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INSTRUCTIONS to candidates
· Do not open this examination paper until instructed to do so.
· You are not permitted access to any calculator for this paper.
·

Section A: answer one question.

·

Section B: answer one question.

· Use fully labelled diagrams and references to examples where appropriate.
· The maximum mark for this examination paper is [45 marks].

Please note:
•

Time yourself carefully during the examination. Poor timing is the most
common error students make on answering questions in an examination.

•

Please answer Section A and Section B on separate sheets of paper and
leave a margin on your answer sheets.
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Grade Boundaries from November 2015
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Section A
Answer one question from this section.
Microeconomics
1.
(a) Explain why changes in the price of goods and services may lead to changes
in resource allocation. [10 marks] (Nov 2016 SL)

3

(b) Examine the consequences of the lack of a pricing mechanism for common
access resources. [15 marks] (Nov 2016 SL)

4

Note: Examiner Comments not available for question 1.

5

2.
(a) Explain three factors that could lead to an increase in demand for cigarettes.
[10 marks]

(May 2014 SL)

(b) Discuss three policies a government might use to reduce the consumption of
a demerit good such as cigarettes. [15 marks] (May 2014 SL)

6

7

8

Examiner Comments for Question 2:

Section B
Answer one question from this section.

3. Study the extract below and answer the questions that follow.

African Development Bank (AfDB) promotes improved access to
water, sanitation and health services in rural and urban Uganda
9

(1) The AfDB and the Government of Uganda signed two agreements
recently to finance projects to improve health services and access to
water and sanitation, in urban and rural areas of Uganda. The projects will
cost US$155.8 million and are expected to boost the country’s efforts to
meet the 2015 Millennium Development Goals for health, water and
sanitation.
(2) Uganda’s National Development Plan identifies the provision of
improved health services as well as adequate water supply and improved
sanitation as key priority areas. “Investing in human development is
crucial to economic growth and reducing poverty” said a government
official. “So is the provision of adequate quantity and quality of water for
all social and economic needs, for current and future generations.”
(3) Up to 2.4 million people in rural areas and small towns across Uganda
should have improved access to water supply and sanitation by 2016
following the AfDB’s approval of US$67 million. This supports Uganda’s
national goal to increase access to water supply and sanitation services to
100 % coverage by 2035.
(4) Furthermore, access to quality and affordable health care services for
the Kampala and metropolitan area will be improved. Immediate project
beneficiaries are estimated at 3 million people, the majority being women
and children under 15 years of age.
(5) The AfDB Vice-President said: “The AfDB and Uganda have been
partners in several development areas and the AfDB will continue to work
with the Government of Uganda in its efforts to improve the economic and
social wellbeing of the people of Uganda.”
[Source: http://www.afdb.org/en/news-and-events/article/afdb-promotesimproved-access-to-water-sanitation-and-health-services-in-rural- andurban-uganda-8771/]

(a)
(i) List two of the Millennium Development Goals (MDGs)
(paragraph 1). [2 marks]
(ii) Define the term economic growth indicated in bold in the text
(paragraph 2). [2 marks]

10

(b) Using a demand and supply diagram, explain how the AfDB projects
will lead to more “affordable health care services” (paragraph 4). [4 marks]

11

(c) With reference to a poverty trap (poverty cycle), explain how
“investing in human development is crucial to ... reducing poverty”
(paragraph 2). [4 marks]

12

(d) Using information from the text/data and your knowledge of
economics, evaluate the likely effectiveness of the AfDB and Ugandan
government projects in promoting economic development (paragraph 1).
[8 marks]
(May 2014 SL)
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Examiner Comments (note that on the IBO exam the question was numbered ‘4’.
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4. Study the extract below and answer the questions that follow.

Democratic Republic of Congo – development affected by conflict
(1) The Democratic Republic of the Congo (DRC) is a nation with many
natural resources. It is slowly recovering after decades of decline.
Corruption since independence in 1960, combined with political instability
and con ict that began in the mid 1990s, has dramatically affected
national output and government revenue.
(2) Much economic activity occurs in the informal sector. However,
activity in the mining sector, the source of most export income, has
boosted the government’s scal position and gross domestic product
(GDP) growth in recent years. Mining companies are exploiting the large
reserves of copper, diamonds and gold, in particular Chinese companies.
In 2012, 53 % of DRC exports went to China.
(3) The greatest challenge confronting the DRC is con ict. The con ict is
due to rival groups ghting to control the country’s resources. Five million
people have died. More than 90 % of those who died were indirect victims
of violence – in other words these were people made homeless by
violence who then died due to diarrhoea, malaria and pneumonia. The
Human Development Index (HDI) value for the DRC was 0.304 in 2012,
which was the lowest ranking in the world.
(4) However, there is hope. The DRC provides 80 % of the minerals used
to make satellites and mobile phones (cell phones) and it has the
agricultural potential to feed the rest of Africa. It has also averaged more
than 6 % annual growth in GDP since 2004 and the World Bank has
forecast economic growth of 9.6 % in 2012, with even higher growth in
2013.
(5) To add to the DRC’s challenges there has been more forest clearance in the
Congo Basin since 2010, much of it for palm-oil plantations. Annual rates of
deforestation in the Congo Basin have doubled since 1990, according to a new
study. This study lists population growth, migration, economic development and
global demand for natural resources as the major pressures on the forests.

[Source: adapted from https://cia.gov/library/publications, accessed 28
July 2013; http://cifor.org/mediamultimedia, accessed 28 July 2013;
http://newscientist.com, accessed 28 July 2013 and
http://www.spyghana.com, accessed 28 July 2013]

(a)

(i) Define the term informal sector [black market] indicated
15

in bold in the text (paragraph 2). [2 marks]

(ii) Define the term gross domestic product (GDP) indicated
in bold in the text (paragraph 2). [2 marks]

(b)

Explain why the Human Development Index (HDI) is
16

considered to be a useful indicator of economic
development (paragraph 3). [4 marks]
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(c)

Using an externalities diagram, explain how the
establishment of palm-oil plantations could lead to market
failure in the Democratic Republic of the Congo (DRC)
(paragraph 5). [4 marks]
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(d) Using information from the text/data and your knowledge of
economics, discuss the extent to which economic growth has led to
economic development in the Democratic Republic of the Congo
(DRC). [8 marks] (Nov 2015 SL)
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Examiner Comments (Note that this question was numbered ‘3’ on the IBO
paper)
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