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READ THESE INSTRUCTIONS FIRST

An answer booklet is provided inside this question paper. You should follow the instructions on the front cover 
of the answer booklet. If you need additional answer paper ask the invigilator for a continuation booklet.

Section A
Answer this question.
Brief answers only are required.

Section B
Answer any one question.

You may answer with reference to your own economy or other economies that you have studied where relevant 
to the question.

The number of marks is given in brackets [ ] at the end of each question or part question.
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Section A

Answer this question.

1    The Fiji economy: a positive outlook

 Fiji is a small island country in the Pacific with a population of 860 000. In 2014 its economy was 
reported to be continuing to grow steadily. It remained on course for a fifth consecutive year of 
expansion, boosted by high tourist arrivals and visible export earnings, particularly from sugar. 
The factors that were expected to restrict growth in 2015 included ongoing dry weather conditions 
causing lower output of agricultural goods, with the exception of sugar.

Table 1: Selected economic indicators for Fiji

2014
estimate

2015
forecast

Economic growth rate % 3.3 3.0

Inflation rate % 3.0 3.5

Current account balance as % share 
of GDP

–6.0 –7.0

Source: Asian Development Bank, 2014

 Consumption remained strong in the first five months of 2014, and imports of consumer 
goods, mainly vehicles, rose by 15.6%. Personal remittances increased, boosting consumption 
expenditure.

 The tourism sector – Fiji’s main source of foreign exchange – continued to perform strongly. Visitor 
arrivals increased by 4.0% year-on-year, with 4.6% more visitors from Australia and 11.6% more 
from New Zealand, but there was a significant fall in visitor arrivals from Japan. 

 Sugar production increased, aided by government investments in new technology that improved 
efficiency of production and reduced price. 

 Despite higher growth, inflationary pressures were eased by declining international commodity 
prices. However, annual average inflation in 2014 was not expected to fall below 3.0%, as 
economic activity was expected to revive. In addition, continuing dry weather was affecting the 
food supply.

 Despite the positive growth outlook, increased investment is needed to improve productivity and 
address supply-side capacity constraints. 

 
Source: Asian Development Outlook 2014 Update

Economic growth will
happen even if the
rate decreases.
However if the rate
becomes negative,
then recession takes
place
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 (a) How and where would revenue from tourist arrivals in Fiji be recorded in Fiji’s balance of 
payments?  [2]

 (b) Use a supply and demand diagram to show how the government investment referred to in the 
article affected the price of sugar produced in Fiji. [2]

 (c) Explain  what the changes in sugar’s contribution to visible export earnings and in the price of 
sugar might suggest about the price elasticity of demand for sugar. [3]

 (d) Using aggregate demand and aggregate supply analysis, explain why inflationary pressures 
remained subdued in Fiji despite higher growth. [3]

 (e) Explain how increased investment could address supply-side capacity constraints in the Fiji 
economy.  [4]

 (f) Discuss any economic factors that might help to explain the changes in visitor arrivals to Fiji 
from Australia and Japan. [6]

1) do not spend more than 5 minutes in reading
the data
2)The data is divided into three types
-interpretation from data tables
-general theory questions which involves
questions with diagrams or questions where
certain theoretical knowledge needs to be given
-Six mark evaluation questions

Whenever the examiner asks about predicting
elasticity, always remember to check for two
variables
1)percentage change in price and income
2)relationship bw price change and impact on
revenue
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Section B

Answer one question.

2 (a) Explain the meaning of the term ‘equilibrium price and quantity’ in the market for a good or 
service, and show how a new equilibrium position is established when there is a decrease in 
demand.  [8]

 (b) Discuss whether attempts to help poorer consumers through the introduction of a maximum 
price for necessities can ever be successful. [12]

3 (a) Outline the functions of the factor enterprise in a modern economy, and explain how enterprise 
responds to a rise in the demand for a good.  [8]

 (b) Discuss why some goods and services are provided by private enterprise and others are 
provided by the government in a mixed economy. [12]

4 (a) Explain what might cause a favourable movement in an economy’s terms of trade.  [8]

 (b) Discuss whether overall a favourable movement in an economy’s terms of trade would be 
likely to have positive or negative effects on the economy.  [12]

Permission to reproduce items where third-party owned material protected by copyright is included has been sought and cleared where possible. Every reasonable 
effort has been made by the publisher (UCLES) to trace copyright holders, but if any items requiring clearance have unwittingly been included, the publisher will 
be pleased to make amends at the earliest possible opportunity.

To avoid the issue of disclosure of answer-related information to candidates, all copyright acknowledgements are reproduced online in the Cambridge International 
Examinations Copyright Acknowledgements Booklet. This is produced for each series of examinations and is freely available to download at www.cie.org.uk after 
the live examination series.

Cambridge International Examinations is part of the Cambridge Assessment Group. Cambridge Assessment is the brand name of University of Cambridge Local 
Examinations Syndicate (UCLES), which is itself a department of the University of Cambridge.

3 questions: 1 from micro, 1 from macro and 1
from micro or macro but 60 percent chance
from micro. Therefore. It's better to prepare
essays from micro and inflation from macro

Time management : give 40 mins to section A,
and 50 to section B. Attempt B first 

Formats
8 markers: knowledge and application usually
have 4 makes while analysis has 4 marks.. In
knowledge, make sure to have 4 points for
knowledge e.g define ped/formula/sign and
diagram. In analysis part give examples 

12 marker:
Starts with evaluate or
discuss
Intro
1)agreement to
statement
2)disagreement
3)evaluation
Evaluate within the
essay and at the end
(conclusion
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Introduction 

 
The main aim of this booklet is to exemplify standards for those teaching Cambridge International AS and 
A Level Economics (9708), and to show how different levels of candidates’ performance (high, middle and 
low) relate to the subject’s curriculum and assessment objectives.  
 
In this booklet candidate responses have been chosen to exemplify a range of answers. Each response is 
accompanied by a brief commentary explaining the strengths and weaknesses of the answers.  
 
For each question, each response is annotated with a clear explanation of where and why marks were 
awarded or omitted. This, in turn, is followed by examiner comments on how the answer could have been 
improved. In this way it is possible for you to understand what candidates have done to gain their marks and 
what they will have to do to improve their answers. At the end there is a list of common mistakes candidates 
made in their answers for each question.  
 
This document provides illustrative examples of candidate work. These help teachers to assess the standard 
required to achieve marks, beyond the guidance of the mark scheme. Some question types where the 
answer is clear from the mark scheme, such as short answers and multiple choice, have therefore been 
omitted.  
 
The questions, mark schemes and pre-release material used here are available to download as a zip file 
from Teacher Support as the Example Candidate Responses Files. These files are:  
 

Question Paper 21, June 2016 

Question paper 9708_s16_qp_21.pdf 

Mark scheme 9708_s16_ms_21.pdf 

Question Paper 42, June 2016 

Question paper 9708_s16_qp_42.pdf 

Mark scheme 9708_s16_ms_42.pdf 

 
 
Past papers, Examiner Reports and other teacher support materials are available on Teacher Support at 
https://teachers.cie.org.uk 
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How to use this booklet 
 
 

 
 
 
 

 
 
 

 
 
 
 
 
 

Answers by real candidates in 

exam conditions. These show you 

the types of answers for each 

level. 

Discuss and analyse the answers 

with your learners in the 

classroom to improve their skills. 

Examiner comments 

are alongside the 

answers, linked to 

specific part of the 

answer. These explain 

where and why marks 

were awarded. This 

helps you to interpret the 

standard of Cambridge 

exams and helps your 

learners to refine their 

exam technique. 

This explains how the candidate could have 

improved their answer and helps you to interpret 

the standard of Cambridge exams and helps your 

learners to refine exam technique. 

This lists the common mistakes candidates made 

in answering each question. This will help your 

learners to avoid these mistakes at the exam and 

give them the best chance of achieving a high 

mark. 



 

6 Cambridge International AS and A Level Economics 9708  
 

Assessment at a glance 

 
For Cambridge International AS and A Level Economics, candidates: 
 

 take Papers 1 and 2 only (for the Cambridge International AS Level qualification) 
 
or  
 

 follow a staged assessment route by taking Papers 1 and 2 (for the Cambridge International AS Level 
qualification) in one series, then Papers 3 and 4 (for the Cambridge International A Level qualification) in 
a later series 
 
or  
 

 take Papers 1, 2, 3 and 4 in the same examination series, leading to the full Cambridge International 
A Level. 

 
All components are externally assessed. 
 

Component 
Weighting 

AS Level  A Level 

Paper 1 Multiple Choice 1 hour   

30 multiple choice questions based on the AS Level syllabus content 
30 marks 

40% 20% 

Paper 2 Data Response and Essay 1 hour 30 minutes   

Section A: one data response question (20 marks) 
Section B: one structured essay from a choice of three (20 marks) 
Based on the AS Level syllabus content 
40 marks 

30% 
30% 

15% 
15% 

Paper 3 Multiple Choice 1 hour   

30 multiple choice questions based on the Additional A Level syllabus content 
30 marks 

 15% 

Paper 4 Data Response and Essays 2 hours 15 minutes   

Section A: one data response question (20 marks) 
Section B: two essays from a choice of six (50 marks) 
Based on the additional A Level syllabus content 
70 marks 

 10% 
25% 

 
Note: Papers 3 and 4 test the additional syllabus content for A Level, but also require a knowledge and 
understanding of the AS Level syllabus content. 
 
Teachers are reminded that the latest syllabus is available on our public website at www.cie.org.uk and 
Teacher Support at https://teachers.cie.org.uk 
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Paper 2 – Data Response and Essay 

 

Question 1 
 

Example candidate response – high  Examiner comments 

 

 The candidate refers to 

where the revenue 
would be recorded, i.e. 
in the current account, 
and to how it would be 
recorded, i.e. as an 
inflow, so both marks 
are awarded. 

 
Mark for (a) = 2/2 
 

 The candidate has 

drawn a clear and 
accurately labelled 
diagram which shows 
the supply curve 
shifting to the right, 
leading to a reduction 
in price from P to P1. 
Both marks are 
awarded. 

 
Mark for (b) = 2/2 
 
 
 

 The candidate earns all 

three marks for 
explaining the concept 
of price elasticity of 
demand. They state 
that the PED would be 
elastic and refer to the 
fact that there would be 
an increase in export 
earnings.  

 
Mark for (c) = 3/3 

3 

2 

1 

1 

2 

3 
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Example candidate response – high, continued Examiner comments 

 

 
 
 
 
 
 
 
 
 
 

 The candidate has 

drawn a diagram which 
clearly shows an 
increase in both 
aggregate demand and 
aggregate supply. 
They explain that, 
owing to the increase 
in both of these, 
inflationary pressures 
remained subdued. 
Full marks are 
awarded for this 
answer. 

 
Mark for (d) = 3/3 

4 

4 

Supply side capacity constraint are basically a
situation where it's difficult to increase output
or due to unfavorable external environmental
conditions which prevents the increase in
supply.
1)increases productivite capacity
2) now the same unit of output can be used to
produce a greater percentage of output
Investment in technology can lead to
improvement in specialization
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Example candidate response – high, continued Examiner comments 

 

 The candidate refers to 

the link between new 
technology and an 
increase in efficiency 
and productivity, but 
does not really explain 
how this would 
happen. Similarly, 
there is no real attempt 
to evaluate the 
strength of the link 
between investment 
and an increase in 
capacity. The answer 
is awarded two out of a 
possible four marks. 

 
Mark for (e) = 2/4 

5 

5 
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Example candidate response – high, continued Examiner comments 

 
 
 

 The candidate refers to 

several possible 
economic factors that 
would help to explain 
the changes in visitor 
numbers coming to Fiji 
from Australia and 
Japan, such as 
changes in 
preferences, income, 
economic growth and 
price levels. The 
candidate is awarded 
four marks for the 
discussion and one 
further mark for an 
attempt to offer some 
evaluation in the final 
paragraph. However, 
the evaluation needed 
to be developed more 
fully to earn the second 
evaluation mark. 

 
Mark for (f) = 5/6 
 
Total marks awarded  
= 17 out of 20 

 

How the candidate could have improved their answer 
 
 
(e) This candidate could have improved their response by explaining more clearly how new technology 
would lead to an increase in productivity and efficiency and by offering some evaluation on the likely strength 
of the link between investment and an increase in capacity.  
 
(f) The candidate was awarded all four marks for their discussion of this question, but there were also two 
marks available for evaluation. The candidate was awarded one of these marks for attempting to evaluate 
the factors discussed, but this evaluation could have been developed more fully. For example, they could 
also have brought in the concept of income elasticity of demand in relation to changes in income and 
decisions to go on holiday. 
 
Marks awarded: (a) = 2/2, (b) = 2/2, (c) = 3/3, (d) = 3/3, (e) = 2/4, (f) = 5/6. 
 
Total marks awarded = 17 out of 20 
  

6 

6 

Better conclusion: several factors might explain
the changes in demand for thr visitors however
the most significant one is the income as
traveling tourism is a luxury good which means
that it has a positive yed which is highly elastic.
Even if customers have preferences but they
can't afford, the decision cannot be taken after
considering the income only then would other
factors become most important if some
scenarios like yes becoming inelastic, only then
would factors like exchange rate and
taste/fashion become more significant
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Example candidate response – middle  Examiner comments 

 

 

 The candidate earns 

one mark for stating 
that the revenue from 
tourist arrivals would 
be recorded in the 
current account, but 
the second mark could 
not be awarded as it is 
not made clear that this 
would be a credit item. 

 
Mark for (a) = 1/2 
 
 

 The candidate earns 

both marks for a 
diagram which clearly 
shows the supply curve 
shifting to the right and 
a consequent reduction 
in price from P to P1. 

 
Mark for (b) = 2/2 

2 

1 

1 

2 
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Example candidate response – middle, continued Examiner comments 

 

 The candidate earns 

one mark for explaining 
that PED refers to the 
relationship between a 
change in demand for 
a product and a 
change in its price. 
Unfortunately, the 
candidate writes about 
PED being both 
inelastic and elastic 
without making it clear 
which is correct. 

 
Mark for (c) = 1/3 
 

 The candidate refers to 

an increase in both 
aggregate demand and 
aggregate supply, and 
explains how this has 
helped to subdue 
inflationary pressures. 
All three marks are 
awarded for this 
response. 

 
Mark for (d) = 3/3 

4 

3 

3 

4 
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Example candidate response – middle, continued Examiner comments 

 

 The candidate refers to 

the link between 
investment and supply-
side capacity, but the 
explanation of this link 
could have been 
developed more fully. 
There could also have 
been an attempt to 
evaluate the strength 
of the link. The answer 
is therefore given two 
of the four possible 
marks. 

 
Mark for (e) = 2/4 
 

 The candidate refers to 

some possible 
economic factors, such 
as changes in income, 
exchange rates and 
transport costs, but 
there needed to be a 
clearer focus on these 
factors rather than on 
trade between the 
countries. There is no 
real attempt at 
evaluation, so two of 
the six available marks 
are awarded. 

 
Mark for (f) = 2/6 
 

6 

5 

5 

6 
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Example candidate response – middle, continued Examiner comments 

 

 
 
 
 
 
 
 
 
Total marks awarded  
= 11 out of 20 

 

How the candidate could have improved their answer 
 
(a) The candidate was awarded one mark for referring to the fact that the revenue from tourist arrivals would 
be recorded in the country’s ‘current account’, but the second mark was not awarded because the candidate 
did not refer to the fact that this was a ‘credit’ item.  
 
(c) The candidate was only awarded one of the three marks for stating that price elasticity of demand refers 
to a change in quantity demanded relative to a change in its price. To gain the other two marks, the 
candidate needed to make it clear that PED in this situation would be elastic, instead of providing a confused 
answer that did not make it clear whether the answer was elastic or inelastic. The candidate also needed to 
state that there would be a rise in expenditure.  
 
(e) The candidate was awarded two out of four marks here. To gain the additional two marks, they needed to 
give a clearer explanation of the link between investment and an increase in capacity, along with an 
evaluation of the strength of that link.  
 
(f) The candidate was awarded two out of six marks here, as their answer needed to have a clearer focus on 
visitors from Japan and Australia, rather than on trade between these countries and Fiji. There were also two 
marks available for an evaluation of the factors explaining the changes in visitor arrivals from Australia and 
Japan. 
 
Marks awarded: (a) = 1/2, (b) = 2/2, (c) = 1/3, (d) = 3/3, (e) = 2/4, (f) = 2/6. 
 
Total marks awarded = 11 out of 20 
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Example candidate response – low  Examiner comments 

 

 The candidate earns 

one mark for stating 
that the revenue from 
tourist arrivals would 
be recorded in the 
current account, but 
the second mark could 
not be awarded 
because there is no 
indication that this 
would be a credit item. 

 
Mark for (a) = 1/2 
 

 The candidate gains 

both marks for clearly 
showing a shift of the 
supply curve to the 
right and a reduction in 
price from P0 to P1. 

 
Mark for (b) = 2/2 
 
 
 
 
 

 The candidate does 

not gain any marks 
here, as the answer is 
given as ‘inelastic’ 
rather than elastic and 
the concept of PED is 
not clearly explained. 

 
Mark for (c) = 0/3 

3 

2 

1 

1 

2 

3 
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Example candidate response – low, continued Examiner comments 

 

 

 
 
 
 
 

 The candidate gains 

one mark for the 
consideration of a shift 
in the AS curve to the 
right, but there is no 
consideration of AD. 

 
Mark for (d) = 1/3 
 
 
 
 
 
 
 

 The candidate earns 

two marks for stating 
that new infrastructure 
and new technology 
contribute to an 
increase in capacity, 
but the explanation 
needed to be 
developed more fully 
and there needed to be 
some evaluation of the 
strength of the link. 

 
Mark for (e) = 2/4 
 

 The candidate earns 

two marks for the 
discussion of increases 
in disposable income 
and changes in 
preferences, but the 
answer is rather limited 
and needed to be 
developed more fully. 
There is no attempt to 
offer any evaluation of 
the factors. 

 
Mark for (f) = 2/6 
 
Total marks awarded  
= 8 out of 20 

 

  

6 

5 

4 
4 

5 

6 
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How the candidate could have improved their answer 
 
(a) The candidate was awarded one of the two marks for stating that the revenue from tourist arrivals would 
be recorded in the ‘current account’, but there was no reference to the fact that it would be recorded as a 
‘credit’ item.  
 
(c) The candidate was not awarded any marks here because they incorrectly stated that PED would be 
‘inelastic’, rather than giving the correct answer of ‘elastic’. The candidate would have been awarded further 
marks if they had explained the concept of price elasticity of demand and that where PED is elastic, this 
would lead to a rise in expenditure.  
 
(d) The candidate was awarded one mark for showing that there would be a shift to the right of aggregate 
supply. Further marks could have been awarded if the candidate had explained that there would also be an 
increase in aggregate demand and that the increase in both AD and AS would lead to inflationary pressures 
remaining subdued.  
 
(e) The candidate was awarded two marks, but they could have been awarded further marks if they had 
explained more clearly the link between new infrastructure, new technology and the increase in capacity, and 
if they had evaluated the likely strength of that link.  
 
(f) The candidate was awarded two marks for discussing the effects of changes in Australian disposable 
incomes and changes in Japanese preferences, but this was a rather limited response that needed to be 
developed more fully. There were many more factors that could have been included, and there were two 
marks available for evaluation, rather than just discussion, of those factors. 
 
Marks awarded: (a) = 1/2, (b) = 2/2, (c) = 0/3, (d) = 1/3, (e) = 2/4, (f) = 2/6. 
 
Total marks awarded = 8 out of 20 
 
 

Common mistakes candidates made in this question 
 
(a) Most candidates referred to where the revenue from tourist arrivals in Fiji would be recorded, but 
relatively few went on to state how it would be recorded in Fiji’s balance of payments, i.e. as a credit item.  
 
(b) Most candidates were able to show how the government investment referred to in the article affected the 
price of sugar produced in Fiji, although a few candidates shifted the supply curve to the left, rather than to 
the right, bringing about a rise in price, rather than a fall.  
 
(c) Some candidates did not seem to clearly understand the concept of price elasticity of demand and some 
thought that the PED would be inelastic rather than elastic.  
 
(d) Despite the reference to both aggregate demand and aggregate supply in the question, many candidates 
referred to one or the other, rather than both.  
 
(e) A number of candidates did not develop their answers fully enough, especially by explaining exactly how 
an increase in investment could address supply-side capacity constraints in the Fiji economy, and few 
candidates offered any evaluation of the likely strength of this link.  
 
(f) Some candidates wrote in general about Japanese and Australian visitors, but thought there was an 
increase or decrease in both, rather than an increase in visitors from Australia and a decrease in visitors 
from Japan. Although there was some good discussion of the economic factors behind the changes, 
relatively few candidates offered an evaluation of these. 
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Question 2 
 

Example candidate response – high  Examiner comments 

 

 
 
 
 
 

 The candidate clearly 

explains that 
equilibrium refers to a 
situation where there is 
no tendency to change 
either price or quantity. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 The candidate includes 

an appropriate diagram 
to support their 
explanation of the term 
‘equilibrium price and 
quantity’. Four marks 
are awarded for 
knowledge and 
understanding of this 
term. 

2 

1 
1 

2 
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Example candidate response – high, continued Examiner comments 

 

 
 
 
 
 
 
 

 The candidate includes 

a diagram which 
clearly shows the 
situation when there is 
a decrease in the 
demand for a product, 
with the demand curve 
shifting to the left and 
price falling from Pe to 
P1. 

 
 

 The candidate provides 

a clear explanation of 
what happens when 
there is a decrease in 
demand, making it 
clear where the new 
equilibrium position 
would be established. 
Four marks are 
awarded for application 
to the context of the 
question. 

 
Mark for (a) = 8/8 
 

4 

3 3 

4 
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Example candidate response – high, continued Examiner comments 

 

 
 
 
 
 

 The candidate makes it 

clear what is meant by 
a maximum price, 
stressing that this will 
be below the market 
equilibrium price. 

 
 
 
 
 
 
 

 The candidate includes 

an appropriate diagram 
that clearly shows the 
maximum price below 
equilibrium. 

6 

5 
5 

6 
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Example candidate response – high, continued Examiner comments 

 

 

 The candidate makes it 

clear why a maximum 
price can be beneficial 
for poorer consumers. 

 
 
 
 
 
 
 
 
 

 Point 7 (above) is 

further developed in 
relation to living 
standards, with the use 
of appropriate 
examples to support 
the discussion. 

 
 
 
 
 
 
 

 The candidate 

discusses possible 
problems, such as 
shortages and the rise 
of black markets. 

9 

8 

7 
7 

8 

9 

Whenever a question asks the impact of
consumer /producer, always make reference to
consumer and producer surplus 
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Example candidate response – high, continued Examiner comments 

 

 

Always label the
diagram
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Example candidate response – high, continued Examiner comments 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 The candidate makes a 

good attempt at some 
evaluation, gaining a 
mark of 8/8 for analysis 
and 3/4 for evaluation. 

 
Mark for (b) = 11/12 
 
 
 
 
 
Total marks awarded  
= 19 out of 20 

 

  

10 
10 

Better evaluation:maximum price is effective as
it's the quickest way especially for struggling
economies however it depends on elasticity of
the curve - as shortage or surplus is caused.
Max price should be a stating factor 
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How the candidate could have improved their answer 
 
In part (a), the candidate was awarded all eight marks. They demonstrated clear knowledge and 
understanding of ‘equilibrium price and quantity’ and were able to apply this knowledge by showing the 
process through which equilibrium is established when there is a decrease in demand.  
 
In part (b), the candidate was given a mark of 11 out of 12, receiving a full eight marks for analysis of the 
impact of a maximum price for necessities and three out of four marks for evaluating the likely success of 
this. The answer could have been improved if the candidate had developed their evaluation a little more fully, 
for example in relation to possible shortages, the potential rise of black markets and the effects on 
producers. 
 
Marks awarded: (a) = 8/8, (b) = 11/12. 
 
Total marks awarded = 19 out of 20 

  

Evaluation format
1)directly address the question and pick a point
from analysis to justify why it's the most
significant variable
2)give an extent to your decisions and tell what
factors it depends upom
3)for the methods you would choose, explain
the scenario in which they would be most
effective
4)overall judgment :combination of technology
is the best way.... Condition
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Example candidate response – middle  Examiner comments 

 

 
 
 
 
 

 The candidate 

explains that an 
equilibrium position is 
where demand and 
supply meet. 

 
 
 
 
 
 

 The candidate 

includes a diagram to 
support their 
explanation and also 
considers this in 
relation to the price of 
P0. Two marks are 
awarded for 
knowledge and 
understanding of the 
term, as there is no 
reference to ‘no 
tendency to change’. 

2 

1 1 

2 
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Example candidate response – middle, continued Examiner comments 

 

 
 
 
 
 
 

 The candidate makes 

good use of the 
diagram to explain 
what happens when 
there is a decrease in 
demand, with the 
demand curve shifting 
to the left and the 
decrease in price from 
P0 to P1 clearly shown. 

 
 
 

 The candidate 

provides a reasonable 
explanation of the 
establishment of a 
new equilibrium, 
although it could have 
been developed more 
fully. Two marks are 
awarded for 
application. 

 
Mark for (a) = 4/8 
 

4 

3 
3 

4 
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Example candidate response – middle, continued Examiner comments 

 

 
 
 
 
 
 
 

 The candidate 

explains what is 
meant by a maximum 
price and includes an 
appropriate diagram to 
support the 
explanation. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 An appropriate 

example from 
Zimbabwe is included 
to support the analysis 
here. 

6 

5 5 

6 
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Example candidate response – middle, continued Examiner comments 

 

 

 

 The candidate 

considers how the 
introduction of a 
maximum price for 
necessities could be 
of benefit to poorer 
consumers. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 The candidate makes 

an attempt to offer 
some evaluation here, 
but it really needed to 
be developed more 
fully. The response is 
awarded a mark of 6/8 
for analysis and 1/4 
for evaluation 

 
Mark for (b) = 7/12 
 
 
 
 
 
 
Total marks awarded  
= 11 out of 20 

 
 

  

8 

7 
7 

8 
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How the candidate could have improved their answer 
 
The candidate was awarded four marks in part (a). They could have expanded their answer here, for 
example in relation to the idea that an equilibrium position is where there is ‘no tendency to change’. The 
candidate gained just two marks for their application of the concept to a situation where there was a 
decrease in demand, largely because their answer was not developed sufficiently. They could have 
improved their answer by considering more fully how a new equilibrium would have been established as a 
result of the decrease in demand, making more effective use of the diagram included in the answer. 
 
In part (b), the candidate was awarded six marks for their analysis of the impact of a maximum price for 
necessities, but needed to include better evaluation of the potential success of this strategy (e.g. possible 
shortages, the effects on producers) to receive more than one of the four marks available. 
 
Marks awarded: (a) = 4/8, (b) = 7/12. 
 
Total marks awarded = 11 out of 20 
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Example candidate response – low  Examiner comments 

 

 
 

 The candidate has 

included a diagram to 
show how Pe and Qe 
are established in a 
market. 

 
 
 

 The candidate makes 

an attempt to explain 
the meaning of 
‘equilibrium price and 
quantity’, but could 
have developed their 
answer more fully, e.g. 
by referring to the idea 
of ‘no tendency to 
change’. Two marks 
are awarded for 
knowledge and 
understanding here. 

 

 The candidate shows 

how a new equilibrium 
position is established 
in a market when there 
is a decrease in 
demand, using 
appropriate diagrams, 
although their 
explanation could have 
been developed more 
fully. Two marks are 
awarded for 
application. 

 
Mark for (a) = 4/8 
 

3 

2 

1 
1 

2 

3 
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Example candidate response – low, continued Examiner comments 

 

 
 
 
 
 
 
 
 
 
 
 
 

 The candidate 

attempts to explain 
what is meant by a 
maximum price and 
has included a diagram 
to support their 
analysis. 

4 
4 
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Example candidate response – low, continued Examiner comments 

 

 
 
 

 The candidate 

considers subsidies as 
a possible alternative 
approach. 

 

 The candidate 

attempts to offer some 
evaluation in relation to 
the concept of 
opportunity cost, but 
this really needed to be 
developed further, e.g. 
considering the 
possible rise of black 
markets. The answer 
earns 4/8 for analysis 
and 1/4 for evaluation. 

 
Mark for (b) = 5/12 
 
 
Total marks awarded  
= 9 out of 20 

 

How the candidate could have improved their answer 

In part (a), the candidate was awarded just two marks for knowledge and understanding of ‘equilibrium price 
and quantity’, as their explanation was rather brief. The candidate earned two marks for the application of 
their answer to the particular context of the question. There was some consideration of the effect of a shift of 
the demand curve to the left, but there needed to be a better link to the new equilibrium position that would 
be established in the market. 

In part (b), the candidate could have developed their analysis of the effects of introducing a maximum price 
more fully, e.g. in relation to the possible existence of shortages, in order to gain more than four marks. They 
were awarded only one mark for evaluation, largely for their attempt to bring in the idea of opportunity cost. 
There was clearly more that the candidate could have written in relation to whether a maximum price would 
ever be successful, such as considering the potential rise of black markets. 

Marks awarded: (a) = 4/8, (b) = 5/12. 
 
Total marks awarded = 9 out of 20 
 
 

Common mistakes candidates made in this question 

In part (a), many candidates failed to demonstrate that they understood the term ‘equilibrium price and 
quantity’ as representing a situation where there was no tendency to change, i.e. the prevailing situation was 
at rest.  

In part (b), many candidates drew a useful diagram to support their answer, but unfortunately many of these 
placed the maximum price above, rather than below, the equilibrium. Many candidates wrote about the 
potential advantages of the introduction of a maximum price for necessities, but there was much less 
willingness to analyse the possible disadvantages of such a scheme. Relatively few candidates offered any 
meaningful evaluation of whether such a scheme could ever be successful.  
  

6 

5 

5 

6 
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Question 3 
 

Example candidate response – high  Examiner comments 

 

 
 

 The candidate starts by 

stating that the 
functions of enterprise 
include organising and 
risk taking. 

 
 
 
 
 
 
 
 
 
 

 The candidate gives a 

useful outline of the 
functions of enterprise 
in a modern economy 
here, although more 
could have been 
written on the risk-
taking function. Three 
marks are awarded for 
knowledge and 
understanding. 

 

 The candidate 

recognises that a rise 
in the demand for a 
good would 
consequently lead to a 
rise in price. 

3 

2 

1 1 

2 

3 
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Example candidate response – high, continued Examiner comments 

 

 
 
 
 
 
 
 
 
 

 The candidate has 

produced a good 
answer in terms of how 
enterprise responds to 
an increase in price, so 
gains all four marks for 
application.  

 
Mark for (a) = 7/8 
 

4 
4 
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Example candidate response – high, continued Examiner comments 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 The candidate focuses 

on the provision of 
public goods and merit 
goods.  

5 5 
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Example candidate response – high, continued Examiner comments 

 

 
 
 
 
 
 
 
 

 The candidate provides 

a useful summary of 
the key features of 
private goods. 

 
 
 
 
 
 
 
 
 
 
 

 The candidate outlines 

the main features of 
public goods, including 
appropriate examples. 

 
 
 
 
 
 

 The candidate makes 

an attempt at 
evaluation here, but 
this really needed to be 
developed more fully. 
Analysis is awarded a 
mark of 7/8 and 
evaluation a mark of 
2/4. 

 
Mark for (b) = 9/12 
 
 
 
 
 
 
Total marks awarded  
= 16 out of 20 

 

  

8 

7 

6 

6 

7 

8 
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How the candidate could have improved their answer 
 
In part (a), the candidate was awarded seven of the available eight marks. Three marks were awarded for 
knowledge and understanding of the functions of enterprise in a modern economy; to gain the fourth mark, 
the candidate needed to go into a little more detail on the risk-taking aspect of enterprise. The candidate was 
awarded all four marks for application to the context of the question. 
 
In part (b), the candidate was awarded a mark of nine out of twelve. Seven of the eight marks were for the 
analysis of how private, merit, demerit and public goods were provided, and, while this was a good mark, the 
candidate could have been awarded the additional mark by developing their analysis of the different kinds of 
goods more fully, including more examples to illustrate the differences between them. In terms of evaluation, 
the candidate was awarded two of the possible four marks, but their answer would have been improved by 
further evaluation, such as in relation to why it is the case that some goods are provided by government and 
some by private enterprise in a mixed economy. 
 
Marks awarded: (a) = 7/8, (b) = 9/12. 
 
Total marks awarded = 16 out of 20 
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Example candidate response – middle  Examiner comments 

 

 

 

 The candidate refers to 

the organising and risk-
taking functions of 
enterprise. 

 
 

 The candidate earns 

two marks for 
knowledge and 
understanding here. 
However, they could 
have explained the two 
main functions of 
enterprise more fully. 

 
 

 The candidate 

attempts to explain 
how enterprise 
responds to a rise in 
the demand for a good, 
although there is no 
explicit reference to a 
rise in price. Two 
marks are awarded for 
application. 

 
Mark for (a) = 4/8 
 
 
 
 
 
 
 
 
 
 
 

 The candidate provides 

a brief explanation of 
what is meant by a 
mixed economy. 

 
 
 

 The candidate outlines 

some of the key 
features of private 
goods here. 

5 

4 

3 

2 

1 

5 

1 

2 

3 

4 
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Example candidate response – middle, continued Examiner comments 

 

 
 
 
 
 
 
 

 The candidate goes on 

to consider demerit 
goods, including 
suitable examples. 

 
 
 

 The candidate 

discusses merit goods 
here, using appropriate 
examples. 

 
 
 
 
 
 

 The candidate provides 

a useful discussion of 
public goods here. 

 

 The candidate includes 

some evaluation in 
their answer, but this 
could have been 
developed much more 
fully. Analysis earns a 
mark of 6/8 and 
evaluation 1/4.  

 
Mark for (b) = 7/12 
 
 
Total marks awarded  
= 11 out of 20 

 
 

  

9 

8 

7 

6 6 

7 

8 

9 
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How the candidate could have improved their answer 
 
In part (a), the candidate was awarded four of the available eight marks. To improve their mark for 
knowledge and understanding, the candidate needed to develop their answer more fully on both the risk-
taking and the organisation aspects. Two marks were awarded for application to the context of the question, 
and further marks could have been awarded if the candidate had included more about a rise in the demand 
for a good. Although candidates were not explicitly required to include a diagram in their answer, the use of a 
diagram might have helped the candidate to write more convincingly on the rise in price brought about by the 
increase in demand. 
 
In part (b), the candidate was awarded six marks for their analysis of the provision of different goods by the 
public and private sectors in a mixed economy, but this could have been developed further, for example by 
explaining what is meant by the terms ‘non-excludable’ and ‘non-rivalry’. The candidate was awarded just 
one of the four possible evaluation marks and this was therefore a key area where the answer could have 
been improved. For example, a comparison could have been made of the likely effectiveness of public sector 
and private sector provision.  
 
Marks awarded: (a) = 4/8, (b) = 7/12. 
 
Total marks awarded = 11 out of 20 
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Example candidate response – low  Examiner comments 

 

 
 
 
 
 

 The candidate 

considers the main 
functions of the factor 
of enterprise in a 
modern economy, 
although more could 
have been written in 
relation to the risk-
taking aspect. Three 
marks are awarded for 
knowledge and 
understanding. 

 
 
 
 
 
 
 
 
 
 

 The candidate 

recognises that an 
enterprise will respond 
to a rise in the demand 
for a good through a 
consequent rise in 
price. 

2 

1 1 

2 
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Example candidate response – low, continued Examiner comments 

 

 

 The candidate has 

included a diagram 
which shows the effect 
of a shift in the demand 
curve to the right on 
price, although the 
diagram could have 
been used more 
effectively to support 
the answer. 

 

 The candidate earns 

three marks for 
application. 

 
Mark for (a) = 6/8 
 
 

 The candidate 

summarises some of 
the main features of a 
free market system, 
but not in relation to 
the provision of 
different types of 
goods. 

 
 
 
 
 

 The candidate outlines 

what is meant by a 
planned economy, but 
this is in very general 
terms and is not 
related to the provision 
of different types of 
goods. 

6 

5 

4 

3 

3 

4 

5 

6 
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Example candidate response – low, continued Examiner comments 

 

 

 
 
 
 
 
 
 
 
 
 
 
 

 The candidate 

summarises the key 
features of a mixed 
economy, but again 
fails to focus on 
particular types of 
goods. 

 

 There is some 

consideration of public 
goods, but there is no 
reference to merit or 
demerit goods. 

 
 
 
 
 
 
 
 
 
 
 

 The candidate offers a 

conclusion here, but 
there is no clear 
evaluation in relation to 
why some goods and 
services are provided 
by private enterprise 
and others by public 
enterprise. Analysis 
earns a mark of 2/8 
and evaluation a mark 
of 0/4. 

 
Mark for (b) = 2/12 
 
 
Total marks awarded  
= 8 out of 20 

 

  

9 

8 

7 

7 

8 

9 
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How the candidate could have improved their answer 
 
In part (a), the candidate was awarded six of the eight marks. Three knowledge and understanding marks 
were allocated, and this aspect of the answer could have been developed by considering the risk-taking 
aspect of enterprise. The candidate was awarded three marks for application to the context of the question, 
but could have improved by focusing more on the consequent increase in price as a result of an increase in 
demand. A diagram was included, but the candidate could have made more effective use of it to support 
their answer. 
 
In part (b), the candidate focused more on the features and characteristics of a mixed economy, rather than 
on the actual question, which was concerned with an analysis of why different types of goods are provided 
by the public and private sectors in a mixed economy. Unfortunately, this was an example of a candidate not 
answering the question asked. They could have improved by focusing more on the different types of goods, 
such as private, public, merit and demerit goods, and analysing why some of these are better provided 
through the private sector and others through the public sector. No marks were awarded for evaluation, so 
the answer could have been improved by considering the effectiveness of provision through the public and 
private sectors. 
 
Marks awarded: (a) = 6/8, (b) = 2/12. 
 
Total marks awarded = 8 out of 20 
 
 

Common mistakes candidates made in this question 
 
In part (a), a common weakness was to focus almost exclusively on either the risk-taking function of 
enterprise or the organising function of enterprise, with relatively few candidates offering a balanced answer 
which considered both roles of enterprise in a modern economy. Although some candidates included a 
diagram to support their answers in relation to the response of enterprise to a rise in the demand for a good, 
many didn’t and this made it more difficult for them to provide a logical and coherent answer. 
 
In part (b), there was some confusion over the different types of goods, so that some candidates offered 
what appeared to be a prepared answer on the relative merits of the private and public sectors or of free 
market and planned economies. Relatively few candidates provided any meaningful evaluation in terms of 
the effectiveness of public sector and private sector provision. 
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Question 4  
 

Example candidate response – high  Examiner comments 

 

 
 
 
 
 

 The candidate begins 

by explaining the 
meaning of ‘the terms 
of trade’, but 
unfortunately this is in 
relation to the trading 
of exports and imports. 
There is no reference 
at the beginning to the 
fact that the terms of 
trade are concerned 
with the relative prices 
of exports and imports, 
so no marks could be 
awarded for knowledge 
and understanding. 

1 1 
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Example candidate response – high, continued Examiner comments 
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Example candidate response – high, continued Examiner comments 

 

 
 
 
 

 The candidate gives a 

good explanation of 
what might cause a 
favourable movement 
in an economy’s terms 
of trade, making 
reference to changes 
in exchange rates and 
inflation rates. The 
application to the 
context of the question 
earns four marks. 

 
Mark for (a) = 4/8 
 

2 

2 
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Example candidate response – high, continued Examiner comments 

 

 
 
 
 
 
 
 
 

 The candidate 

considers a number of 
possible positive 
effects of a favourable 
movement in an 
economy’s terms of 
trade. 

3 
3 
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Example candidate response – high, continued Examiner comments 

 

 
 
 
 
 
 
 
 
 
 

 The candidate 

considers a number of 
possible negative 
effects of a favourable 
movement in an 
economy’s terms of 
trade. 

 

 The candidate provides 

a useful conclusion 
and attempts to offer 
some evaluation, 
although this could 
have been developed 
more fully, e.g. in 
relation to the 
Marshall–Lerner 
condition. Analysis 
earns a mark of 6/8 
and evaluation a mark 
of 2/4. 

 
Mark for (b) = 8/12 
 
 
Total marks awarded  
= 12 out of 20 

 

How the candidate could have improved their answer 
 
In part (a), the candidate was awarded four of the available eight marks. Unfortunately, no marks were 
awarded for knowledge and understanding because at no point did the candidate refer to the fact that the 
terms of trade are concerned with relative prices, stating instead that it is simply an expression of a country’s 
exports and imports. To improve the answer, the candidate needed to be much clearer on the meaning of 
‘the terms of trade’ in relation to changes in the relative prices of exports and imports. However, when the 
candidate attempted to provide application to the question, the answer improved and became clearly linked 
to prices, thereby earning the four marks.  
 
In part (b), the candidate was awarded a mark of eight out of the available twelve marks. There was a good 
attempt at analysis, but to improve, the candidate needed to develop their analysis of both the positive and 
negative effects a little more fully, expanding on some points, such as those related to elasticity. The 
candidate was awarded two marks for evaluation and could have improved this mark by bringing in such 
ideas as the Marshall–Lerner condition. 
 
Marks awarded: (a) = 4/8, (b) = 8/12. 
 
Total marks awarded = 12 out of 20 
  

5 

4 

4 

5 



Paper 2 – Data Response and Essay 

50 Cambridge International AS and A Level Economics 9708  
 

Example candidate response – middle  Examiner comments 

 

 

 The candidate 

attempts to explain the 
meaning of ‘the terms 
of trade’ in the first 
couple of lines, and 
there is a clear 
reference to export 
prices and import 
prices, but this needed 
to be developed more 
fully. One mark was 
given for knowledge 
and understanding. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 The candidate 

demonstrates a 
reasonable level of 
application to the 
context of the question 
here, referring to 
changes in exchange 
rates and to possible 
protectionist policies. 
Three marks are 
earned for application. 

 
Mark for (a) = 4/8 

2 

1 
1 

2 
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Example candidate response – middle, continued Examiner comments 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 The candidate 

considers some of the 
potential positive 
effects of a favourable 
change in an 
economy’s terms of 
trade. 

3 3 
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Example candidate response – middle, continued Examiner comments 

 

 The candidate 

considers some of the 
potential negative 
effects of a favourable 
change in an 
economy’s terms of 
trade.  

 
 
 
 
 
 
 
 

 The candidate 

attempts to provide a 
conclusion, but the 
evaluation is rather 
limited. For example, 
although there is a 
reference to the 
importance of elasticity 
of demand, there is no 
reference to the 
Marshall–Lerner 
condition. Analysis is 
awarded a mark of 5/8 
and evaluation a mark 
of 1/4. 

 
Mark for (b) = 6/12 
 
 
Total marks awarded  
= 10 out of 20 

 

How the candidate could have improved their answer 
 
In part (a), the candidate was awarded four of the eight marks. One mark was awarded for knowledge and 
understanding of ‘the terms of trade’ and the candidate could have improved their answer by developing the 
explanation much more fully. Application was given a mark of three out of four and this was a better effort, 
although it could have been improved by developing some of the points referred to more fully. 
 
In part (b), the candidate was awarded five out of a possible eight marks for analysis. Their answer could 
have been improved with better balance, as it contained much more about the negative than the positive 
effects. Only one mark was awarded for evaluation, as the candidate could have included more 
consideration of the potential positive and negative effects, for example by referring to the Marshall–Lerner 
condition. 
 
Marks awarded: (a) = 4/8, (b) = 6/12. 
 
Total marks awarded = 10 out of 20 

  

5 

4 4 

5 
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Example candidate response – low  Examiner comments 

 

 
 
 
 

 The candidate gives a 

brief explanation of 
what is meant by ‘the 
terms of trade’, but it is 
rather limited and really 
needed to be 
developed more fully. 
One mark is therefore 
awarded for knowledge 
and understanding. 

 

 The candidate explains 

a number of factors 
that might cause a 
favourable movement 
in an economy’s terms 
of trade, including 
changes in exchange 
rates and inflation 
rates. Two marks are 
awarded for application 
in terms of the context 
of the question. 

 
Mark for (a) = 3/8 

2 

1 1 

2 
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Example candidate response – low, continued Examiner comments 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 The candidate 

discusses a number of 
possible positive 
effects of a favourable 
change in an 
economy’s terms of 
trade. 

 

 The candidate 

discusses a number of 
possible negative 
effects of a favourable 
change in an 
economy’s terms of 
trade.  

4 

3 3 

4 
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Example candidate response – low, continued Examiner comments 

 

 The candidate provides 

a brief conclusion, but 
with only very limited 
evaluation. There is a 
reference to the 
Marshall–Lerner 
condition, but this 
could have been 
expanded upon. A 
mark of 4/8 is awarded 
for analysis and a mark 
of 1/4 for evaluation. 

 
Mark for (b) = 5/12 
 
Total mark awarded  
= 8 out of 20 

 

How the candidate could have improved their answer 
 
In part (a), the candidate was awarded three of the eight marks. One mark was given for knowledge and 
understanding. The candidate could have improved by developing their explanation of what is meant by an 
economy’s terms of trade, as only the first few lines focused on this and it was not always clear whether the 
term refers to exports and imports or the relative prices of exports and imports. Two out of four marks were 
given for application to the context of the question. Additional marks could have been awarded if this section 
had been developed more fully, as much of it was in the form of assertions or statements rather than 
explanations. 
 
In part (b), the candidate was awarded five out of the twelve marks. Four out of eight marks were given for 
analysis and this could have been improved if the candidate had developed their points about both the 
positive and negative effects. One mark out of four was given for evaluation and this was largely for 
reference to the Marshall–Lerner condition. However, the candidate simply referred to Marshall–Lerner and 
needed to consider this more fully to improve their answer. 
 
Marks awarded: (a) = 3/8, (b) = 5/12. 
 
Total marks awarded = 8 out of 20 
 
 

Common mistakes candidates made in this question 
 
In part (a), a common weakness was to explain the concept of ‘the terms of trade’ in relation to the volume of 
exports and imports and not to the relative prices of exports and imports. Some candidates thought that ‘the 
terms of trade’ referred to terms and conditions of trade, i.e. the trading arrangements between countries, 
making no reference to the relative prices of exports or imports at all.  
 
In part (b), a common weakness was to focus on either the possible positive effects or the possible negative 
effects of a favourable change in the terms of trade, but not both. Relatively few candidates offered very 
much evaluation, despite the word ‘overall’ appearing in the question. There were some vague references to 
elasticity and a few candidates referred to the Marshall–Lerner condition, but unfortunately this concept did 
not seem to be fully understood by many candidates. 
 
 

5 
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