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Q1.
Net migration in Lithuania fell from 1.4% of the population in 2003 to -6.1% in 2017.

Explain one possible effect of this change in net migration on Lithuania's long-run aggregate
supply.

(Total for question = 4 marks)
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Q2.

Answer the question with a cross in the box you think is correct X. If you change your
mind about an answer, put a line through the box # and then mark your new answer
with a cross X.

Which one of the following statements about the classical long-run aggregate supply (LRAS)
curve is correct?

LI A Itisrelatively elastic at high levels of spare capacity
1 B Itis perfectly inelastic at the full employment level of real output
L1 € Itis perfectly inelastic at high levels of spare capacity

LI D Itis relatively elastic at the full employment level of real output

(Total for question = 1 mark)

Q3.

Study Figure 1, Extract A and Extract B in the Source Booklet before answering this
question.

With reference to Extract A, examine the likely impact on Japan's real output of the fall in
domestic consumption.

(Total for question = 8 marks)

Q4.

Between January 2020 and May 2020 the global oil price decreased from $63 a barrel to $31 a
barrel.

Evaluate the view that falling global oil prices will always benefit a country's macroeconomy.
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(Total for question = 20 marks)

Q5.

Study Figure 1, Figure 2, Extract A and Extract B in the Source Booklet before
answering this question.

Examine the likely impact on the UK's real output of 'the rising cost of energy' (Extract A, line 4).

(Total for question = 8 marks)

Q6.

Answer the question with a cross in the box you think is correct [X. If you change your
mind about an answer, put a line through the box % and then mark your new answer
with a cross [X.

The diagram shows the short-run aggregate supply curve and the aggregate demand curve for
China's economy.
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Which one of the following was the most likely cause of the change from SRAS,; to SRAS,?
[ A Anincrease in energy prices

[0 B A decrease in indirect tax rates
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[0 € Anincrease in investment in education

[0 D A decrease in bank lending to consumers

(Total for question = 1 mark)

Q7.

The Ethiopian Government has made significant investments in the agricultural sector and has
plans to allocate a further US$15 billion to irrigation development by 2020. The UK Government
paid a subsidy for a windfarm. Which one of the following is also an interventionist supply-side
policy?

L1 A Deregulation of the labour market

1 B Privatisation

[0 € A reduction in interest rates

[l D Regional policy

(Total for question = 1 mark)

Q8.

Answer the question with a cross in a box [X. If you change your mind about an
answer, put a line through the box # and then mark your new answer with a cross X.

In Austria investment was $98 billion in 2012 and it increased to $129 billion in 2022.
Which one of the following is most likely to have caused this increase in investment?
[l A Anincrease in the availability of credit

[ B Anincrease in the rate of tax on company profits

[l € Anincrease in the base rate of interest

[l D Anincrease in commodity prices
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(Total for question = 1 mark)

Qo.

Answer the question with a cross in the box you think is correct X. If you change your
mind about an answer, put a line through the box 4 and then mark your new answer
with a cross [X.

Which one of the following statements about the Keynesian long-run aggregate supply (LRAS)
curve is correct?

[ A The curve is perfectly inelastic at the full employment level of real output
[l B The curve is relatively elastic at the full employment level of real output
[ € The curve is relatively inelastic at high levels of spare capacity

[ D The curve is perfectly inelastic at high levels of spare capacity

(Total for question = 1 mark)

Q10.

Answer the question with a cross in a box X. If you change your mind about an
answer, put a line through the box 2 and then mark your new answer with a cross X.

Which one of the following statements about the classical long-run aggregate supply (LRAS)
curve is correct?

[1 A Itis perfectly inelastic when there is a high level of spare capacity
[1 B Itis relatively elastic at the full employment level of real output
1 € Itis relatively inelastic at high levels of spare capacity

LI D Itis perfectly inelastic at the full employment level of real output

(Total for question = 1 mark)
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Q11.

Study Figure 1, Figure 2 and Extract A in the Source Booklet before answering this
question.

Examine two likely macroeconomic effects of 'significant wage increases' (Extract A, line 21) on
the UK economy.

(Total for question = 8 marks)

Q1l2.

Answer the question with a cross in the box you think is correct X. If you change your

mind about an answer, put a line through the box 4 and then mark your new answer
with a cross [X.

Which one of the following would cause a leftward shift in a country's short-run aggregate
supply (SRAS) curve?

A A decrease in bank lending to consumers

[0 B A decrease in the rate of indirect tax
[ € Anincrease in the price of natural gas
[0 D Anincrease in investment in healthcare
(Total for question = 1 mark)
Q13.

Between January 2020 and December 2022 the global price of coal per tonne increased from
$64.25 to $172.30. Japan is a net importer of coal.
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Draw a SRAS and AD diagram to show the effect of this increase in the price of coal on the price
level and real output for Japan.

(Total for question = 4 marks)
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Q14.

Answer the question with a cross in the box you think is correct X. If you change your
mind about an answer, put a line through the box 4 and then mark your new answer
with a cross X.

Which one of the following will result in a movement along the AS curve?

[l A Anincrease in the cost of raw materials

[l B A decrease in the cost of energy

[1 € Anincrease in the price level

[l D A decrease in the rate of indirect tax

(Total for question = 1 mark)

Q15.

In 2018 oil prices fell by 4.8% because of excess supply in the global market. Germany is a net
importer of oil.

Draw an AD and SRAS diagram to show the possible impact of the fall in oil prices on the price
level and real output on the German economy.
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(Total for question = 4 marks)

Mark Scheme

Q1.
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Question | Explain one possible effect of this change in net migration on Mark
Lithuania’s long-run aggregate supply.
Answer
Knowledge 1, Application 1, Analysis 2
Q52: Calculate, use and understand, percentages, percentage
changes and percentage point changes
Knowledge
1 mark for:
* Knowledge of net migration e, g Net migration is immigration minus
emigration (1)
« Knowledge off/or drawing of a LRAS curve (Keynesian/ Classical)(1)
Analysis
Up to two marks for:
» Reduction in productive capacity/fall in factors of production (1)
« If skilled labour leaves, productivity may fall (1)
« Identification of/or diagram showing leftward shift/decrease in LRAS
(1)
LRAS LRAS
Price
Leval
o
p
AD
¥ ¥ Real GDP growth
Application
One mark for applying to Lithuania e.g.:
= Net migration has fallen from 1.4% to -6.1% (1)
« Net migration was positive and now negative (1)
« Net migration has fallen by 7.5 percentage points (1)
+ More people now emigrate from Lithuania and immigrate to the
country (1) (4)

Q2.
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Question | Quantitative skills Answer Mark
assessed
QS4: Construct and The only correct answer is B
;irggle; a :nrﬁia?fforms A is not correct because the classical LRAS
Qs8: Makge clglculations of will be perfectly inelastic, and the economy
elast.icity and interpret will be operating at full capacity
the result C is not correct because the economy will
QS9: Interpret, apply and | be operating at full capacity
i?_?tltfne m:;rmi:lor;algular D is not correct because at full employment
d - grap | f ' level of real output, the classical LRAS would
and numerical forms be perfectly inelastic (1)

Q3.
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Question

With reference to Extract A, examine the likely impact on Japan’s real
output of the fall in domestic consumption.

Knowledge 2, Application 2, Analysis 2, Evaluation 2

Quantitative Skill Assessed

QS9: Interpret, apply and analyse information in written, graphical,
tabular and numerical forms

Knowledge
1 kn-::wledge mark for understanding of real output, e.g.:
«  Qutput adjusted for inflation (1)

AND
1 knowledge mark for identifying the impact:

+ Fall in Japan's real output (1)

Analysis
Up to 2 marks for analysing the impact (1+1), e.g.:

« Consumption is a component of AD (C+1+G+(X-M)) (1) so AD
is likely to fall (this can also be shown on an accurately drawn
AD/AS diagram) (1)

+ Higher savings (1) so increases withdrawals from Japan’s
circular flow of income (1)

Application

Up to 2 marks for reference to Extract A, e.g.:
+ Fall in domestic consumption ... remained a concern (1)
+ Makes up more than half of Japan's economy (1)
+«  Fell by 0.5% (1)

+ Consumers in Japan experienced significant increases in
the prices of goods and services (1)

Evaluation
Up to 2 marks for evaluative comments (1+1 or 2+0), e.g.:

* The magnitude of the fall in domestic consumption is relatively
small (1) so impact on real output is insignificant (1)

« The impact on real output may be reversed in the long-run if the
exchange rate gets stronger (1) and Japanese imports become
relatively cheaper (1)

+ Real output may not fall in long-run (1) if other components of
AD rise, e.g. government spending (1)

« Impact on real output depends on elasticity of LRAS (1); real
output will decrease If AD lies on elastic segment of LRAS (1)

(8)

Q4.

STEMUP.CO.UK
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Question
Number

Indicative content

Indicative content guidance

Answers must be credited by using the level descriptors (below) in line with the
general marking guidance.

The indicative content below exemplifies some of the points that candidates
may make but this does not imply that any of these must be included. Other
relevant points must also be credited.

Quantitative skills assessed

QS9: Interpret, apply and analyse information in written, graphical and
tabular forms.

Knowledge, application and analysis (12 marks) - indicative content

Falling oil prices are beneficial to an economy because:
» For economies which are net importers of oil, this will lead to a decrease
in the value of their imports, ceteris paribus. This will:

o Reduce a trade/current account deficit, meeting one of the
government's macroeconomic objectives.

o Reduce downward pressure on/increase AD in the economy
(may be shown diagrammatically), leading to an increase in real
GDP and average incomes, and an increase in employment.
Positive multiplier effects.

An increase in average incomes and an increase in employment
is likely to improve the government’s budget balance.
« (Costs of production for firms will fall, leading to a rise/rightward shift in
SRAS (may be shown diagrammatically). Ceteris paribus, this will:

o Decrease cost-push inflationary pressures in the economy,
helping to achieve the macroeconomic objective of a low and
stable rate of inflation.

Increase real GDP and average incomes in the economy.
An increase in average incomes and employment is likely to
improve the government's budget balance.
» [For economies which are net exporters of oil, this may encourage them
to diversify their economies and reduce their reliance on oil, which may
be beneficial in the longer term.

NB Candidates only need to develop one of these two lines of argument
for a L4 KAA mark.
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Level

Mark

Descriptor

MNo rewardable material.

Level 1

1-3

Displays isolated, superficial or imprecise knowledge and
understanding of economic terms, principles, concepts, theories and
models.

Use of generic material or irrelevant information or inappropriate
examples.

Descriptive approach, which has no chains of reasoning.

Level 2

Displays elements of knowledge and understanding of economic
terms, principles, concepts, theories and models.

Limited application of knowledge and understanding to economic
problems in context.

A narrow response or superficial, only two-stage chains of reasoning in
terms of cause and/or consequence.

Level 3

7-9

Demonstrates accurate knowledge and understanding of economic
terms, principles, concepts, theories and models.

Ability to apply knowledge and understanding to some elements of the
guestion. Some evidence and contextual references are evident in the
answer.

Analysis is clear and coherent. Chains of reasoning in terms of cause
and/or consequence are evident but they may not be developed fully
or some stages are omitted.

Level 4

10-
12

Demonstrates accurate and precise knowledge and understanding of
economic terms, principles, concepts, theories and models.

Ability to link knowledge and understanding in context using
appropriate examples which are fully integrated to address the broad
elements of the question.

Analysis is clear, coherent, relevant and focused. The answer
demonstrates logical and multi-stage chains of reasoning in terms of
cause and/or consequence.
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Evaluation (8 marks) - indicative content

Falling oil prices may not be beneficial to an economy because:

General evaluation points:

NB This answer is reversible, i.e. candidates may argue either way for
KAA and the reverse for evaluation.

For economies which are net exporters of ail, this will lead to a decrease
in the value of their exports, ceteris paribus. This will:

o Increase a trade/current account deficit, going against one of the
government's macroeconomic objectives.

o Put downward pressure on AD in the economy (may be shown
diagrammatically), leading to less economic growth, downward
pressure on average incomes, and a reduction in employment.
Negative multiplier effects.

A decrease in average incomes and a decrease in employment is
likely to worsen the government's budget balance.
If this causes an increase in the quantity of oil used, it may be negative
for the environment/a fall in the price of oil may disincentivise the
creation/adoption of renewable energy production.

Effects depend on how much oil prices fall by and how long they stay
low.

Effects of a change in AD on real GDP depend on the level of spare
capacity in the economy; the size of the multiplier ratio; and whether a
Classical or Keynesian LRAS curve is used.

There is likely to be a time lag before effects are felt.

A decrease in inflation may not be beneficial if an economy’s inflation
rate is at or below target.

Effects on costs of production/SRAS depend on the structure of the
economy/adoption of green production methods etc.

Different effects on different economies.

Economies which are more specialised in oil production will be affected
more significantly.

Level Mark | Descriptor
0 No rewardable material.

Level 1 1-3 | Identification of generic evaluative comments.

No supporting evidence/reference to context.

No evidence of a logical chain of reasoning.
Level 2 4-6 | Evidence of evaluation of alternative approaches.

Some supporting evidence/reference to context.

Evaluation is supported by a partially-developed chain of reasoning.
Level 3 /-8 | Evaluation recognises different viewpoints and/or is critical of the

evidence, leading to an informed judgement.
Appropriate reference to evidence/context.
Evaluation is supported by a logical chain of reasoning.
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Q5.

Question

Examine the likely impact on the UK’s real output of “the rising cost of
energy’ (Extract A, line 4).

Mark

Knowledge 2, Application 2, Analysis 2, Evaluation 2

Quantitative Skill Assessed

QS9: Interpret, apply and analyse information in written, graphical,
tabular and numerical forms

Knowledge
1 knowledge mark for understanding of real output, e.g.:

+« GDP/income adjusted for inflation (1)
AND
1 knowledge mark for identifying the impact:

« Fall in UK's real output (this can be shown on an accurately
drawn AD/AS diagram) (1)

Analysis
Up to 2 marks for analysing the impact (1+1), e.g.:

« Net trade is likely to decrease (1) and as net trade is a
component of AD (C+I+G+(X-M)), AD is likely to fall (this
can be shown on an accurately drawn AD/AS diagram) (1)

« May result in AD shifting to the left (1) because the value of
imports will increase/ Imports are withdrawals from the
circular flow of income (1)

+ May result in SRAS shifting to the left (1) as energy is a key
input used in the production process (this can be shown on
an accurately drawn AD/AS diagram) (1)
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Application
Up to 2 marks for reference to Extract A, e.g.:

Price of natural gas rose by more than 100% (1)

The UK is a net importer of natural gas (1)

Evaluation

Up to 2 marks for evaluative comments (1+1 or 2+0), e.g.:

The magnitude of the increase in the cost of energy/price of
natural gas is very large at 100% (1) so the impact on UK's
real output is likely to be highly significant (1)

Real output may not fall/may increase if exports of UK services
(1) are rising at a faster rate than UK imports of goods (1)

Impact on real output depends on elasticity of the LRAS (1);
real output will only decrease if AD lies on the elastic segment
of the LRAS (1)

Real output may not fall in long-run (1) if other components of
AD rise, e.g. consumption (1)

Depends on the reliance on natural gas (1) as to the extent of
the shift in AS (1)

Forward markets may reduce the impact in the short-run (1)
so0 SRAS may not shift (1)

(8)

Q6.

Q7.

Question | Quantitative skills Answer Mark

assessed

QS9: Interpret, apply and | The only correct answer is A

analyse mforrqatmn In B is not correct as SRAS will shift outwards

written, graphical, tabular

and numerical forms C is not correct as LRAS will shift outwards

D is not correct as AD will shift inwards 1)

Question | Quantitative skills assessed Answer Mark

- D

(1)



https://stemup.co.uk

Q8.

Q9.

Q10.

Question | Quantitative skills Answer Mark
assessed
QS9: Interpret, apply and | The only correct answer is A
anglyse |nfﬂrn'!at|0n N B is not correct because this is likely to
written, graphical, tabular .,
. have caused a decrease in investment
and numerical forms
C is not correct because this is likely to
have caused a decrease in investment
D is not correct because this is likely to
have caused a decrease in investment (1)
Question | Quantitative skills assessed Answer Mark
Number

Q54: Construct and
interpret a range of
standard graphical forms
Q58: Make calculations of
elasticity and interpret
the result

QS9: Interpret, apply and
analyse information in
written, graphical, tabular
and numerical forms

The only correct answer is A

B is not correct because at the full
employment level of real output,
the LRAS would be perfectly
inelastic

C is not correct because the LRAS
would be perfectly elastic at high
levels of spare capacity

D is not correct because the LRAS
would be perfectly elastic at high
levels of spare capacity

(1)
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Question | Quantitative skills Answer Mark
assessed
QS4: Construct and The only correct answer is D
interpret a range of A is not correct because the classical LRAS
standard graphical forms . . . .
) . is perfectly elastic when there is a high
QS8: Make calculations of level of spare capacit
elasticity and interpret P pacity
the result B is not correct because the classical LRAS
QS9: Interpret, apply and | is perfectly elastic when there is a high
analyse information in level of spare capacity
wr:;ten, g@pf}l;al, tabular C is not carrect because the classical LRAS
and numerical forms curve is perfectly inelastic at the full
employment level of real output (1)
Q1l11.
Question | Examine two likely macroeconomic effects of ‘significant wage Mark

Answer

increases’ (Extract A, line 21) on the UK economy.

Knowledge 2, Application 2, Analysis 2, Evaluation 2

Quantitative Skill Assessed

QS9: Interpret, apply and analyse information in written, graphical,
tabular and numerical forms
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Knowledge and analysis

Up to 2 marks for identifying two likely effects of wage increases
and 1 analysis mark for each linked development e.g.:

Decrease in real output (1K) as the SRAS is likely to shift to
the left/inwards due to rising costs (1AN)

Increase in cost-push inflation (1K) as workers demand higher
wages because their real income eroded by inflation/firms can
pass higher costs to consumers in form of higher prices (1AN)

Increase in unemployment (1K) as there will be lower demand
for labour/firms are likely to introduce more capital-intensive
methods of production in their operations (1AN)

Deterioration in the balance of trade (1K) because the higher
wages can cause firms costs to rise resulting in higher export
prices/more imports due to greater marginal propensity to
import (1AN)

Increase in living standards/national happiness (1K) as these
increases in real wages would enable people to access more
goods and services (1AN)

Greater consumption (1K) as higher wages will increase the
workers affordability of goods and services/increase workers
demand for goods and services/AD increases (1AN)

Higher productivity (1K) as workers become more motivated
to work harder/if firms replace workers with capital (1AN)

Increased tax revenue for the government (1K) from greater
income tax/indirect taxes (1AN)

NB Accept negative effects as KAA and positive effects as
Evaluation (and vice versa)
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Application
Up to 2 marks for use of the reference to context, e.g.,

Have been experienced especially in the jobs where severe
shortages exist (1)

Rising wages could incentivise businesses to invest in labour-
saving machinery and staff training (1)

Concern that these wage increases will harm the UK economy
unless it is supported by higher productivity (1)

An accurately drawn and labelled AD/SRAS diagram (1)

Evaluation
Up to 2 marks for evaluative comments (1+1 ar 2+0), e.g.:

The magnitude of the wage increase is relatively large (1) as
the wage increases have been ‘significant’, so impact is likely
to be considerable (1)

In the short-run, wage increases will have a sizable impact on
inflation/real output (1) as any positive impact on productivity
will take time to come into effect (1)

Impact on inflation depends on whether there has been an
increase in real wages or nominal wages (1) as an increase
in real wages is likely to raise living standards (1)

The increase in living standards will only occur if the nominal
wages increase faster (1) than the rate of inflation (1)

(8)

Q12.

Q13.

Question | Quantitative skills Answer Mark
assessed
Q5S4 Construct and The only correct answer is C
:;rgirg;:; Zrl.:;hg:sacl'f A is not correct as this will increase aggregate
demand
forms
QS9: Interpret, apply B is not correct as this will cause a rightward
and analyse information | shift in the SRAS curve
:__g t;t Ilgte;r; dg ;?ﬁ_:_l":r?(l::a | D is not correct as this will increase aggregate
forms demand /shift the LRAS curve to the right (1)
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Q14.

Question

Draw a SRAS and AD diagram to show the effect of this increase in the
price of coal on the price level and real output for Japan.

Mark

Knowledge 1, Application 3

Quantitative skills assessed:

QS4: Construct and interpret a range of standard graphical forms
QS9: Interpret, apply and analyse information in written, graphical
and tabular forms

SRAS

2 SRAS,

Average
price level
PL o
PL, |-eaptanaea I .
E AD
0 F Y, Real output

Knowledge
Correctly drawn SRAS and AD curves with correctly labelled axes (1)

Application
Up to 3 marks for the following information included on the diagram:
+ Drawing SRAS shifted to the left (1)
+«  New equilibrium showing correct higher price level (1)
(not rewarded if "price’ is used on axis)
+ Mew equilibrium showing correct lower real output/
income/GDP (1)
(not rewarded if "quantity’ is used on axis)

NB: also allow a SRAS/AD diagram showing both a decrease
in SRAS and a decrease in AD as follows:

+ Drawing both SRAS and AD shifted to the left (1)

+ New equilibrium showing correct price level (1)
(not rewarded if "price’ is used on axis)

+ New equilibrium showing correct lower real output/
income/GDP (1)
(not rewarded if "quantity’ is used on axis)

NB: also allow a SRAS/AD diagram showing a decrease in AD

(4)

STEMUP.CO.UK
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Question | Quantitative skills Answer Mark
assessed
QS9: Interpret, apply and | The only correct answer is C
Elnjal'-,fse mform_atmn n | A is not correct as this will shift the AS
written, graphical, tabular curve
and numerical forms
B is not correct as this will shift the As
curve
D is not correct as this will shift the AS
curve
(1)
Q15.
Question | Answer Mark

Number

Price
Level

i P1
Pz

Knowledge 1, Application 3

Quantitative skills assessed:

QS9: Interpret, apply and analyse information in written,
graphical, tabular and numerical forms.

AD

Al 2 i
» Real Mational Cutput

Knowledge

Correctly drawn original AD/SRAS diagram with correctly
labelled AD/SRAS curves (1)
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Application
Up to 3 marks for the following information included on the
diagram:

Drawing SRAS shifted to the right (1)

New equilibrium showing correct lower price level (1)
(not rewarded if ‘price’ is used on axis)

New equilibrium showing correct higher real
output/income/GDP/Y (1) (not rewarded if ‘quantity’ is
used on axis)

NB: also allow an AD/SRAS diagram showing and/or an
increase in AD (as value of oil imports falls), as follows:

Drawing AD shifted to the right (1)
New equilibrium showing correct price level (1)
(not rewarded if ‘price’ is used on axis)

New equilibrium showing correct higher real
output/income/GDP/Y (1) (not rewarded if ‘quantity’ is
used on axis)

(4)



https://stemup.co.uk

	Questions
	Mark Scheme

