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Paper 2 Data Response and Essay  
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You must answer on the enclosed answer booklet.

You will need: Answer booklet (enclosed)

INSTRUCTIONS
 Answer two questions in total:

Section A: answer Question 1.
Section B: answer one question.

 Follow the instructions on the front cover of the answer booklet. If you need additional answer paper, 
ask the invigilator for a continuation booklet.

 You may use a calculator.
 You may answer with reference to any economy you have studied where relevant to the question.

INFORMATION
 The total mark for this paper is 40.
 The number of marks for each question or part question is shown in brackets [ ].
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Mock Exam 1



Section A 

Answer all parts of Question 1.!



" (a) Use production possibility curves to compare the changes in the output of the RoI 
and Iceland shown in Fig. 1." " " " " " " " [3]!

" (b) (i) Use Fig. 2 to compare the general price level in Iceland in 2007 and 2015." [1]!

"    (ii) Explain two ways in which the fall in the value of the krona between the end of 
2007 and the end of 2008 might have caused the rise in the rate of inflation shown in 
Fig. 2. "" " " " " " " " " " [6]!

(c) Explain the factors that determine whether the devaluation of a currency such as the 
Icelandic krona would turn a current account deficit into a surplus." " [4]!

" (d) Consider whether the costs to an economy of managing its exchange rate outweigh 
the benefits of such a system." " " " " " " [6]!

Section B 

Answer one question!

EITHER 

2 (a) Distinguish between regressive and progressive taxes and explain whether you 
would use an income tax or a specific indirect tax to make post-tax incomes more 
equal." " " " " " " " " " " [8]!

" (b) Discuss whether income elasticity of demand is the most useful measure of 
elasticity to a firm." " " " " " " " " [12]!

OR 

3 In some countries vaccinations against infectious diseases are o#ered at a price and 
payment has to be made.!

" (a) Use a diagram to explain how a subsidy given to producers in the market for 
vaccinations will a#ect the market price and explain the impact of this subsidy upon the 
consumer surplus in this market." " " " " " " [8]!

" (b) Discuss whether decision-making is more e#ective when undertaken by 
governments in a planned economy rather than by individuals in a free market 
economy." " " " " " " " " " [12]!

Section C 

Answer one question!

EITHER 



4" (a) Distinguish between structural and frictional unemployment. Consider which would 
be likely to have the greater negative e#ect on an economy." " " [8]!

" (b) To what extent do you agree that the costs of economic growth are greater than the 
benefits?! ! ! ! ! " " " " " [12]!

OR 

5 (a) Show how exchange rates are determined in a freely floating system. Explain how a 
high rate of inflation in an economy can lead to depreciation in that economy’s 
exchange rate. Use a diagram to support your answer." " " " [8]!

" (b) Discuss how e#ective monetary policy is likely to be in correcting both inflation and 
deflation when they each occur in an economy." " " " " [12]


