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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 30
9708/12 N25 • Q30 • 1 mark

The diagram shows the effect of a government removing the tariff on imports of rice into its country.30
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How would the removal of this tariff affect the consumer surplus and the government's revenue?

government revenueconsumer surplus

decreases by WVTXincreases by VUTA

decreases by WVQ3Q2increases by VUTB

decreases by WVTXincreases by P1VUP2C

decreases by WVQ3Q2increases by P1VUP2D
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Solution 30

Answer: C

Why

Removing a tariff lowers the domestic price of the imported good.
Domestic production falls, domestic consumption rises, and the gap is filled by
more imports.
Consumer surplus rises, producer surplus falls, and the government loses its
tariff revenue.
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Question 3

9708/14 N25 • Q3 • 1 mark

What is characterised as a free good?1

one that has zero opportunity costA

one that is non-excludable and non-rivalrousB

one that is supplied by the government with no chargeC

one that receives a 100% government subsidyD

Which combination correctly identifies the rewards to each factor of production?2

landlabourenterprisecapital

wagesrentprofitinterestA

rentwagesprofitinterestB

rentwagesinterestprofitC

profitinterestwagesrentD

A government wants to move its economy away from central planning towards a market economy.

Which policy would be consistent with this aim?

3

introduce tariffs on imported goodsA

privatise the ownership of electricity generationB

provide free education for primary school pupilsC

reduce prices of foods such as wheat and riceD

A country is currently producing at output Z on production possibility curve XY. Its annual economic
growth rate is forecast to decline over the next ten years to 5% per year.

If the forecast is correct, which point represents its most likely economic output in 10 years?

4

O
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goods

consumer goods
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Solution 3

Answer: B

Why

Moving towards a market economy means letting prices and profit allocate
resources.
Privatisation, deregulation and removing subsidies all do that.
Introducing tariffs is more intervention, so it works against the aim.
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Question 23

9708/14 N25 • Q23 • 1 mark

Which increase makes cost-push inflation less likely to happen?19

indirect tax ratesA

raw material shortagesB

the foreign exchange rateC

trade union powerD

When calculating national income by the income method, what would not be included?20

income from abroadA

profits of private sector businessesB

rent from the ownership of landC

transfer paymentsD

What is an example of expansionary fiscal policy?21

an increase in income taxA

an increase in private sector investmentB

an increase in spending on public goodsC

an increase in the money supplyD

An economy has both increasing imported raw material prices and demand-pull inflation.

Which combination of policies is most likely to help its government achieve its macroeconomic
objective of price stability?

22

rate of interestexchange ratebudget deficit

decreasesdepreciatesdecreasesA

increasesappreciatesdecreasesB

decreasesdepreciatesincreasesC

increasesappreciatesincreasesD

What is an example of a supply-side policy?23

an import quota to restrict the supply of goodsA

a rise in interest rates to encourage the supply of savingsB

a specific tax on the supply of goods to raise revenueC

a subsidy to businesses to promote the supply of training coursesD

[Turn over11_9708_14_2025_1.16c© UCLES 2025
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Solution 23

Answer: D

Why

Supply-side policy raises the economy’s productive capacity.
So training, deregulation, tax incentives to invest and improving labour
mobility all count.
An import quota or a tax on a good works on demand and prices, not on
capacity.
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Question 26
9708/14 N25 • Q26 • 1 mark

A worker earns $10000 and pays $1000 in income tax.

Another worker earns $30000 and pays $4500 in income tax.

A third worker earns $150000 and pays $50000 in income tax.

Which type of tax is this?

24

indirectA

progressiveB

proportionalC

regressiveD

An increase in interest rates is an example of which type of policy?25

contractionary fiscal policyA

contractionary monetary policyB

expansionary monetary policyC

restrictive supply-side policyD

For which government measure would both the outcomes shown be likely to benefit its economy?26

outcome 2outcome 1government measure

encourage illegal trade
and corruption

protect against import of
harmful materials

embargoesA

are a drain on
government expenditure

give home producers a
cost advantage

export subsidiesB

reduce balance of
payments deficit

restrict volume of
expensive imports

import quotasC

cause unemployment
due to rising costs of
imported raw materials

protect some jobs by
raising import prices

tariffsD
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Solution 26

Answer: C

Why

Read both outcomes and ask whether each is a benefit.
A measure with one good and one bad outcome cannot be the answer.
So look for the government measure where both listed outcomes work in the
economy’s favour.
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Question 5

9708/21 N25 • Q5 • 20 marks
5 (a) Explain two tools of protection used by a country when trading internationally
and consider whether one is likely to have more of an impact on the country’s economy
than the other. [8]
(b) Assess whether all consumers, all producers and the government in a country will
benefit equally from protectionism. [12]
(a) (a) Explain two tools of protection used by a country when trading internationally
and consider whether one is likely to have more of an impact on the country’s economy
than the other. [8] [8]
(b) (b) Assess whether all consumers, all producers and the government in a country
will benefit equally from protectionism. [12] [12]
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Solution 5

(a) Mark scheme

Explain two tools of protection used by a country when trading
internationally and consider whether one is likely to have more of an
impact on the country’s economy than the other.
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 5

An explanation of what is meant by protectionism in general, i.e. to protect
domestic industries from international competition. 1

An explanation of two tools of protection used by a country when trading
internationally, including tariffs, import quotas, export subsidies, embargoes
and excessive administrative burdens (‘red tape’). (1 × 2)
AO2 Analysis (max 3 marks)
An analysis of the two tools and how they impact an economy as methods of
protection (a maximum of 2 marks if only one tool of protection is analysed).
AO3 Evaluation (max 2 marks)
Offers a valid judgement on whether one of the tools of protection is likely to
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Solution 5

have more of an impact on the country than the other (1) to reach a
conclusion. 1

8
AO1 Knowledge and understanding
3
AO2 Analysis
3
AO3 Evaluation
2
9708/21
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Solution 5

October/November
2025
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Solution 5

(b) Mark scheme

Assess whether all consumers, all producers and the government in a
country will benefit equally from protectionism.
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 5

Consumers:
•
Consumers are likely to be worse off as a result of protectionist
measures. There may be a restriction of choice. In the case of a tariff,
consumer surplus will be lower after a tariff is imposed because
consumers will pay a higher price but will consume less (i.e. there will be
a redistribution of income away from consumers).
Producers:
•
Producers may gain from protectionism as there will be a higher producer
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Solution 5

surplus with producers gaining at the expense of consumers (i.e. there
will be a redistribution of income towards producers). However,
protectionism may reduce the incentive to be efficient, e.g. potential
benefits of the infant industry argument may not materialise.
Government:
•
A government can receive revenue from a tariff. There may be an
improvement in the balance of trade if protectionism is successful in
reducing imports. However, whether domestic production will be able to
compensate for this will depend on the elasticity of supply.
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Solution 5

(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.
AO3 Evaluation
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Solution 5

•
Consideration of whether all consumers, all producers and the
government in a country will benefit equally from protectionism 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
2025
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Solution 5

AO1 Knowledge and understanding and AO2 Analysis
8
AO3 Evaluation
4
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Question 21
9708/11 J25 • Q21 • 1 mark

What is not an example of monetary policy?21

a rise in import tariffs on manufactured goodsA

a rise in interest rates by the central bankB

a rise in credit regulationsC

a rise in the money supplyD

A government decides to raise most of its revenues from indirect taxes.

What would increase the effectiveness of this policy?

22

an increasing trend towards bartering of goodsA

increasing interest rates on household savingsB

increasing occurrence of informal markets in the economyC

placing taxes on goods and services which have a price-inelastic demandD

A government uses expansionary monetary policy over a three-year period.

Which combination identifies the likely impact of such a policy?

23

unemploymentprice levelreal GDP

fallingrisingfallingA

risingrisingrisingB

fallingrisingrisingC

risingfallingrisingD

What is not an example of an expansionary supply-side policy?24

a reduction in government spending on trainingA

an increase in support for technological improvementB

a reduction in payments to the unemployedC

an increase in privatisation of industryD

[Turn over06_9708_11_2025_1.12© UCLES 2025
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Solution 21

Answer: A

Why

Monetary policy works through interest rates, the money supply and credit
conditions.
Raising interest rates or tightening credit regulation are both monetary.
An import tariff is a trade policy, collected as a tax – nothing to do with the
money supply.
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Question 27
9708/11 J25 • Q27 • 1 mark

The table shows the amount of tax paid on three different levels of income.

Which combination shows a proportional income tax system?

25

tax paid on annual
income of $40000

tax paid on annual
income of $20000

tax paid on annual
income of $10000

100010001000A

200015001000B

400020001000C

800025001000D

Why does the value of a country’s terms of trade have no monetary units?26

It cannot be calculated accurately enough.A

It includes more than one currency.B

It is a ratio of two index numbers.C

It measures change over time.D

Which statement correctly describes a tariff?27

It is a complete ban on imports.A

It is a minimum price for domestic producers.B

It is a payment to exporters.C

It is a tax imposed on imports.D

A country has a persistent deficit on the current account of its balance of payments. 

What is most likely to improve the situation in the long run?

28

a lowering of the level of import dutiesA

a reduction in the level of income taxB

the introduction of expansionary monetary policyC

the use of grants to encourage new investment by firmsD

06_9708_11_2025_1.12© UCLES 2025
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Solution 27

Answer: D

Why

A tariff is a tax placed on imported goods.
It raises the price of imports, so domestic producers become more competitive.
A complete ban is an embargo, and a payment to producers is a subsidy.
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Question 26

9708/12 J25 • Q26 • 1 mark

The diagram shows aggregate demand (AD) and aggregate supply (AS) curves. The initial equilibrium
is at X. A government decides to invest in an increase in infrastructure.

What will be the short-term effect of this policy on the equilibrium?

25

price
level

O
real GDP

AS1

AD AD1

AS

AS2

A

B

C
D

X

Which statement is not a valid reason why a country may impose protectionist measures?26

to allow a newly developed domestic industry to grow to a viable sizeA

to enable a country to retain control of an industry it regards as being of strategic importanceB

to give consumers a wider choice of goods and servicesC

to give time for workers in a declining domestic industry to find alternative employmentD

What is most likely to lead to a persistent surplus in a country’s current account of its balance of
payments?

27

a low domestic savings rateA

an undervalued exchange rateB

highly protectionist policies by other countriesC

low investment income from abroadD

Which formula is used to calculate the terms of trade?28

the average price of exports divided by the average price of importsA

the average price of imports divided by the average price of exportsB

the value of exports divided by the value of importsC

the value of imports divided by the value of exportsD

06_9708_12_2025_1.9a© UCLES 2025

10



Past-paper walk-through

Solution 26

Answer: C

Why

Protecting an infant industry, or a strategic one, or retaliating against
dumping, are all recognised arguments.
So is protecting employment during structural change.
What is not valid is a reason that would simply raise costs for consumers with
no offsetting gain.
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Question 29

9708/1 23 • Q29 • 1 mark

13

9708/01/SP/23© UCLES 2020

29	 A small trading country decides on a policy of import substitution by producing more goods and 
services itself rather than purchasing them from other countries.

	 What is the most likely reason for this policy?

	 A	 to follow the principle of absolute advantage

	 B	 to influence world prices in international markets

	 C	 to protect local industries from foreign competition

	 D	 to substitute imported technology for local labour

30	 The monetary authorities of a country, whose currency is floating freely, raise the market rates of 
interest.

	 Other things being equal, the exchange rate of the currency is most likely to

	 A	 fall, as domestic fixed capital formation declines in response to higher rates of interest.

	 B	 fall, because the quantity of money must be reduced to cause rates of interest to rise.

	 C	 rise, as foreigners buy the domestic currency in order to hold assets with a higher yield.

	 D	 rise, as exporters increase the volume of exports to hold foreign currency.



Past-paper walk-through

Solution 29

Answer: C


