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Reading the mark scheme

B1 a mark that stands on its own – the point is either made or not.
M1 a method mark: the right approach, even if the number is wrong.
A1 an answer mark, and it usually needs its M mark first.
C1 a working mark on the way to the answer.

// separates answers the examiner accepts equally.
ecf = error carried forward: a later part is marked on your own earlier answer.
owtte = “or words to that effect” – the wording need not match.
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Question 4
9708/11 N25 • Q4 • 1 mark

What is an example of a public good?4

A ferry that takes members of the public across a river.A

A fish farm that is owned by the government.B

A fishing boat that is owned by all members of a village.C

A lighthouse that warns boats of dangerous rocks.D

Which merit good is likely to be under-consumed the most?5

subsidy received
by producers

level of imperfect
information among

consumers

yeshighA

nohighB

yeslowC

nolowD

Which statement defines market equilibrium?6

when ceteris paribus no longer appliesA

when quantity demanded equals quantity suppliedB

when quantity demanded is equal to priceC

when supply can no longer expandD
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Solution 4

Answer: D

Why

A public good must be both non-excludable and non-rival.
Anything with a fare, a fence or an owner who can charge is excludable, so it
is not a public good.
Government ownership is irrelevant – what matters is whether non-payers can
be excluded.
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Question 11

9708/14 N25 • Q11 • 1 mark

What is a major function of the price mechanism?9

providing incentives for government intervention to reduce income inequalityA

removing shortages by creating incentives for market prices to fallB

removing surpluses by creating incentives for market prices to riseC

signalling changes in market conditions to producers and consumersD

In the diagram, D and S represent the initial demand and supply conditions for a good.10

D

S

S1

R

S
T U

V
W

X

Y
Z

price

O quantity

Which row correctly represents the change in consumer surplus and producer surplus if supply
shifts to S1?

producer surplusconsumer surplus

increases by S + T + Uincreases by UA

falls by W + Xfalls by S + TB

falls by Y + Zfalls from S + T + UC

falls to S + Vfalls to RD

What is a characteristic of a public good?11

Households cannot accurately value the benefits of a good.A

Households cannot be excluded from consuming the good.B

The amount of the good available diminishes as households consume it.C

Households are rivals in the consumption of the good.D
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Solution 11

Answer: B

Why

A public good is non-excludable: households cannot be prevented from
consuming it.
It is also non-rival, so one person’s consumption leaves the amount available
unchanged.
Not being able to value the benefit describes a merit good’s information
failure, not a public good.
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Question 13

9708/14 N25 • Q13 • 1 mark

A government imposes a specific indirect tax on a product that has an inelastic demand curve.

What is the incidence of tax in this case?

12

The tax falls entirely on the consumer.A

The tax falls entirely on the producer.B

The tax falls to a greater extent on the consumer than on the producer.C

The tax falls to a smaller extent on the consumer than on the producer.D

What is an example of direct public provision of goods and services?13

a charity hospital funded by public donations that offers free treatment to the rural poorA

a mobile government library that travels to rural villages offering access to booksB

a private-sector pharmacy that provides treatment directly to the publicC

a private school that offers free places to children of low income familiesD

When is a minimum wage most likely to help reduce the problem of income inequality?14

Higher paid workers maintain pay differentials.A

Labour mobility is low.B

The informal economy is small.C

The minimum wage leads to increased unemployment.D

What is not true about subsidies?15

They are paid to firms.A

They have to be paid back.B

They reduce the cost of production.C

They shift the supply curve to the right.D
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Solution 13

Answer: B

Why

Direct public provision means the state produces and supplies the service itself.
So look for a government-run and government-funded facility.
A charity, or a private provider given a subsidy, is not direct public provision.
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Question 3

9708/21 N25 • Q3 • 20 marks
3 (a) With the help of examples, explain the nature and characteristics of free goods
and private goods (economic goods) and consider the significance of the distinction
between these two types of good. [8]
(b) Assess whether education should be classified as a public good or a merit good.
[12] Section C Answer one question. EITHER
(a) (a) With the help of examples, explain the nature and characteristics of free goods
and private goods (economic goods) and consider the significance of the distinction
between these two types of good. [8] [8]
(b) (b) Assess whether education should be classified as a public good or a merit
good. [12] [12]
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Solution 3

(a) Mark scheme

With the help of examples, explain the nature and characteristics of free
goods and private goods (economic goods) and consider the
significance of the distinction between these two types of good.
Follow the point-based marking guidance at the top of this mark scheme and
award: up to 3 marks for AO1 Knowledge and understanding up to 3 marks for
AO2 Analysis and up to 2 marks for AO3 Evaluation.
AO1 Knowledge and understanding (max 3 marks)
Free goods:
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Solution 3

•
A free good is one which is consumed by people without a situation of
scarcity arising, i.e. there is enough of the good to satisfy everybody and
it has no opportunity cost, such as sunlight. 1

Private goods (economic goods):
•
A private or economic good is one which is consumed by an individual for
their own private benefit, such as clothing. 1

Use of appropriate examples of each type of good to support the
explanations. 1
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Solution 3

AO2 Analysis (max 3 marks)
Free goods:
•
As a free good is not scarce, it does not require a market. The supply of
the good equals the demand for it at zero price. It takes no factors of
production to produce a free good and so there is no opportunity cost
involved; analysis of the significance of there being no opportunity cost.
Private (economic) goods:
•
Excludability: people can be excluded from consuming it if they do not
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Solution 3

pay the required price for it.
•
Rivalry: the consumption of a private good by one person reduces its
availability for other people, i.e. there is rivalry in such a situation because
consumers are in competition with other consumers to consume a
particular product.
AO3 Evaluation (max 2 marks)
Offers a valid judgement on the significance of the distinction between the two
types of good (1) to reach a conclusion. 1

8
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Solution 3

AO1 Knowledge and understanding
3
AO2 Analysis
3
AO3 Evaluation
2
9708/21
October/November
2025
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Solution 3

(b) Mark scheme

Assess whether education should be classified as a public good or a
merit good.
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and Table
B: AO3 Evaluation to mark candidate responses to this question.
AO1 and AO2 out of 8 marks. AO3 out of 4 marks.
Indicative content
Responses may include:
AO1 Knowledge and understanding and AO2 Analysis
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Solution 3

Public good:
•
In contrast to private goods, public goods are provided by society as a
whole so that everyone can benefit from them.
•
Non-excludability: once a public good has been provided for one person,
it is not possible to stop other people from benefiting from such a good
(i.e. no one is excluded) (this would not apply to education).
•
Non-rivalry: as more people consumer the public good, the benefit to
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Solution 3

those already consuming it is not reduced (i.e. consumption by one
person does not prevent others from consuming it).
•
Non-rejectability: even if a person does not want the public good, they are
not actually able to reject it.
•
Free rider issue: it is impossible to exclude a person who has not paid.
Merit good:
•
A merit good is a particular type of private good.
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Solution 3

•
Like other private goods, a merit good is both rival and excludable.
•
What distinguishes a merit good is under-consumption if provided through
the private sector as a result of imperfect information in the market, such
as education (there has to be a clear focus on education throughout
the answer).
(Up to 8 marks)
Level 1 responses will be assertive and lacking in explanations/mainly
descriptive and/or mainly lacking in relevance to the question.
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Solution 3

Level 2 responses may contain some inaccuracies and will be one-sided.
Analysis will be explained at least in part and will be largely relevant to the
question.
Level 3 responses will consider alternative policies/concepts etc. and will be
balanced. Explanations of points raised will be offered and will be accurate
and relevant to the question.
12
9708/21
October/November
2025
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Solution 3

AO3 Evaluation
•
Evaluation of the distinction between the features and characteristics of a
public good and a merit good.
•
In conclusion, education is provided through both the public sector and
the private sector and so should be considered as a merit good rather
than a public good.
Accept all valid responses. A one-sided response cannot gain any marks for
evaluation. (Up to 4 marks)
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Solution 3

AO1 Knowledge and understanding and AO2 Analysis
8
AO3 Evaluation
4
9708/21
October/November
2025
EITHER
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Question 3

9708/11 J25 • Q3 • 1 mark

Which statement about a free vaccination programme is normative?1

It will help raise life expectancy.A

It is likely to improve the welfare of society.B

It will result in lower spending on other medical services.C

Tax revenues generated through improved economic activity will exceed the spending on
vaccination.

D

The diagram shows the production possibility curves of two countries, X and Y.2

0 20 60 100

60

50

40

0

capital

goods

consumer goods

country X

country Y

What can be concluded from the diagram?

Both countries have decreasing opportunity cost in the production of consumer goods.A

Both countries should produce 40 units of capital goods and 20 units of consumer goods.B

Country Y has constant opportunity cost in the production of consumer goods.C

Country Y is producing more consumer goods than country X.D

Which goods are least likely to be allocated by market forces in a mixed economy?3

hospitalsA

railwaysB

street lightingC

television programmesD

06_9708_11_2025_1.12© UCLES 2025
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Solution 3

Answer: C

Why

Market forces cannot allocate a good that is non-excludable and non-rival.
Street lighting is exactly that: no one can be charged and one person’s use
does not reduce another’s.
Hospitals, railways and television programmes can all be charged for, so
markets can supply them.
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Question 3

9708/12 J25 • Q3 • 1 mark

What is the best definition of a positive economic statement?1

A statement that is based on fact and can be tested.A

A statement that attempts to influence economic decisions.B

A statement that is subjective and cannot be confirmed.C

An encouraging economic update in the opinion of the central bank.D

The diagram is from a chapter on ‘The Fundamental Economic Problem’ in an Economics textbook.
It should contain the terms opportunity cost, scarcity and choice in the order that identifies the
fundamental economic problem.

2

leads to leads to

What is the correct order for the terms to appear in the diagram?

choice→ opportunity cost→ scarcityA

choice→ scarcity→ opportunity costB

scarcity→ choice→ opportunity costC

scarcity→ opportunity cost→ choiceD

What is a statement of the non-rivalrous nature of public goods?3

It is not possible to stop a non-payer from using the product.A

One person consuming the product does not reduce the amount of it available to others.B

People consume too little of the product because they are unaware of its true benefits.C

There is an unlimited supply of the product.D

A country increases its spending on education and training. It pays for this by reducing unemployment
benefit payments and increasing taxes on imports of machinery.

What is the likely effect of these changes?

4

physical capitalhuman capital

decreasesdecreasesA

increasesdecreasesB

decreasesincreasesC

increasesincreasesD

06_9708_12_2025_1.9a© UCLES 2025
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Solution 3

Answer: B

Why

Non-rival means one person’s consumption does not reduce what is available
to anyone else.
Non-excludable is the separate property that a non-payer cannot be kept out.
So the statement about one person’s use not reducing another’s is the
non-rivalry one.
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Question 13

9708/12 J25 • Q13 • 1 mark

Farmers want to extract wild honey from beehives. They find the beehives by following birds known
as honeyguide birds who want the beeswax that is also found in the beehives.

What does this suggest?

10

Farmers and honeyguide birds are rival consumers.A

Wild honey and beeswax are free goods.B

Wild honey and beeswax are in joint supply.C

Wild honey is the opportunity cost of beeswax.D

An indirect tax is imposed on good X.

Which situation is most likely to result in producers bearing a higher burden of the tax?

11

price elasticity of demand is elasticA

price elasticity of demand is inelasticB

price elasticity of supply is elasticC

price elasticity of supply is inelasticD

What would not be included in the calculation of an individual’s wealth?12

the house owned by the individualA

the savings in the individual’s bank accountB

the stocks and shares owned by the individualC

the wages earned by the individualD

Why might governments provide free education for children aged 4 to 16 years old?13

Consumers are not fully aware of the benefits of education.A

Education in a free market system would be over consumed.B

Education is a public good and there would be many free riders.C

The private costs of education exceed the private benefits in a free market.D
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Solution 13

Answer: A

Why

A merit good brings more benefit than consumers realise, so they
under-consume it in a free market.
That information failure is the market failure the government is correcting.
Education also has positive externalities, so the social benefit exceeds the
private benefit.
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Question 4
9708/1 23 • Q4 • 1 mark

3

9708/01/SP/23© UCLES 2020 [Turn over

4	 An individual buys a ticket to visit a government-owned art gallery.

	 How would this visit be classified by an economist?

	 A	 private and demerit good

	 B	 private and merit good

	 C	 public and demerit good

	 D	 public and merit good

5	 The diagram shows a shift in a firm’s supply curve from S1 to S2.

O

price

quantity

S2

S1

	 What may have caused the shift from S1 to S2?

	 A	 a decrease in the costs of production of the firm

	 B	 a decrease in the popularity of the firm’s product

	 C	 a decrease in the subsidy on the good

	 D	 a decrease in the tax on the good

6	 What is not an example of the role of the factor enterprise in a modern economy?

	 A	 deciding on new export markets for the firm’s goods and services

	 B	 making payments to suppliers for raw materials and capital goods

	 C	 reducing costs through the introduction of a new shift system for employees

	 D	 transforming the production process with the introduction of technological improvements
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Solution 4

Answer: B


