the
construction boom in Qatar. lllustrate your answer with an appropriate diagram.
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(a) With reference to Figure 1 and Extract 1, explain why there was a sharp fall in the
price of oil in the second half of 2014. Illustrate your answer with a supply and
demand diagram.
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(b) With reference to Extract 1, assess the impact of the introduction of the indirect
tax on the market for clothes in Qatar.
(10)
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(c) With reference to Extract 2, explain the difference between renewable resources
and non-renewable resources.
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(e) With reference to Extract 3, evaluate the impact of the external costs caused
by the construction boom in Qatar. lllustrate your answer with an appropriate
diagram.
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(Total for Question 10 = 48 marks)

TOTAL FOR SECTION B
TOTAL FOR PAPER

48 MARKS
80 MARKS
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