
E X A M  Q U E S T I O N  P A C K

S C O R E P E R C E N T A G E

%

S T E M U P

ECONOMICS

/260

P E A R S O N  E D E X C E L  A - L E V E L  E C O N O M I C S  B  ·  9 E B 0

3 . 6  I N E Q U A L I T Y  A N D  R E D I S T R I B U T I O N

https://stemup.co.uk


S T E M U P . C O . U K

These questions belong to
Pearson Edexcel, not to us.
The examination questions and mark schemes in this pack were written and
published by Pearson Edexcel. They are past assessment materials, reproduced
here so that students can revise from them.

What we do not own
STEMUP is not affiliated with Pearson Edexcel and does not own, and makes no claim to
own, any of the question or mark scheme material in this pack. Pearson has not
endorsed, approved or been involved in the production of it. Pearson, Edexcel and the
qualification titles used here belong to their respective owners and appear for
identification only.

Where to find the originals
Pearson publishes its past papers and mark schemes free of charge. Always check the
current specification at qualifications.pearson.com before you revise, because content
and wording can change between series.

If you hold the rights to any material in this pack and would like it amended or
removed, contact admin@stemup.co.uk and we will act on it.

https://stemup.co.uk


Questions
 

Q1.           

Turkey – an emerging economy

Figure 1: Turkey's central bank lending rate, percent, 2013–2018

Figure 2: Selected emerging economy exchange rates, percentage change against the
US dollar: January 2018 compared to January 2016.

Extract A

Can Turkey's central bank avoid another rate rise?
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Extract B

Turkey aims to bin the plastic bag

Extract C

Istanbul's third airport set to be the busiest in the world
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(a)  Explain how the Turkish central bank intervenes in the currency market to prevent
'excessive appreciation or depreciation of the Turkish lira' (Extract A, lines 7–8).

(5)

(b)  Examine two reasons why the Turkish government may want to avoid a significant fall in the
exchange rate of the Turkish lira.

(8)

(c)  Discuss the likely success of policies to reduce the consumption of single-use plastic bags in
cities such as Istanbul.

(12)

EITHER

(d)  Evaluate the likely microeconomic and macroeconomic effects of a rise in interest rates in
Turkey.

(25)

OR

(e)  Evaluate the microeconomic and macroeconomic impact of large infrastructure projects such
as the building of a third airport in Istanbul.

(25)

 

(Total for question = 50 marks)

 

 

Q2.           

The chart below shows the UK Gini coefficient of incomes, 2007 to 2013.
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(a)  Explain one likely reason for the change in UK income inequality since 2007.

(4)
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.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

(b)  Which one of the following values for the Gini coefficient is correct if there is perfect income
equality?

(1)

   A    0

   B    0.5
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   C    1

   D    50:50

 

(Total for question = 5 marks)

 

 

Q3.           

Over the past 25 years, income inequality has been increasing in many developed countries. For
example, from 2007 to 2011 Spain's Gini coefficient rose by 6.0 percentage points, and Ireland's
by 6.6 percentage points.

Evaluate the factors which may have caused this increase in income inequality. Refer to a
developed economy of your choice in your answer.

 

(Total for question = 25 marks)

 

 

Q4.           

Read Figures 1 and 2 and the following extracts (A to C) before answering this
question.

UK Government spending and inequality
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(a)  Using a Lorenz curve diagram, explain how income inequality is measured using the Gini
coefficient. Refer to Extract A in your answer.

(5)

(b)  With reference to Figure 1 and Extract A, examine two likely causes of income inequality
within the UK.

(8)

(c)  With reference to Figure 2, assess whether an increase in real income improves subjective
happiness within the UK.

(10)

(d)  With reference to Extract C and your own knowledge, discuss methods the UK government
could use to increase tax revenue.

(12)

(e)  With reference to Extract B, discuss the benefits of an increase in infrastructure spending on
the UK economy. Use an aggregate demand and aggregate supply diagram to support your
answer.

(15)

 

(Total for question = 50 marks)

 

 

Q5.           
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Markets for food and drinks high in fat, salt or sugar (HFSS)

Figure 1: UK market share of potato crisps, 2017

Extract A

The effects of a total ban on advertising of HFSS foods
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Extract B

Taxing HFSS foods and subsidising healthy eating widens inequality
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Extract C

Tax on fatty foods in Denmark is an economic disaster

(a)  With reference to Figure 1 and Extract A, explain what is meant by a 'highly concentrated'
market for potato crisps (Extract A, lines 2–3).

(5)

(b)  Apart from changes in indirect taxes and subsidies, examine two causes of income
inequality within a developed economy such as the UK.

(8)

(c)  In Extract A, lines 15–16, it was suggested that some firms may respond to the advertising
ban by cutting the prices of their products.

Using game theory and the information provided in Figure 1 and Extract A, discuss the effects 
on firms of cutting prices in an oligopolistic market.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic effects of increased government spending
on education to promote healthy eating in the UK.

(25)

OR

(e)  Evaluate the likely microeconomic and macroeconomic effects of imposing a tax on HFSS
foods.

(25)

 

(Total for question = 50 marks)
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Q6.           

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

In terms of income distribution and wealth distribution Brazil is one of the most unequal
countries in the world. Its income Gini coefficient is 0.449 and it is ranked number 2 in the world
for its wealth inequality.

Evaluate possible economic causes of income and wealth inequalities within a country such as
Brazil.

 

(Total for question = 25 marks)

 

 

Q7.           

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

According to the charity Oxfam, the combined wealth of the 62 richest people in the world is the
same as the wealth of the poorest half of the world's population. The value of the combined
wealth of the poorest half of the world's population has fallen by 38% between 2010 and 2016.

(Source: adapted from https://www.oxfam.org/en/pressroom/pressreleases
/2016-01-18/62-people-own-same-half-world-reveals-oxfam-davos-report)

(a)  Explain the distinction between income and wealth.

(2)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................
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.............................................................................................................................................
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.............................................................................................................................................

.............................................................................................................................................

(b)  Explain one likely reason why global wealth inequality has increased.

(2)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

(c)  Which one of the following would be most likely to reduce a country's Gini coefficient?

An increase in:

(1)

   A    import tariffs

   B    progressive taxes

   C    regressive taxes

   D    value added tax

 

(Total for question = 5 marks)

 

 

Q8.           

Globalisation and Inequality

Figure 1: Proportion of population in absolute poverty (US$1.90-a-day 2011 PPP)
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Lessons from globalisation

Extract A

Extract B

Tackling inequality
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(a)  With reference to the information provided, explain the distinction between absolute poverty
and relative poverty.

(5)

(b)  With reference to the information provided and your own knowledge, examine two factors
that might explain the differing rates of decline in absolute poverty in East Asia and Sub-Saharan
Africa.

(8)

(c)  With reference to Extract A, discuss two macroeconomic policies, apart from protectionism,
that a government could use to reduce the negative effects of globalisation.

(12)

(d)  Assess the view that 'some level of inequality is desirable to maintain an appropriate
incentive structure in the economy' (Extract B, lines 19 and 20).

(10)

(e)  Discuss the role of the financial sector in the growth and development of developing
countries.

(15)

 

(Total for question = 50 marks)
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Mark Scheme
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Q7.           
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