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Introduction

Introduction

The main aim of this booklet is to exemplify standards for those teaching Cambridge |GCSE Economics
(0455) and to show how different levels of candidates’ performance relate to the subject’s curriculum and
assessment objectives.

In this booklet a range of candidate responses has been chosen as far as possible to exemplify grades A, C
and E. Each response is accompanied by a brief commentary explaining the strengths and weaknesses of
the answers.

For ease of reference the following format has been adopted:

< Question >
( Mark scheme )

Example candidate
response
(Examiner comment)
Each question is followed by an extract of the mark scheme used by examiners. This, in turn, is followed by
examples of marked candidate responses, each with an examiner comment on performance. Commments are
given to indicate where and why marks were awarded, and how additional marks could have been obtained.

In this way, it is possible to understand what candidates have done to gain their marks and what they still
have to do to improve their grades.

Past papers, Examiner Reports and other teacher support materials are available on Teacher Support at
http://teachers.cie.org.uk
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Assessment at a glance

Assessment at a glance

Cambridge IGCSE Economics Syllabus code 0455

Candidates take three papers.

Paper 1 Multiple choice 45 minutes

Candidates answer thirty multiple choice questions.

20% of total marks

Paper 2 Structured questions 2 hours

Candidates answer one compulsory question and three questions from a choice of six.

50% of total marks

Paper 3 Analysis and critical evaluation 1 hour 30 minutes

Candidates answer two compulsory questions and are required to interpret and analyse previously
unseen data relevant to a real economic situation.

30% of total marks

Teachers are reminded that a full syllabus is available on www.cie.org.uk
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Paper 2 — Structured questions

Paper 2 — Structured questions

Question 1

1

The struggles of the Ivory Coast’s cocoa farmers
Cocoa prices have hit a 30-year high due to demand exceeding supply.

Production of cocoa in the lvory Coast, which provides about a third of the world’s cocoa beans,
has fallen as a result of poor weather and under-investment in the industry. The 2009 harvest was
badly affected by dry weather, pests and disease.

A spokesperson at the International Cocoa Organisation commented, “We have now had three
consecutive years of supply declining. With current production methods, the lvory Coast has
reached maximum output. Farmers don't use many chemicals and pesticides. They need to invest
more in chemicals and other farming techniques to increase their yields.”

The demand for cocoa has continued to grow. The fashion for more expensive, high-quality
chocolate has helped to increase demand as it typically has a higher cocoa content.

A spokesperson from the Fair Trade Association commented, “The large, unpredictable fluctuations
in the cocoa market make life extremely difficult for farmers.”

The Government of the lvory Coast is planning to create greater stability in the cocoa market
by regulating the industry. It is thinking of selling the cocoa itself and also fixing the price. If the
government fixed the price for cocoa, the farmers would be less vulnerable to fluctuations in prices
due to changes in demand and supply factors.

(a) (i) State one reason for the increase in demand for cocoa. [1]
(ii) State two reasons for the decrease in supply of cocoa. [2]
(b) Explain, using a demand and supply diagram, how the changes in the demand for and the

supply of cocoa have affected the equilibrium price and equilibrium quantity in the cocoa
market. [6]

(c) Explain why the large, unpredictable fluctuations in the cocoa market make life difficult for
cocoa farmers. (3]

(d) Discuss whether an economy would benefit from its government intervening to regulate an
industry. [8]
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Paper 2 — Structured questions

Mark scheme

1 (a) (i) Oneinfluence on the increase in demand for cocoa:
= the fashion for more ‘upmarket’ chocolate. [1]

(ii) Two influences on the decrease in supply of cocoa:

poor weather (dry weather)

under-investment in the industry

producers don't use many chemicals or pesticides

they need to invest in other farming techniques

pests

disease. [2]

2 8 = a2 @

(b) Diagram:
s correctly labelled and drawn axes (P and Q) and curves (D and S) (1)
e correctly labelled and drawn shift of the demand curve to the right and supply curve to
the left (1)
¢ change in equilibrium price and equilibrium guantity clearly shown (1).

Explanation of diagram:

e shifts of demand and supply curves (1)

e higher price (1)

s change in quantity uncertain (1). [6]

(c) Effects of fluctuations in the cocoa market:
¢« wild fluctuations in relation to changes in demand and supply conditions, especially in
relation to supply
¢ these fluctuations likely to lead to volatile prices
= this will be extremely unstable for farmers — this instability can be very unsettling, making
planning uncertain. Variations in prices will lead to variations in incomes — this will affect
the standard of living of the farmers. [3]

(d} Infavour:
¢ establish fixed (minimum or maximum) prices to support an industry
* may be able to maintain employment levels.

Against:
e goes against free market forces
¢« could mean that a government is supporting an inefficient industry.

A one-sided answer can gain no more than 5 marks. [8]
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Paper 2 — Structured questions

Example candidate response — grade A
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Paper 2 — Structured questions

Examiner comment — grade A

(a) (i) The candidate correctly stated one reason for the increase in the demand for cocoa, namely the
fashion for more expensive, high quality chocolate. One mark was awarded.

(if) The candidate correctly stated two reasons for the decrease in the supply of cocoa, namely the
effects of the dry weather and pests. Both marks were awarded. Note that for a ‘state’ question, the
first sentence was sufficient to earn both marks. No explanation or development was required.

(b) The diagram was correctly labelled and showed clearly the shift of the demand curve to the right
and the shift of the supply curve to the left. The change in the equilibrium price was shown and the
equilibrium quantity remained unchanged. All three marks were given for the diagram. The explanation
of how changes in the demand for and the supply of cocoa had affected the equilibrium price and
equilibrium quantity in the cocoa market was very clear and was closely linked to the diagram. All three
marks were awarded for the explanation, producing a maximum mark of six in this part of the question.

(c) The answer to this part of the question was, unfortunately, rather limited. The candidate was required
to explain why the large unpredictable fluctuations in the cocoa market made life difficult for cocoa
farmers, but the only response was a rather vague comment in relation to employment. Only one mark
was awarded.

(d) In this final part of the question, the candidate was required to discuss whether an economy would
benefit from its government intervening to regulate an industry. As with any ‘discuss’ question,
the candidate needed look at both points of view. In this case, the candidate argued the case for
government intervention, such as through subsidies, the money from which could be used to buy capital
goods. The candidate also referred to the fact that financial support could be provided to purchase
insecticides. There was an attempt to start looking at the other side, when the candidate referred to the
fact that ‘such benefits come with a price’, but this was undeveloped. The maximum mark for a one-
sided answer was five and this candidate was awarded four marks.

Mark awarded = 14 out of 20
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Example candidate response — grade C
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Examiner comment — grade C

(a) (i) The candidate correctly stated one reason for the increase in the demand for cocoa, namely the
increase in demand for high quality chocolate. One mark was awarded.

(if) The candidate correctly stated two reasons for the decrease in the supply of cocoa, namely poor
weather and under-investment in the industry. Both marks were awarded.

(b) The diagram was correctly labelled and clearly showed the shift of the demand curve to the right

and the shift of the supply curve to the left. The changes in the equilibrium price and equilibrium
quantity were clearly shown and all three marks were awarded for the diagram. The explanation of

Cambridge IGCSE Economics 0455 1



Paper 2 — Structured questions

how the changes in the demand for and the supply of cocoa had affected the equilibrium price and the

equilibrium quantity in the cocoa market, however, did not go as far as it might have done and so two
marks were awarded for the explanation. The overall mark was therefore five out of six.

(c) The candidate, unfortunately, did not seem to grasp what was required in this part of the question and

no marks could be awarded.

(d) The candidate, for much of this answer, seemed to be answering a different question on the contrast
between a planned economy and a mixed economy. It is only in the last six lines that the candidate
really attempts to focus on the question. The last sentence suggested that the candidate understood

that there were two sides to the argument, but this is not supported. The answer was rather limited and

poorly focused on the question and only two marks could be awarded.

Mark awarded = 10 out of 20

Example candidate response — grade E
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Paper 2 — Structured questions

Examiner comment — grade E

(a) (i) The candidate correctly stated one reason for the increase in the demand for cocoa, namely the
fashion for more expensive, high quality chocolate. One mark was awarded.

(if) The candidate correctly stated two reasons for the decrease in the supply of cocoa, namely poor
weather and under-investment in the industry. The candidate added additional reasons, but only
two reasons were required in the question. Both marks were awarded.

(b) The candidate correctly labelled P, Q, D and S and showed the shift of the demand curve to the right
and the shift of the supply curve to the left. The changes in equilibrium price and equilibrium quantity,
however, were not shown and so the diagram could only be awarded two marks. The candidate
completely failed to provide an explanation of how the changes in the demand for and the supply of
cocoa had affected the equilibrium price and equilibrium quantity in the cocoa market and so no marks
could be awarded. The total mark for this part of the question was therefore two out of a possible six
marks.

(c) The candidate did not appreciate what was required in this part of the question and so it was not
possible to award any marks.

(d) In the final part of the question, the candidate attempted to suggest two areas where the industry might
benefit from government intervention, but it was a very brief and superficial response and only two
marks were awarded.

Mark awarded = 7 out of 20

Question 2

2  All countries face the basic economic problem in relation to the factors of production. One country
might allocate more resources to education and health care than another, but there will always be
an opportunity cost involved in such decisions.

(a) Why do all countries face the basic economic problem? [4]
{b) State and explain the factors of production. [4]
(c) Define opportunity cost and explain why it is an important concept for economists. [4]

(d) Discuss whether a government should allocate more resources to education and health care
rather than other forms of expenditure. [8]

Cambridge IGCSE Economics 0455 13



Paper 2 — Structured questions

Mark scheme

2 (a) Explanation:
» there are finite/limited resources
= so there is a basic situation of scarcity
¢ there are unlimited wants
» so there is a need to exercise choice. 4]

(b) Explanation of factors of production:
2 marks for identifying four factors, but no explanation.
1 mark for identifying three factors, but no explanation.
Candidates should state and explain all four factors to gain full marks. 4]

(¢} Opportunity cost:

e jtis the next best alternative that is foregone (2 marks for definition)

« it represents cost in terms of what could have been had as an alternative to the item
actually chosen

« the idea of opportunity cost may be applied in any situation where choices are being
made

« the need for choice is due to the existence of scarce resources which have alternative
uses; this is why it is an important concept for economists (2 marks for development that
goes beyond a definition).

If opportunity cost is not clearly defined, but an example is used which indicates a basic
understanding, give 1 mark.

Alternatively, an example might be used to aid the explanation and this could be given
1 mark.

There are no marks, however, for simply giving an example. [4]

(d) Possible benefits:
* 3 better-educated workforce is likely to be more productive
» this could lead to greater output/higher GDP
¢« a healthier workforce is likely to miss fewer days of work
« and so again productivity could increase.

Possible disadvantages:

« there might not be sufficient demand for workers

= there could be a high rate of unemployment

e improved health care is likely to lead to a lower death rate/higher birth rate

« this would lead to an increase in population which could put pressure on resources.

Other types of expenditure:

e idea of opportunity cost involved

« other types of expenditure might also have a significant impact on economy, e.g.
spending on transport infrastructure or housing.

A one-sided answer can gain no more than 5 marks. [8]

14 Cambridge IGCSE Economics 0455
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Example candidate response — grade A
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Examiner comment — grade A

(a)

(b)

(c)

(d)

The candidate provided a very useful explanation of why all countries face the basic economic problem,
recognising the significance of the existence of limited resources to satisfy unlimited wants, giving rise
to the need for decisions to be taken. All four marks were awarded.

The candidate stated the four factors of production and provided a useful explanation of three of them.
There was some confusion, however, in relation to the meaning of capital and so only three of the marks
available were awarded.

The candidate provided a precise definition of the term opportunity cost and then went on to provide an
explanation of why it was such an important concept for economists. The explanation, however, might
have been better focused on the concept of opportunity cost and so two marks were given for the
definition and one mark for the explanation, making three in total for this part of the question.

In the final part of the question, the candidate was required to discuss whether a government should
allocate more resources to education and health care rather than other forms of expenditure. Arguments
were put forward in favour of the idea, such as in terms of a more educated workforce increasing
productivity and a healthier workforce taking fewer days off work because of illness. The candidate then
considered the other point of view, suggesting that other areas of the economy might suffer, such as
transportation. A one-sided answer could gain no more than five marks, but this candidate did make a
genuine attempt to offer a balanced response which looked at both sides of the argument. A mark of
seven was therefore awarded to the response.

Mark awarded = 17 out of 20
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18

Example candidate response grade C
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Examiner comment — grade C

(a) The candidate recognised that the basic economic problem was concerned with unlimited wants and
limited resources, giving rise to a situation of scarcity, but did not go on to make the point that this
would require a choice to be made concerning the allocation of these scarce resources. A mark of three
was therefore awarded.

(b) The candidate correctly stated the four factors of production and then went on to clearly explain each of
them. All four marks could therefore be awarded to the response.

(c) The candidate correctly defined the term opportunity cost, gaining two marks, and then went on to
explain why it was an important concept for economists. The explanation, however, was rather limited
and could have been developed more fully. One mark was given for the explanation, making a total of
three marks for the whole question.

(d) The candidate was required to discuss whether a government should allocate more resources to
education and health care rather than other forms of expenditure, but the response was very limited and
only considered the possible advantages of such a decision. There was no attempt to offer a balanced
response, considering both points of view, and consequently only two marks could be awarded for the
answer.

Mark awarded = 12 out of 20
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Example candidate response — grade E
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22

Examiner comment — grade E

(a) The candidate made an attempt to explain why all countries face the basic economic problem in relation
to the problem of scarcity, but the answer needed to be developed more fully, especially in terms of the
need ultimately to make a choice between alternative possible uses of the scarce resources. Two marks
were awarded.

(b) The candidate was only able to state three of the four factors of production (there is no reference
to enterprise), for which one mark could be awarded. The explanations, however, were rather poor.
Labour is explained as a ‘manmade resource which help to produce goods and services’, while capital
is incorrectly explained as ‘the amount of money countries used it to start an business or organisation’.
The explanation of land is very superficial. No marks could be awarded to the explanations and so the
mark for this part of the question was just one.

(c) The candidate correctly defined the concept of opportunity cost, gaining two marks, but the explanation
of why it is an important concept for economists was very limited and really needed to be developed
more fully. No marks could be awarded for the explanation, so the mark remained at two out of four.

(d) The candidate did attempt to put forward a case for expenditure on education and health care and then
went on to balance this with a comment on other forms of expenditure, such as investment, but the

answer was rather superficial and limited in scope and so only three marks could be awarded.

Mark awarded = 8 out of 20

Question b

5 The Government of Nigeria has a number of economic aims. One of these is to increase the rate
of economic growth in the country. It recognises, however, that this aim could conflict with some of
its other aims.

(a) Describe what is meant by economic growth. [2]

(b) State four economic aims a government may have, other than economic growth. [4]

(c) Describe the policies that a government might adopt to increase the rate of economic growth
in its country. [6]

(d) Discuss whether economic growth conflicts with the achievement of the other government
economic aims. [8]
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Mark scheme

5 (a) Economic growth:
e an increase in the total output of goods and services in an economy over a period of
time
e an increase in national income
¢ an increase in real Gross Domestic Product (GDP)
= an increase in the productive capacity/potential of an economy.

Give 1 mark for a basic description and the second mark for development, e.g. reference to
GDP or increase in productive capacity. [2]

(b} Possible economic aims:

full employment

price stability

redistribution of income
balance of payments stability.

Allow relevant environmental aims.
Allow exchange rate. [4]

(¢} Possible policies:
¢ increase in quantity of factors, e.g. encourage immigration, discover/exploit natural
resources
¢ increase in quality of factors, e.g. improved education/training facilities, encourage
research and development
reallocating resources out of sunset and into sunrise industries
tax holidays to encourage firms to spend more on investment
improve information about employment opportunities
encourage geographical mobility of workers
encourage inward investment
monetary and/or fiscal policy (effect on the demand side).

«a & & @ 8 &

A maximum of 3 marks for one policy only. [6]

(d} Possible conflict:
e price stability, if increase in demand is greater than increase in supply
» redistribution of income, if most of the gains from economic growth go to the richer
people in the society
= balance of payments stability, if increase in incomes resulting from economic growth
leads to a large increase in the demand for imports relative to that for exports.

Conflict less likely:
 full employment, as economic growth is likely to lead to an increase in the demand for
labour.

A one-sided answer can gain no more than 5 marks. [8]
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Example candidate response — grade A
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Examiner comment — grade A

(a)

(b)

(c)

(d)

In this part of the question, the candidate was required to describe what was meant by economic
growth. In this script, there is a very clear and precise description of the term and both marks were
awarded.

The candidate successfully stated four economic aims that a government might have, other than
economic growth, and four marks were awarded.

The candidate offered, in this part of the question, a very detailed description of the policies that a
government might adopt to increase the rate of economic growth in its country, including the adoption
of more capital intensive methods of production, the use of fiscal policy to influence aggregate demand
(and therefore the level of employment) and the use of monetary policy, such as through a reduction in
interest rates. It was felt that this response was very thorough and well focused on the question. It was
awarded all six marks.

In this final part of the question, the candidate was asked to discuss whether economic growth might
conflict with the achievement of other government economic aims. There was a good attempt to offer
a balanced response. The first paragraph focuses on the idea that it would not conflict with other aims,
such as the lowering of unemployment, bringing about a positive balance of payments and helping

to establish a stable exchange rate. The second paragraph then goes on to consider the point that
economic growth might conflict with other aims, especially in relation to the rate of inflation in the
economy. It was felt that the candidate made a genuine attempt to consider both points of view and the
response was awarded seven marks.

Mark awarded = 19 out of 20

There are no suitable example candidate responses available for grade C.
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Example candidate response — grade E
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Examiner comment — grade E

(a) In the first part of the question, the candidate did not offer a very convincing description of what was
meant by economic growth. There were vague references to ‘development of your economy in different
areas’ and ‘change in the economy’, but it was not felt that the candidate really understood what was
meant by the term and so no mark was awarded.

(b) The candidate was required to state four economic aims that a government might have, other than
economic growth. Two aims were correctly stated in relation to reducing inflation and reducing the
unemployment rate, but the other two responses were not actually economic aims. Only two marks
could therefore be given.

(c) There was an attempt by the candidate to describe the policies that a government might take to
increase the rate of economic growth in its country, in relation to monetary policy and fiscal policy, but
the descriptions were rather limited and were not linked closely enough to the possible impact on the
rate of economic growth. Three marks were awarded to the response.

(d) The candidate offered a very limited response to this final part of the question. It did not seem clear
that the candidate had fully grasped what was required in the question and, although there were vague
references to conflicts, there was a very weak link to the question. Only one mark was awarded.

Mark awarded = 6 out of 20

Question 6

6 There are over 200 countries in the world and they vary enormously in terms of their level of
development and extent of poverty. Many of the developing countries have high rates of population

growth.

(a) Describe what an economist would need to know to decide whether a country should be
classified as developed or not. [6]

(b) BExplain what influences a country's birth rate. [6]

(c) Discuss whether encouraging multi-national companies to set up in a country would reduce
that country’s level of poverty. [8]

Mark scheme

6 (a) Datainclude:

¢ real GDP per capita

¢ Human Development Index
occupational distribution of labour
birth rate/death rate
life expectancy
rate of population growth
quality of infrastructure
housing/sanitation
proportion of exports from the primary sector
quality of water
literacy rate.

® @ & =

A list-like approach can gain no more than 3 marks. [6]
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(b) Possible influences:

(c)

the average age of the population

the gender balance of the population

the women's fertility rate

the age at which women decide to have children
the participation rate of women in the labour force
the socio-economic status of women

the availability of/knowledge about family planning
the standard of living

education

medical/health facilities

cultural issues.

FPossible benefits:

companies would provide jobs leading to a reduction in unemployment
incomes would rise
standards of living/quality of life could increase

[6]

government revenue from taxation would increase, providing money to finance poverty

reduction programmes for those not at work.

Possible problems:

some of the jobs might not be very well paid

there is no guarantee that the company will remain in the country for long
some of the jobs might be reserved for workers from country of company

much of the profit will be sent home to original country.

A one-sided answer can gain no more than 5 marks.

[8]
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Example candidate response — grade A
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Examiner comment — grade A

(a) The candidate’s answer to the first part of the question was of a good standard. The question required
candidates to describe what an economist would need to know to decide whether a country should be
classified as developed or not. The candidate made reference to a number of relevant factors, including
the death rate, the birth rate, life expectancy and the division of employment in terms of the primary and
tertiary sectors. The answer was awarded five marks.

(b) In the second part of the question, the candidate was required to explain what could influence a
country's birth rate and there was good coverage of a number of factors, including the availability of
contraceptives, religious and cultural factors, the age of marriage, the proportion of people in higher
education, the participation rate of women in the labour force and the possible impact of government
policy. This was a sound explanation and five marks were awarded.

(c) In the final part of the question, the candidate was required to discuss whether encouraging multi-
national companies to set up in a country would be likely to reduce that country’s level of poverty. There
was a consideration of the possible advantages of multi-national companies in this respect, such as in
relation to employment, income, skills and taxation on profits. The candidate then went on to consider
the other point of view, pointing out that multi-national companies might exploit workers by paying
them low wages and also that they might not be required to pay the full amount of tax. A one-sided
answer could gain no more than five marks, but this candidate did make an attempt to offer a balanced
discussion, although more could have been written on the potential disadvantages. The answer was
therefore awarded six marks.

Mark awarded = 16 out of 20
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Exa

mple candidate response — grade C
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Examiner comment — grade C

(a) The candidate was required to describe what an economist would need to know to decide whether a
country should be classified as developed or not. There is reference to such factors as real GDP per
capita, levels of income, the adult literacy rate, life expectancy, school enrolment and the proportion of
people employed in the primary, secondary and tertiary sectors. However, although a number of factors
are identified, the answer is rather list-like and the points really needed to be described more fully. The
response was awarded three marks.

(b) In this part of the question, the candidate was asked to explain what influences a country’s birth rate
and there is reference to contraception, levels of female employment and age of marriage. The answer,
however, is rather list-like in approach; the command or directive word in the question is ‘explain’ and it
was felt that the candidate really needed to develop the explanations of these points more fully. Three
marks were awarded.

(c) The candidate did attempt to offer a balanced discussion of the role of multi-national companies in
reducing poverty. On one side, various benefits were considered, such as the payment of taxes to
the government, the introduction of technology and the provision of employment. On the other side,
possible disadvantages were considered, such as tax avoidance, repatriation of profits to the home
country and possible exploitation of workers. Although the candidate did make an attempt to consider
both points of view, it was felt that there needed to be more of a focus on the reduction of a country’s
level of poverty. Five marks were awarded.

Mark awarded = 11 out of 20
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Paper 2 — Structured questions

Example candidate response — grade E
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Paper 2 — Structured questions

Examiner comment — grade E

(a) There is a brief consideration of some of the factors that an economist would need to know to decide
whether a country should be classified as developed or not, including the rate of unemployment, the
rate of inflation, economic growth and GDP. The response, however, is very limited and these factors
are not really described in sufficient detail. Two marks were awarded.

(b) The candidate provides a very superficial answer. There is no real explanation of what influences a
country’s birth rate, just a few comments in relation to the rate of unemployment and the money
available for education and health care. It is a very limited response and was given just one mark.

(c) The answer to the final part of the question is a one-sided response which only deals with the possible
advantages of a multi-national company setting up in a country. There are references to the creation
of employment and the possible effect on economic growth, but it is a very limited response. There
is no attempt to look at the other point of view, i.e. that the setting up of multi-national companies in
a country might not contribute to the reduction of that country’s level of poverty. Three marks were
awarded to the response.

Mark awarded = 6 out of 20
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Paper 3 — Analysis and critical evaluation

Paper 3 — Analysis and critical evaluation

Question 1

The extract ‘Diamond mining in Sierra Leone’ will be needed for this question.

1 (a) (i) Calculate Sierra Leone's Human Development Index (HDI) value in 2008.

.............................................................................................................................. [1]
(ii) Identify two components of the HDI.
.............................................................................................................................. [2]
(b) (i) What is the formula for calculating price elasticity of demand?
.[2]

(ii) Explain whether the extract suggests that the demand for diamonds is price elastic
or price inelastic.
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Paper 3 — Analysis and critical evaluation

(c) Using a demand and supply diagram, analyse the effect of the change in the number of
diamond mines in 2008 on the market for diamonds.
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(e) Discuss whether a successful, domestic diamond industry would benefit the economy
of Sierra Leone.
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Extract for question 1

Diamond mining in Sierra Leone

Sierra Leone is a very poor African country which regularly comes bottom of the United Nations’
Human Development Index (HDI). In 2008 its Gross Domestic Product (GDP) per head was only
1.5% of that of the United States (US). The average income in the US was US$46 000. In the same
year, Sierra Leone had an HDI value of one-third of the US's HDI value of 0.96.

Sierra Leone's government has often hoped that its diamond mining industry will reduce poverty
in the country. The country's exports of diamonds rose in value by more than five times between
2000 and 2007. Tax revenue from the industry also rose significantly over this period. Multi-national
companies (MNCs) have been encouraged to mine for diamonds in the country. If more MNCs
come into the country, the government may raise more corporation tax and income tax revenue,
and reduce its budget deficit (the excess of its spending over its tax revenue).

The diamond industry, however, is subject to significant changes in demand and supply and, as
a result, this leads to significant change in the price. In 2008 diamond prices fell. World demand
decreased as incomes in a number of countries declined. The demand for diamonds is very
sensitive to changes in both income and price. With consumers cutting back on their purchases of
diamonds, a number of mines were closed throughout the world. More than 100000 workers lost
their jobs in India, which has the world'’s largest diamond cutting and polishing industry.

Demand for diamonds continued to decrease in 2009. As a result, some of Sierra Leone’s diamond
miners switched to working in agriculture. A number of diamond mining firms started to search for
other minerals, including gold. Some government ministers welcomed the search as, if successful,
the economy would become more diversified.
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1

(@) (i)
(ii)

Human Development Index (HDI) value in 2008 = 0.32. [1]

1 mark each for identifying two components of HDI from:

GDP (GNI) (per capita)

+ life expectancy

adult literacy (mean years of schooling)

» school enrolment (expected years of schooling).

Note: if adult literacy (mean years of schooling) and school enrolment (expected years of
schooling) are not given, can accept education for 1 mark. 2]

(b} (i} Formula for price elasticity of demand (PED):
PED = % change in quantity demanded/% change in price (2).
PED = change in quantity demanded/change in price (1). [2]
(i} Price elastic (1) as it states demand for diamonds is very sensitive to price (1). [2]
(c)
S1
D S
Price of
diamonds
P1
P
S1 D
S
5 b
Q1 a Quantity of diamonds

1 mark for correct labels.

1 mark for shift of the supply curve to the left.

1 mark for correct equilibriums.

1 mark for mentioning the quantity traded would have fallen.

1 mark for mentioning that a decrease in supply would increase price.

Note: maximum mark of 4. 4]

(d) 1 mark for workers changing jobs — mining to agriculture (1).

1

mark for firms changing the products they produce — diamonds to gold/other

minerals/capital. Enterprise or land if the change is identified (1). 2]



Paper 3 — Analysis and critical evaluation

(e) Reasons why it might:
» generate employment
s earn foreign currency
¢ improve the current account position
= contribute to economic growth
¢ increase tax revenue.

Reasons why it might not:
e« may push up the exchange rate and make other products less internationally competitive

+ may damage areas of natural beauty

¢ |lower demand for diamonds in the future

e risk of overspecialisation.

Up to 4 marks for a one-sided approach or a list-like approach. [7]
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Example candidate response — grade A
1 (a) (i) Calculate Sierra Leone's Human Development Index (HDI) value in 2008. -

z I .. 0.:.96,
3

...........................

e .23 1]

(i) Identify two components of the HDI.

3R

ST — o e S R e i B R B 8 b 00 b ad b b

........................... [2]
(b) (i) Whatis the formula for calculating price elasticity of demand?
Den, = '
....... ED, %@!@e 0‘%_139 in_guahhy_denazld..........
............................. Rrcerita e.....Ckag®... ... PAR....
. —— . sassis [
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(i) Explain whether the extract suggests that the demand for diamonds is price elastic
or price inelastic.
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.............................................

(c) Using a demand and supply diagram, analyse the effect of the change in the:-number of
diamond mines in 2008 on the market for diamonds.
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(d) Idéntlfy from the extract two examples of factors. of production changing their use.
Workery in. mines... Switched . Fenoa., Fheir pec,[_gﬁu ..
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(e) D|scuss whether a successful, domestic-diamond industry would benefit the economy
of Sierra Leone.
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Examiner comment — grade A

(a) (i) The candidate accurately calculates the Human Development Index (HDI) value.

(ii) Only one relevant component of the HDI is identified. The reference to ‘the basket’ might have
reflected some confusion with a consumer price index. The identification of ‘a base year’ refers to
how an index is constructed rather than what is in the HDI.

(b) (i) The correct formula is given and is sufficient to gain the full two marks.

(if) The candidate correctly identifies that the extract suggests that demand for diamonds is price
elastic. However, the explanation provided is confused. Demand would still be affected by changes
in price even if it was price inelastic. The last sentence draws on the extract but concentrates on
why demand had fallen and not on the extent to which demand responds to a change in price. To
gain the second mark, the candidate needed to provide relevant evidence from the extract.

(c) A clear, well labelled and accurate diagram is produced. The equilibrium points are indicated and the
changes in supply, price and quantity are shown on the diagram. The explanation is lucid and well
structured.

(d) The candidate identifies how workers have changed their use. The second paragraph focuses on firms
changing their use. Reference to capital might have been made here but it was decided that firms would
be acceptable in this case.

(e) The candidate reveals the common confusion between production and productivity near the start of the
answer. Nevertheless, the answer provides a good discussion on the benefits of a successful domestic
diamond industry. It discusses how it would raise GDP and so would increase employment and living
standards. It also explains how tax revenue and exports would increase. The answer then considers the
possible disadvantages of overspecialisation. Full marks would have been awarded if there had been
more on the disadvantages or a stronger conclusion.

Mark awarded = 17 out of 20
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Example candidate response — grade C

1 (a) (i) Calculate Sierra Leone's Human Development Index (HD!) value in 2008.

_______________ D‘c]b; D.2.0:37.....

(ii) Identify two components of the HDI.

.......... Living... standocd......andl..... peaple s... Tncame....0s........

......... Com ponends..of.. .. HD.T...

..................................................................................................................................

.............................................................................................................................. [2)
(b) (i) Whatis the formula for calculating price elasticity of demand?
) il 2 g ! ty
DB rn o e
.................... %.0herde ia ke price .
.......................................... 2]
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WS whether the extract suggests that the demand for diamonds is price elastic
or price inelastic. o
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(e) Using a demand and supply diagram, analyse the effect of the change in‘the number of
diamond mines in 2008 on the market for diamonds.
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(d) Identify from the extract two examples of factors of production changing their use.
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(e) Discuss whether a successful, domestic diamond-industry would benefit the economy
of Sierra Leone.
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Examiner comment — grade C

(a) (i) A correct calculation.
(if) The references to 'living standard’ and ‘people’s income’ are too vague.

(b) (i) A confused understanding of price elasticity of demand (PED) is revealed. There is no recognition
that PED measures the responsiveness of demand (to a change in price).

(ii) A clear answer which recognises that demand for diamonds is elastic and provides the relevant
evidence drawn from the extract.

(c) The candidate correctly labelled the demand and supply curves. Confusion is, however, shown over
what happened to the supply of diamonds. The answer is also uncertain about what would happen to
price and demand.

(d) The candidate correctly identifies the change in the use of land and the change in the use of capital.
Good awareness is shown of the nature of capital goods.

(e) After a rather uncertain start, this becomes a clear answer on the benefits of a successful, domestic
diamond industry. Unfortunately, the candidate does not consider why such an industry might not

benefit the economy of Sierra Leone.

Mark awarded = 10 out of 20
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Example candidate response — grade E
1 (a) (i) Calculate Sierra Leone’s Human Development Index (HDI) value-in 2008.

..... HDI-. . 0:96% 1/3
= 0.3 TR TEY

(i) Identify two components of the HDI.
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(b) (i) Whatis the formula for calculating price elasticity of demand?
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(i) Explain whether the extract suggests that the demand for diamonds is price elastic
or price inelastic.
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(c) Using a demand and supply diagram, analyse the effect of the change in the number of
diamond mines in 2008 on the market for diamonds.
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(d) Identify from the extract two examples of factors of production changing their use.

Wbmwmmmx&umwm

(e) Discuss whether a successiul, domestic diamond industry would benefit the economy
of Sierra Leone.
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Examiner comment — grade E

(a) (i) An accurate calculation.
(if) There is confusion about the nature of the HDI and relevant components are not identified.
(b) (i) Confusion is shown with the formula for calculating price elasticity of demand reversed.

(if) The candidate recognises that demand for diamonds is price elastic. To gain the second mark,
a clear explanation of why the extract suggests that demand is price elastic is necessary. The
candidate writes about what happened to price but does not focus on the responsiveness of
demand to a change in price.

(c) The diagram drawn is correctly labelled but a shift to the left of the demand curve is shown rather than
a shift to the left of the supply curve. The written analysis does not pick up on the significance of the
closure of some of the diamond mines in 2008.

(d) The candidate recognises that labour has changed in its use with some miners switching to working in
agriculture and firms searching for other minerals.

(e) The answer does seek to examine both sides. It is stronger on the possible benefits than on the
possible costs. More width of discussion is required for more marks. For instance, the candidate might
have explained the impact on Sierra Leone’s exports and might have considered the environmental
impact of more mining.

Mark awarded = 9 out of 20
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Question 2

The extract ‘The changing fate of the Philippines’ will be needed for this question.

2 (a) Define labour productivity.

(b) (i) What has happened to a country’s real GDP if its economic growth rate has fallen
from 7.3% to 4.6%"7?

(ii) Using information from the extract, explain why the Philippines’ economy was not
seriously affected by the global recession (economic downturn) in 2008.
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(c) Explain how a government subsidising house-building may reduce poverty.

(d) (i) Using Table 1, calculate which country had the highest GDP per head in 2007.
Show your workings.

Cambridge IGCSE Economics 0455 55



Paper 3 — Analysis and critical evaluation

(ii) Why might GDP per head in a country rise at a time when its GDP is falling?

(e) Discuss the factors which may influence whether tax revenue will increase in the
Philippines in the future.

Additional writing space is on the next page
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Extract for question 2

The changing fate of the Philippines

Three decades ago the Philippines was one of the richest Asian economies. lts slower growth
rate, however, caused it to fall behind its neighbours. lts position may now be changing. In 2007
its annual economic growth rate rose to 7.3%, its highest rate for 31 years. Its annual economic
growth rate fell to 4.6% in 2008 but, nevertheless, it experienced positive economic growth during
a period of global recession (economic downturn).

One of the reasons why the economy of the Philippines performed better than many other
economies was its government’s increased spending on infrastructure and social services.
Investment still needs to increase to improve the country’s relatively low labour productivity, and
more effective government policy measures are needed to reduce poverty. Indeed, the number of
people in the Philippines living below the poverty line has risen to nearly 4 million in recent years.
The government is aiming to raise its country’s income relative to its Asian neighbours (see Table
1). It has considered subsidising house-building to reduce poverty.

The country benefits from remittances (money sent home by workers) from the 11 million people
from the Philippines who work abroad. The Philippines is the fourth largest recipient of remittances
in the world and these remittances have helped to protect it from the effects of the global recession.

In 2009 the government was still trying to reduce the country’s budget deficit. In 2005 it expanded
the coverage of its value added tax (VAT) and raised its rate from 10% to 12%. Tax revenues,
however, remain relatively low, in part, because of tax evasion.

Table 1: Gross Domestic Product (GDP) and population
in selected Asian economies in 2007

Country GDP (USS$ billion) Population (million)
China 3330 1332
Indonesia 456 228
Thailand 260 65
Malaysia 182 26
Philippines 170 85
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Mark scheme

2 (a) 1 mark for output per worker/output per time period/output per worker hour. 1]

(b) (i} It has risen (1) more slowly (1). [2]

(i} Increased government spending (on infrastructure and social services) (1) and
remittances (1).
2 marks if two reasons are identified or one reason is identified and explained. 2]

(c) A subsidy is a payment to firms/reduces costs of production (1).
A subsidy would be expected to increase the supply of housing (1), higher supply would
lower price (1) making it more accessible to the poor (1) and raise living standards (1).
A rise in house-building may create jobs (1), some of which may be undertaken by the
previously unemployed (1) higher employment may generate other jobs/have a multiplier
effect (1) and so raise living standards (1).
Note: credit multiplier approach but not required.
Note: maximum mark of 4. [4]

(d) (i) Malaysia (1), $7000/relevant workings (1).

(ii} 1 mark for its population falls further than its GDP/fall in population size. [3]

(e) Up to 4 marks for identification of factors, for example:
changes in rates
coverage
tax evasion
GDP
price elasticity of demand
rise in population
level of imports.

p to 5 marks for commenting on factors, for example:
tax revenue may rise if rates increase/decrease,
if the tax base is increased,
if tax evasion is reduced and GDP increases.

e wC® Y & REs

Note a maximum of 8 marks. [8]
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Example candidate response — grade A

2 (a) Define labour productwlty/"

?«pduchu@ .. M-pu% o ?wr:’uced &y.. ko,
M%Quﬂmpwdﬂ@dwww

(b) (i) What has happened to a couniry's real GDP if |ts economic growth rate:has fallen
from 7. 3% to 4.6%7? P

The....coudry...real. GRP.. Fug. a,fcso DGR,
Meclioed
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(ii) Using information from the extract, explain why the Philippines’ economy was not
seriously affected by the global recession (economic downturn) in 2008,

sl by o high rede. o berefil fom............
temitonces.... honce. Hhirshelped. thom., a¢ mel &

R ;;eoplem ........... by . a zﬁ.,.,&@ippﬁ*d Y.

...............................................................................................................................

(¢) Explain how a government subsidising house-building. may reduce poverty.

This. mcibeg lmfla{rg Jewseu... chaager.. bong.. . fiera.....
all..inreae... Hoi. \Wﬁ)f 5@(&«5{2 8. incecaed. c%,
.Ii:..meemu* ... people.... R ill...be.. biced. fo.. héwr

... M-a:;. faemple Jaou2.. Rar.... rnme ,'f‘er u{ano/mﬂ/r %...

Dy, eX.. Spvoved . a '}‘“{3 ..... w. gt 4 fpr/m#e
,gmﬁfnm'r}- ax.. revenves.. ave.. d doo.. hencp ...

Jeevenve....sadn.. k8. wed... 7. @Hf* ... Infrmsbuchice . . ...

be....wed.. ... oeasirss...do. bedp. Hhe... poor.. ek K.
Joagey.....0 m.....ﬂ...tba«.(ia,..zzzed ..... thc .. 0k, peopk. fa.....

fmplewmkfev‘pdimf&r’@dm@w{y
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(d) (i) Using Table 1, calculate which country had the highest GDP per head in 2007.

Show your workings.
China Inderagiy......... Toailer..... Modeyte il
- 3230 . TINRR Np— [, '
1322 ST I 68 Bl i
2. 2:8..... B DR . « 7 d..

P;:rkeud N . AW,

(ii) Why mighl GDP per head in a country rise at a time when its GDP is falling?

The.... popslatio. saill... ... deglmefg ........... i S =

......................................................... T Il .
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62

(e) Discuss the factors which may influence whether tax revenue will increase in the

Philippines in the future.

Emp&zym%*@&zp[ggnm}m/ﬂ@_@bfmh#e
’D!’"/fﬂoffm‘m te.. futire.. then. Fox. tvene.. il increase....

%f%emnmwcwoﬁaqewmehﬁm%r

gkl o the. futwe... Here. oe. e peopk.. sho.........
afe,ga?ggﬁéew%m ..... He. ki, 0. e, ad idllicy......
o0d...able.. Jo..do...jobt... Hen...tve.. peapk.. il be..omployed....
whcﬂimmg‘rtﬁqu@pm}ncm_ﬁnwﬂgy
wle. ... . fudie. can. ol thflence.. o reverve.. Jf. Foopkit.
ml’iacm#fmmﬂayvdrwduewfww#w@&
Nabus. Added. Tove. Bt Bocaue. spording.. siild. bave. incr-eared,
Jﬂmmwmﬂre_qav@‘b,g&mmmﬁwdx%_ﬁﬂv&nmmf
Will...ean... Jox...vevee.. Fegh. coperatin. fox.. Bud ik it ie sot
Jikoly....4e... increave #@a/ﬁw-h%@mmwﬂéeeam
%pmdueba»w!zke@z’or .o decrane. in. He.....
fuabus... [y it I gorg R Jrercae. Hhen.. e govprmmeen £E.....
ok revee.... Rl...inateve . ). it will decrsee .. He. o....

reunib L. decreese. .. bd—mmeettor—bord s 4.........
peaple...are... likely. . Jpect... nc . 2. ok If. el ark....
Aoing 1. haport....ane . *"vq%w\?fn &Aa{ggy Ferrifs

.......
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T”lﬁg@:ﬂmm@—&’Jnircwwuearjfke@bmmﬂe”‘mﬂ
ako. ethvate... e nunber... . peofe. bhaly 4. travel ...
.. rore.... Ropk.. . Mhedy. e acel fo. .o pubiculbe. ata.....
n.the fubure .. Hbe... qovemement..codld. Oblam pere. Fak..........
0.4, & pardler..zed . 1f. Hherear.. ki poople Je . ...
travel. ;. then... deas. will. be. eamed A, it nvedmentn..
Grelj%f@h%mUEt”ﬂQMrﬁ.dt—nJ’“9¢#Pfﬁ

%Ymdhfwﬁ'ﬂ%%/%@ﬁm@yﬂ@m

tPhothor. Jox. reveue affé&y/%fﬂvMﬁfme[s]
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Examiner comment — grade A
(a) A clear and accurate definition.

(b) (i) The candidate does not recognise that a fall in the economic growth rate from 7.3% to 4.6% means
that real GDP has still grown but more slowly.

(ii) One reason is identified. This needed to be explained in more detail or the other should have been
identified to gain full marks.

(c) This is a good answer which provides clear links between a government providing a subsidy and poverty
being reduced. The candidate recognises the effect of a subsidy on the price of housing, the quantity of
housing, employment and living standards.

(d) (i) The candidate recognises that Malaysia had the highest GDP per head. The correct method of
calculation is used even though the figure given is 7 rather than $7,000.

(ii) A brief and perceptive answer that recognises that GDP per head might rise even if GDP is falling if
population is also declining.

(e) The candidate reveals a good awareness of the factors that influence the amount of tax revenue
a government receives. There is some good discussion on the impact of changes in employment,
spending, profit, investment, tariffs and road tolls. The answer would have been strengthened even
further by less repetition towards the end of page nine and rather more depth of discussion.

Mark awarded = 16 out of 20

Example candidate response — grade C
2 (a) Define labour productivity.
e | DT PIOARCANTY...35..... QUERUS.... PIOOINCE ... Y. L.
......... workers.... The. formula... 3s... ‘

La&omerMV‘*{j:—w ....................

number of [abour [

(b) (i) What has happened to a country’s real GDP if its economic growth rate has fallen
from 7.3% to 4.6%7? . :

........ Econamic.. Jowi. 35, InCRase. . ... 2al..30P ..
DR 6. e sum. ook gotel. Tnoons.,.tota . Lxpenditure.

...... Wil dlecreage. 278, Thew. wi. tnHunce.... total. Inome
ntal . epend e aned et ORI oo
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(ii) Using information from the extract, explain why the Philippines’ economy was not
seriously affected by the global recession (economic downturn) in 2008.

e ThE. PRI PPTARS... 6. 8. Tourth... larglet. dee......
e JRCIPL Gt ot e it tanses. . S0, R Werld...aud......
these  remittonces hove helpeol po protect t..

..................................................................................................................................

(c) Explain how a government subsidising house-building may reduce poverty.
o AQIRED AR GV 5. SkbRAY... ... B Pewast = bl ...
e Tt il elp.. POckucel... .. edite....Cost...oF....
o PLOGCE IO, C bsleling)... TN ... et nangy. k. Ploduce.,.
e 000 NG5, .. SlaoSidlyY.. g .. PaSS..... ... CoSumBrS,. Bhe
.......... house....will....chesper.. than.. befor.... And....olso. Ahe Frims.

e TNEE. . piil).... Yoduce.. anemployment..... Reople have Job....
il Co.,.they. . get come.. for their [He. dess....

............ A e T e

(d) (i)} Using Table 1, calculate which country had the highest GDP per head in 2007.

:Show your workings.

Ohina ;. 2250 % 132 = 2.8 GDP:por theah..

ocilndonesio. bbb, %228 =2 (Gpp.per hesd) ...
o Theilond s . 200 % 66 = L. CapR.Per head) ...

......... DS spsse R

(i) Why might GDP per head in a country rise at a fime when its GDP is falling?
......lﬁ.....%}l@:lemﬁd......1&@25:‘:!:1\!.@....:ﬁcmq.mi‘a....,g.mmzﬂz{a...........
obrded... .. period ok g0 Olobal . 0ol
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(e) Discuss the factors which may influence whether tax revenue will increase in the
Philippines in the future.

Th@mw«e.fwhﬂ-‘f'ﬁc-lmswhtbhr‘i“;\':]m-{—[uwr&.
e e g Fomenne WL Dugrese. .. L. PP LS.
TR RN RN, . TR he ok D\ Portack.. 3s.. Peoplels...
...-....-.?&e@!!l..&.-...ﬁa....-bh!i......u.ﬂ!@M\Efp\gj.maa&-...ml:a..-wi.l!\_.ﬂ/_ki-.luﬂm-&--.
’tﬁ&l’@ﬂ&n%%l'i’ﬂkﬁ}gouarn%%’rahmtdmahﬁﬂm

e 10b Ot GO s ety il e AT n. pAY...
______ .. Goulect . 45 mifhk. n8reest. CAK.. rousius
e The. $€086) SRR SRlonel...One .. TS, CCONMIC... Growth. . There.,
e SR Bt Ot cklogy... o Produchian... Now...........
... bedelogy will.3naeesy.. productivt). . o labour....
TR krtel putPut will Sucrease.,.. labour. total tnomee
...... will. Follow o twcreese. . The. Meke. lnmme. they det.,

X R XK. TR PRI . 20 S M. RUIRASR.....
X RO AR .. THO thited...ane... 35.... Baekeal bceay ...
o NREEIEEE VR0 . YOMUCE. ... Raterebt.. co02.,.. BEPeplE.
o heeney Just oan fet tew mongq... feopi? v dlondt Save.
el _Spondng | ok Thes. will...inelease.. CondunpPtion...
......... Aax.... % alse. Nheuse. ARX... L ...

Examiner comment — grade C

(a) A relevant definition is provided.

(b) (i) The candidate recognises that economic growth is an increase in real GDP but does not appreciate
that if economic growth falls from 7.3% to 4.6%, real GDP is rising.

(if) The candidate identifies the importance of remittances but greater depth of explanation is required
for full marks.

(c) A good answer. The candidate explains how a subsidy could reduce the cost of building houses, making
them cheaper and how more building would reduce unemployment and raise income. Good links are

provided from the start to a reduction in poverty.

(d) (i) The candidate follows the correct method of calculation, although not recognising the difference in
denominations, and comes to the correct answer.
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(if) This answer does not address the question. The candidate does not identify why GDP per head
might rise at a time when GDP is falling.

(e) The answer starts quite well in terms of the reference to the effects of changes in unemployment on
tax revenue. It then becomes rather repetitive. Towards the end of the answer the candidate refers
to the influence of spending on tax revenue. This combined with a brief development linking a fall in
unemployment to income and then tax at the start pushed the mark up to three.

Mark awarded = 11 out of 20

Example candidate response — grade E

2 (a) Define !abour praductivity.

WWMM%M O Bl BT .

p.a.uz OH. AMOCALLL.. ?.aac:u ........... — S—)

(b) (i) What has happened to a countrys real GDP if its economic growth rate has fallen
from 7.3% to 4.6%7?

M&QPWMMPWMM ......

_-H/u el FDP-Qd ,ut'

mm&ww&w .......... -[2]
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(ii) Using information from the extract, explain‘'why the Philippines’ economy was not
seriously affected by the global recesslion (economic downturn) in 2008.

L. pAARBADD IR MK AL 2 S PEIE

..Muw MAMMDLM@ WW&
..,pwm awpm;&m MM-&M

K34, .bo.m ALL ;ﬁ&‘x
Al ansd hafad 1O, sl ... W«-bmpmm ...........
AARRAL, A MM AL m LML, &Mpm WM!@

ff e s
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(d) (i) Using Table 1, calculate which country had the hlghest GDP per head in 2007.
Show your workings.

MDOALUY ... LA HAD... MAYALAA GO PR ...
o AROLIL. Ok 80 DL LA D20 LA S Rt Aithrht .

AAWWMpWMM%Wn

.. AN .. BAKIA ol 0.2 5. PP,

A A0 AA... Q‘.PPMMW -b»j.ﬂ-np'u}o-tm;z
B2 :

MMMWMM@WW ....... (1]
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(e) Discuss the factors which may mfluance whether tax revenue will increase in the
Philippines in the future.

WW%WmmyM ........

.-(:5 b (oD Pttt s Qs iy,

AL LI QL. AAASRL... L. ASAPIRA ... MM ..........
o AAALLL.... AXAAL.. AAOUAL... ’{«QWM ..... Lot LAl

W Mm AL -W.M Lol Lo, Haurs.
..... M -&u JQW MCRLL... OO AL, OHUA....

MMW&AMMW«MM .....
'ﬁwmwwm.@%w% ......

W_WMMWWMM .................
or AACLANOLIANRG.... HU . HLABRIAMNL ..o .. _—

70 Cambridge IGCSE Economics 0455



Paper 3 — Analysis and critical evaluation

Examiner comment — grade E

(a) The candidate is describing labour-intensive methods rather than labour productivity.
(b) (i) The answer confuses a fall in the growth of real GDP with an actual decline in real GDP.

(if) The candidate recognises that the Philippines experienced economic growth but does not explain
why it was able to do this at a time of global recession.

(c) This is a somewhat vague approach. The candidate recognises that the poor might have greater access
to housing but does not adequately explain why this would occur.

(d) (i) The candidate correctly calculates that Malaysia had the highest GDP and provides supporting
workings even though 7 is given rather than $7,000.

(if) A confused answer which requires a stronger understanding of GDP per head.

(e) The answer starts well but is narrowly focused. The second half of the answer essentially repeats
how changes in employment would alter the amount of tax revenue the government receives. A wider
perspective is needed with more distinctive influences on tax revenue discussed.

Mark awarded = 6 out of 20
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