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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 26
9708/11 N25 • Q26 • 1 mark

A central bank increases interest rates to reduce inflation.

When will this policy be most likely to succeed?

23

When household spending is inelastic in response to interest rate changes.A

When the country has a floating exchange rate that appreciates.B

When the government has an increasing budget deficit.C

When trade unions demand higher wages to protect the living standards of their members.D

A government reduces its expenditure on workplace training, increases the level of indirect taxes
and reduces the rate of interest it pays on government debt.

How would these government macroeconomic policies be categorised?

24

monetaryfiscalsupply-side

keyexpconconA

con = contractionaryconconexpB

exp = expansionaryexpexpconC

conexpexpD

The government of a country reduces its budget deficit by cutting government spending. At the
same time, the central bank raises the interest rates.

When might this combination of policies be used?

25

unemployment rateinflation rate

highhighA

lowhighB

highlowC

lowlowD

A country’s currency depreciates in terms of other currencies.

What would be a consequence of this depreciation?

26

There would be a decrease in structural unemployment.A

There would be a decrease in the volume of exports.B

There would be an increase in cost-push inflationary pressure.C

There would be an increase in the budget deficit.D

11_9708_11_2025_1.8c© UCLES 2025
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Solution 26

Answer: C

Why

A depreciation makes exports cheaper abroad and imports dearer at home.
Dearer imports feed straight into domestic costs and prices, so inflation tends
to rise.
Export demand should rise, which helps output and employment – but not
structural unemployment.
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Question 16
9708/14 N25 • Q16 • 1 mark

The diagram shows three groups of people with four possible flows between them.

Which flow indicates that people have become discouraged from seeking work?

16

not in labour force

unemployed employed

A

B

D

C

What is required to prevent a rising price level due to an increase in aggregate demand?17

Additional productive capacity must be created.A

Government investment must remain at a constant level to stabilise supply.B

Greater reliance must be placed on imported goods to overcome any domestic shortfalls.C

Wage rates must change more frequently to maintain levels of employment and output.D

An open economy with a government is in equilibrium at a national income of $900 million.

Households spend $700 million and save $50 million.

Firms spend $100 million on investment.

The government spends $150 million and has a balanced budget.

How much is spent on exports and imports?

18

import spending
($ million)

export spending
($ million)

100100A

50100B

10050C

5050D

11_9708_14_2025_1.16c© UCLES 2025
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Solution 16

Answer: A

Why

The three groups are employed, unemployed and not in the labour force.
Someone unemployed who gives up searching stops being counted as
unemployed.
So the flow is from unemployed to not in the labour force – which is why
discouragement flatters the figures.
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Question 4

9708/21 N25 • Q4 • 20 marks
4 (a) Explain the possible causes of frictional unemployment and technological
unemployment and consider whether some element of frictional unemployment is
inevitable in an economy. [8]
(b) Assess whether the consequences of technological unemployment are likely to be
more serious than those of cyclical unemployment. [12] OR
(a) (a) Explain the possible causes of frictional unemployment and technological
unemployment and consider whether some element of frictional unemployment is
inevitable in an economy. [8] [8]
(b) (b) Assess whether the consequences of technological unemployment are likely to
be more serious than those of cyclical unemployment. [12] [12]
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Solution 4

(a) Mark scheme

Explain the possible causes of frictional unemployment and
technological unemployment and consider whether some element of
frictional unemployment is inevitable in an economy.
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, up to 2 marks for AO3 Evaluation.
AO1 Knowledge and understanding (max 3 marks)
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Solution 4

•
A knowledge and understanding of what unemployment means in
general. 1

•
One cause of frictional unemployment: it is temporary and at any point
in time, there will be workers transferring between jobs; this could occur
simply because an individual wishes to improve their job prospects and
needs to spend time searching for a new job; there will be some
unemployment while the transfer between jobs takes place. Searching
may take some time if information about the availability of jobs is not very
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Solution 4

good. Frictional unemployment can include not only search
unemployment, but also casual unemployment and seasonal
unemployment. 1

•
One cause of technological unemployment is a type of structural
unemployment that arises from the introduction of technology, when
existing workers do not have the skills to operate the new technology;
This is caused when developments in technology and working practices
cause some workers to lose their jobs as they are replaced by capital
investment. 1
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Solution 4

AO2 Analysis (max 3 marks)
An analysis of whether some element of frictional unemployment is
inevitable, e.g. it would depend on the quality of information available about
vacancies and the extent to which workers would be keen to change from one
job to another. Is it always likely to occur? Candidates need to analyse the
extent to which it is or is not inevitable.
AO3 Evaluation (max 2 marks)
Offers a valid judgement on whether some element of frictional unemployment
is inevitable in an economy (1) to reach a conclusion. 1

8
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Solution 4

AO1 Knowledge and understanding
3
AO2 Analysis
3
AO3 Evaluation
2
9708/21
October/November
2025
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Solution 4

(b) Mark scheme

Assess whether the consequences of technological unemployment are
likely to be more serious than those of cyclical unemployment.
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 4

Technological unemployment:
•
Workers are unemployed as a result of a change in the pattern of
production when machines replace labour in the productive process.
•
New skills are required to use the capital equipment.
•
Such unemployment is due to technical progress; if workers cannot move
from one industry to another because of a lack of the required skills, they
will become technologically unemployed.
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Solution 4

Cyclical unemployment:
•
Workers are unemployed because of a deficiency in aggregate demand,
i.e. there are insufficient jobs in an economy.
•
Whereas technological unemployment affects workers in particular
industries, cyclical or demand-deficient unemployment affects the whole
economy with job losses across a number of industries as firms reduce
their output.
Focus of analysis should be the relative seriousness of the two types of
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Solution 4

unemployment. i.e. which is more serious and why.
(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.
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.
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Solution 4

AO3 Evaluation
•
Consideration of whether the consequences of technological
unemployment are likely to be more serious than those of cyclical
unemployment to reach a conclusion.
Accept all valid responses.
A one-sided response cannot gain any marks for evaluation. (Up to 4 marks)
12
9708/21
October/November
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Solution 4

2025
AO1 Knowledge and understanding and AO2 Analysis
8
AO3 Evaluation
4
9708/21
October/November
2025
OR
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Question 5

9708/24 N25 • Q5 • 20 marks
5 (a) Explain the difference between structural unemployment and cyclical
unemployment and consider the extent to which structural unemployment is likely to
be more damaging to an economy than cyclical unemployment. [8]
(b) Low unemployment is a macroeconomic policy objective for a government.
Assess the extent to which this is most likely to be achieved by supply-side policy. [12]
(a) (a) Explain the difference between structural unemployment and cyclical
unemployment and consider the extent to which structural unemployment is likely to
be more damaging to an economy than cyclical unemployment. [8] [8]
(b) (b) Low unemployment is a macroeconomic policy objective for a government.
Assess the extent to which this is most likely to be achieved by supply-side policy.
[12] [12]
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Solution 5

(a) Mark scheme

Explain the difference between structural unemployment and cyclical
unemployment and consider the extent to which structural
unemployment is likely to be more damaging to an economy than
cyclical unemployment.
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
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Solution 5

up to 2 marks for AO3 Evaluation.
AO1 Knowledge and Understanding (max 3 marks)
•
Unemployment is a situation where people are willing and able to work
but do not have a job. 1

•
Structural unemployment occurs due to structural changes in an economy
because of changes in the pattern of supply and demand for products,
services, and labour. 1

•
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Solution 5

Cyclical unemployment occurs due to a lack of aggregate demand within
an economy because of, e.g., a downturn in the economic cycle. 1

AO2 Analysis (max 3 marks)
Analysis may focus on the following but must compare the two types. Note: if
only one type is analysed, two marks max and no evaluation marks may be
awarded.
•
Structural unemployment may be more serious depending on the
importance of the affected industry to an economy because it is more
likely to be permanent.
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Solution 5

•
It can be focused on entire regions, whereas:
•
Cyclical unemployment may be more serious as it affects the entire
country.
•
Both will lead to a loss of income and people affected are less likely to be
able to find work.
AO3 Evaluation (max 2 marks)
For an assessment of which type is likely to be most serious and may consider
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Solution 5

the timescale, the ease of retraining (if structural), the number of people
affected, etc. Note: the second mark is reserved for a justified conclusion.
8
AO1 Knowledge and understanding
3
AO2 Analysis
3
AO3 Evaluation
2
9708/24



Past-paper walk-through

Solution 5

October/November
2025
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Solution 5

(b) Mark scheme

Low unemployment is a macroeconomic policy objective for a
government.
Assess the extent to which this is most likely to be achieved by supply-
side policy.
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
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Solution 5

Responses may include:
AO1 Knowledge and understanding and AO2 Analysis
•
An understanding of what is meant by supply side policy.
•
Analysis of different types of supply side policy designed to reduce
unemployment which may include training and education, reducing
benefits, infrastructure development, reducing taxes
•
Analysis of the limitations of such policies.
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Solution 5

•
Analysis of other policies such as fiscal and monetary policy designed to
increase AD and may be more appropriate if unemployment is cyclical.
•
Examples may include extra government spending and reducing income
taxes together with reducing interest rates.
•
Analysis of the limitations of alternative policies.
Level 1 responses will be assertive and lacking in explanations/mainly
descriptive and/or or mainly lacking in relevance to the question.
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Solution 5

Level 2 responses may contain some inaccuracies and may 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.
AO3 Evaluation
Of the extent to which a low level of unemployment is most likely to be achieved
by supply side policy and arrives at a reasoned and justified conclusion.
A one-sided response cannot gain any marks for evaluation.
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Solution 5

Accept all valid responses.
12
AO1 Knowledge and understanding and AO2 Analysis
8
AO3 Evaluation
4
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Question 18

9708/11 J25 • Q18 • 1 mark

An open economy with a government sector is in equilibrium. Households in this economy save
$100 million and firms spend $150 million on investment.

Which combination of the budget balance and the current account balance would lead to an
equilibrium position on the circular flow of income?

17

current account balancebudget balance

$50m deficit$100m deficitA

$50m surplus$100m deficitB

$50m deficit$100m surplusC

$50m surplus$100m surplusD

An economy’s manufacturing share of real GDP fell from 30% in 1990 to 12% in 2023.

Which type of unemployment would have resulted from this?

18

cyclicalA

frictionalB

structuralC

voluntaryD

Which statement is not correct?19

The long-run aggregate supply curve can be downward sloping.A

The long-run aggregate supply curve can be horizontal.B

The long-run aggregate supply curve can be upward sloping.C

The long-run aggregate supply curve can be vertical.D

The price of a pack of six eggs rises from $1.00 to $1.32 over a year. Consumer prices, as measured
by the consumer price index, rise by 10% over the same period.

What is the real price of a pack of six eggs at the end of the year?

20

$1.32D$1.20C$1.10B$1.00A

06_9708_11_2025_1.12© UCLES 2025
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Solution 18

Answer: C

Why

A permanent fall in one sector’s share of output means those jobs have gone
for good.
The workers’ skills no longer match where the jobs are.
That is structural unemployment; cyclical unemployment comes and goes with
the trade cycle.
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Question 19

9708/12 J25 • Q19 • 1 mark

The aggregate demand curve is typically downward sloping.

What is one possible explanation for this?

18

A fall in the price level will lead to a rise in demand for imports.A

As the price level falls, improved productivity will reduce unit costs.B

If the price level is high, any interest rate changes will encourage consumption.C

The real value of assets increases as the price level falls.D

What is most likely to cause an unemployed worker to be classified as frictionally unemployed?19

lack of relevant skills for vacant jobsA

lack of up-to-date job vacancy informationB

greater use of technology in the production processC

an increase in regional pay inequalityD

The table shows figures estimated at the end of a train drivers’ strike.20

$
(000s)

600

20

40

30

loss of ticket revenue for train companies

value placed on extra leisure time by strikers

loss of government tax revenue

overtime payments to police

What was the reduction in the recorded level of national income resulting from the strike?

$690000D$640000C$610000B$570000A

What is likely to be an expansionary monetary policy?21

a decrease in the availability of creditA

a decrease in the exchange rateB

an increase in government spendingC

an increase in subsidies for trainingD

06_9708_12_2025_1.9a© UCLES 2025
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Solution 19

Answer: B

Why

Frictional unemployment is the short-term unemployment of people between
jobs.
It arises from imperfect information about where the vacancies are.
A lack of relevant skills would be structural unemployment instead.
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Question 20
9708/1 23 • Q20 • 1 mark

10

9708/01/SP/23© UCLES 2020

20	 A large coal mine is forced to close because of falling demand for coal as consumers switch to 
less polluting fuels. The government organises retraining courses and recruitment events for the 
coal mine workers.

	 Which type of unemployment is the government trying to reduce?

	 A	 cyclical

	 B	 seasonal

	 C	 structural

	 D	 technological

21	 A government succeeds in changing a current account deficit into a current account surplus.

	 Why might this current account surplus increase the country’s inflation rate?

	 A	 It raises Aggregate Demand.

	 B	 It raises production costs.

	 C	 It reduces the exchange rate.

	 D	 It reduces the money supply.

22	 The diagram shows a government’s revenue and expenditure for three years.

10 2 3 4

2008

2009

2010

revenue
expenditure

revenue
expenditure

revenue
expenditure

$m

	 What can be concluded from the diagram?

	 A	 A budget deficit was replaced by a budget surplus.

	 B	 A budget deficit increased.

	 C	 The economy moved from a point within its production possibility curve (PPC) to a point on it.

	 D	 The yield from taxation continuously increased.
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Solution 20

Answer: C


