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Question 
Number Key  Question 

Number Key 

1 B  16 A 
2 C  17 A 
3 C  18 C 
4 A  19 D 
5 A  20 C 
     
6 A  21 D 
7 D  22 A 
8 B  23 B 
9 B  24 D 
10 B  25 D 
     

11 D  26 A 
12 A  27 C 
13 A  28 B 
14 D  29 C 
15 D  30 C 

 
 
General comments 
 
The questions for which most candidates selected the correct answer were 2, 11, 15, 18 and 19. These 
questions were answered correctly by 80% or more of the candidates.  
 
The questions for which the fewest candidates selected the correct answer were 5, 8, 12, 24 and 27. These 
questions were answered correctly by fewer than 50% of the candidates.  
 
 
Comments on specific questions 
 
Question 5 
 
Question 5 was answered correctly by 45% of the candidates who chose option A. 8% chose option B, 22% 
chose option C and 25% chose option D. Most resources would not be owned by the government in a market 
economy (option D) and there are no public goods in a free market economy (option C). However, in a free 
market economy there may well be a lack of accurate information for consumers. 
 
 
Question 8 
 
Question 8 was answered correctly by 45% of the candidates who chose option B. 43% chose option A, 4% 
chose option C and 8% chose option D. This question asked which task is not a function of a trade union. 
The level of a national minimum wage is decided by a government and is the only option that would not be 
part of a possible discussion with a trade union.  
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Question 12 
 
Question 12 was answered correctly by 29% of the candidates who chose option A. 5% chose option B, 
10% chose option C and 56% chose option D. The question asked what is the average fixed cost of 
producing 10 000 units. Those who chose option D may have mis-read the question and calculated the 
average total cost, not the average fixed cost. Total fixed cost is given at zero output. It is 50 000. So, the 
average fixed cost for 10 000 units is option A. 
 
Question 24 
 
Question 24 was answered correctly by 39% of the candidates who chose option D. 33% chose option A, 
25% chose option B and 3% chose option C. Option C gave an initial link between low incomes and low 
investment leading to higher profits. Such a link was probably quickly recognised as being an incorrect 
answer. The other three options had more likely initial links from low incomes. From the supply-side, the 
circle is explained by low incomes leading to low savings leading to low investment and low productivity.  
 
Question 27 
 
Question 27 was answered correctly by 29% who chose option C. 4% chose option A, 58% chose option B 
and 9% chose option D. The infant mortality rate is the number of children that die under one year of age in a 
year, per 1000 live births. Perhaps those who chose option B thought that if the infant mortality rate is rising 
people would be wary of having more children in the family. The infant mortality rate is not as likely to cause 
the birth rate to fall as the knowledge that because of improvements in medical supplies and healthcare 
children are more likely to survive. 
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Paper 0987/22 
Structured Questions 

 
 
Key messages 
 
To do well candidates need to: 
 
• Use the time appropriately – approximately 45 minutes on Question 1 and 30 minutes on each of the 

optional questions selected. 
• Make use of the source material in answering all parts of Question 1. 
• Consider each word in the questions carefully to ensure that the actual question set is answered. 
• Select the three optional questions carefully. Consider the (c) and (d) parts, as well as the (a) and (b), 

parts before starting to answer. 
• Spend time planning answers to the (d) parts of the optional questions before starting to write them so 

that there is a logical structure to the answer.  
• To gain the highest level (3) on the (d) parts of the optional questions, both (two) sides of the question 

have to be analysed and evaluated, without repetition. The answer needs depth, with clear and 
relevant links provided. 

• Write in paragraphs on the (d) parts. It is particularly useful to start a new paragraph when moving 
from answering one side to answering the second (other) side of the question. 

• Write in relatively short sentences. This will help the clarity of answers. Some candidates write 
sentences that are too long which can result in links being missed out and points being repeated. 

• Draw production possibility curves (PPCs) to the axes and label PPC diagrams appropriately. 
 
 
General comments 
 
This was the first November session with four rather than six optional questions and Levels of Response 
marking used on the (d) part of the optional questions. Most candidates did select three optional questions. A 
very small proportion of candidates selected only two questions. A larger proportion, although still a minority 
of candidates, answered all the optional questions. Answering only two optional questions obviously limits 
the marks available. Answering four questions limits the time that can be spent on each question and the 
depth is likely to be less on the (c) and (d) parts than if three questions had been answered. 
 
As in previous sessions, there was a spread of performance. There were some excellent scripts which made 
good use of both the stimulus material and economic understanding in answering Question 1. They also 
included precision on the (a) parts, both identification and explanation on the (b) parts, good analytical links 
on the (c) parts and in-depth exploration of the issues covered in the (d) parts of the optional questions. 
 
There was a relatively even spread of the optional questions selected with Question 4 being slightly less 
popular than the other questions. A number of candidates who selected Question 5 did not attempt part (d). 
Some of the candidates who answered Question 3 and Question 4 did not read carefully enough what the 
(d) parts were specifically asking. 
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Comments on specific questions 
 
Section A 
 
Question 1 
 
There were some good answers provided to this question. The largest spread of marks was on the (f), (g) 
and (h) parts. 
 
(a) Most candidates were able to calculate the percentage of total world output of palm oil produced by 

Indonesia in 2017. The method was 60 / 36 x 100. 
 
(b) Candidates had to select two variable costs out of five costs of producing palm oil mentioned in the 

source material. Out of the five costs, three are variable and two are fixed. Some candidates gave 
more than two costs. In this situation, examiners can reward only the first two responses. 

 
(c) The strongest answers here brought out the nature of opportunity cost when considering one 

opportunity cost of conserving forests in Indonesia. For example, one candidate wrote correctly: 
 
 Opportunity cost is the best alternative given up when a decision is made. Here it is the palm oil 

which could have been grown. 
 
(d) Most candidates were able to identify two external costs of the destruction of forests in Indonesia 

mentioned in the source material. The strong answers went on to explain how the loss of wildlife 
habitats could result in the extinction of some species and how air pollution can damage the health 
of those living nearby. 

 
(e) A high proportion of candidates drew an accurate, well-labelled diagram that shifted the supply 

curve to the left and clearly indicated the original equilibrium and the new equilibrium. Most 
candidates, however, wasted time and effort by providing a written explanation of the effects. If a 
question asks candidates to ‘Draw a … diagram…’, they only have to draw the diagram. If 
candidates are required to explore the effect in a written form, they are asked to; ‘Analyse or 
Explain, using a diagram’. 

 
(f) Some candidates showed confusion about the nature of GDP per head ranking and HDI ranking. 

For example, some thought incorrectly an HDI ranking of 20 meant that Luxembourg had a low 
GDP while Ethiopia with an HDI ranking of 174 had a high GDP. It is useful when candidates are 
learning the topic of HDI for them to examine their country’s HDI ranking and changes in that 
ranking. A number of candidates just reproduced the data without any analysis or interpretation. 
For example: 

 
 Luxembourg had a GDP per head ranking of 2 and an HDI ranking of 20. Mauritius had GDP per 

head ranking of 64 and an HDI ranking of 64. Indonesia had a GDP per head ranking of 99 and an 
HDI ranking of 113. Cuba had a GDP per head ranking of 134 and an HDI 68. Ghana had a GDP 
per head ranking of 134 and an HDI ranking of 134. Ethiopia had a GDP per head ranking of 167 
and an HDI ranking of 174. 

 
 This is not rewarded. 
 
 A small proportion of candidates thought that a GDP per head ranking of 120 meant that average 

income was $120.  
 
 Other candidates, however, produced clear and well thought out answers. For example, one 

candidate wrote: 
 
 The relationship between countries’ GDP per head ranking and HDI ranking is direct, as higher 

average income means that people can afford basic necessities such as health and education, 
improving life expectancy and the number of years in school. Luxembourg has the highest GDP per 
head and the highest HDI ranking while Ethiopia has the lowest GDP per head ranking and the 
lowest HDI ranking. However, Cuba is an exception as it has a lower GDP per head ranking than 
Indonesia but a higher HDI ranking than Indonesia. This could be due to the Cuban government 
spending more on health and education. 
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(g) There was a range of responses to this question. The strongest answers made good use of the 
source material and answered the question in terms of the Indonesian economy. For example: 

 
 Immigration of workers would be likely to benefit the Indonesian economy. Some of the workers are 

coming to do high-paid jobs. These workers might bring new ideas and skills, increasing 
productivity. Higher productivity may lower costs of production, increase output and so lower price. 
This could increase international competitiveness, increasing demand for exports and improving 
the current account of the balance of payments. They will increase the size of the labour force and, 
with more earners, there will be higher tax revenue. 

 
 However, immigrant workers may take high-paid jobs from the local workers. Also, foreign workers 

may send their income back to their home countries, worsening the current account of the balance 
of payments. Also, Indonesia’s population is growing, so more people in the country may be 
inefficient if Indonesia becomes overpopulated. 

 
 Other answers were limited and did not develop the points mentioned. For example: 
 
 Immigration of workers would be likely to benefit the Indonesian economy because there will be 

more labour. However, Indonesia could suffer from overpopulation if people come to work. 
 
 This answer touched on two of the same points as the first answer but did not analyse/evaluate 

(establish/develop) why more labour may be a benefit and why overpopulation may occur, or why it 
might be a disadvantage. 

 
(h) A few candidates wrote about people coming to live in the country rather than people coming to 

visit the country as tourists. Again, the strongest answers usually made very good use of the 
source material. Some of these answers were relatively brief but still satisfactory, which is a clear 
indication that quality rather than quantity is required, for example: 

 
 Tourism is likely to increase as the rupiah depreciated in 2017 which means tourists will have to 

pay less in terms of their currency to visit Indonesia. Indonesia has natural tourist attractions which 
will lead to an increase in tourism. Tourism could further increase as they are price competitive and 
they may be able to get in front of their neighbouring countries. 

 
 It is also likely that tourism will fall as Indonesia may not be careful about its environment such as 

pollution and due to deforestation which harms the wildlife that people may like to see. 
 
Section B 
 
Question 2 
 
There was quite a spread of marks on this question with the best performance being on Question 2(b). 
 
(a) There was some confusion shown in the answers to this question. A number of candidates 

mentioned services and some did not recognise that the trade in goods balance deducts import 
expenditure from export revenue. 

 
(b) There were some good responses to this question. A number of candidates explained that access 

to a larger market may enable producers to increase the size of their output and take greater 
advantage of economies of scale. The ability to purchase cheaper raw materials, due to the 
absence of import tariffs, and so experience higher profits was also well explained. 

 
(c) The key to answering this question was to recognise that unemployment means that some of the 

labour force is not used, rather than the size of the labour force declines. Those who had that 
correct, drew a production possibility curve (PPC) diagram showing the production point moving 
further inwards from the curve. These candidates also wrote about how an increase in 
unemployment would mean a rise in inefficiency and a fall in output. A relatively high proportion of 
candidates incorrectly shifted the PPC to the left - they did not recognise that the unemployed are 
likely to remain in the labour force. 

 
(d) There were some strong answers which explored how an increase in the rate of income tax might 

reduce inflation by lowering total demand. Strong answers also analysed why the policy measure 
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may not be successful by considering how it might result in a rise in wages and how saving rather 
than spending may be reduced. An example of a strong answer: 

 
 An increase in the rate of income tax is a measure of contractionary fiscal policy to reduce 

inflationary pressure. As people pay more taxes their disposable income falls and, as it falls, 
consumption falls. This is because the disposable income is the main factor that determines 
people’s spending. A fall in consumption would reduce total demand and demand-pull inflation. 
Also, as spending falls, entrepreneurs would be less willing to invest as the return on investment 
would be lower because profit would fall as sales fall. Falling investment also decreases total 
demand and demand-pull inflation. 

 
 However, people might be confident about the future and reduce their saving, so total demand 

does not fall. Firms may also be confident and still invest in capital goods. Also, it can help raise 
more government tax revenue which it can spend on major projects and so raise employment and 
spending leading to higher inflation. 

 
Question 3 
 
There was a wide spread of performance on all the parts of this question. 
 
(a) The strongest answers gave two characteristics of a demerit good. Some mentioned that a demerit 

good is not only overconsumed, it also creates external costs. A relatively high proportion of 
candidates restricted their answers by only mentioning that demerit goods are harmful to health. 

 
(b) There were some good and accurate answers to this question which showed an awareness of how 

an extension, and an increase, in demand differ in their cause and how they are represented on a 
diagram. Some candidates, however, seemed unaware of these different terms. A number thought 
incorrectly that an extension in demand means a rise in demand that lasts a long time. 

 
(c) The strong answers here started by exploring why an increase in indirect taxes is likely to have 

more of an impact on the purchasing power of the poor than of the rich. They then went on to 
analyse that, despite this effect, income might become more evenly distributed if the government 
spends any extra tax revenue on measures that could reduce poverty. However, some candidates 
showed confusion between the amount, and the proportion, of income that the poor pay in the case 
of a regressive tax. 

 
(d) A number of the strongest answers began by defining a maximum price. They then explored how it 

could help some of the poor by lowering the price paid for a basic necessity. They then went on to 
examine the possible disadvantages of a maximum price. There were some particularly good 
comments on how the consumption of all types of food should be not encouraged. 

 
 An example of a good two-sided answer with depth: 
 
 A government should impose a maximum price on food as if the maximum is below equilibrium, 

producers are only able to change a price lower than maximum price. The price of food is reduced 
and as food is a basic necessity, this makes it more affordable by poor and everyone, so increases 
access to basic necessities, reducing absolute poverty. Poor can now spend more on other 
necessities, like education and healthcare so increases their productivity, so higher employment 
choice, lower absolute poverty and lower relative poverty. 

 
 Governments should not impose maximum price on food, as if it is above equilibrium it will not be 

beneficial as producers could still change equilibrium prices, so no effect. Maximum price also 
leads to a black market where government has no control and cannot tax or regulate anything, so 
producers exploit consumers. The lower price of food could encourage consumers to buy large 
quantities of food, increasing wastage and leading to obesity, so harming health of individuals, so 
lower life expectancy. Maximum prices on food could lead to shortage of food as producers do not 
want to supply that much as price is too low. Demand for food exceeds supply. It could drive firms 
out of the market and lower output. 

 
 Some candidates, however, confused a maximum price with a minimum price and some wrote 

incorrectly about imposing a tax on food rather than a maximum price. 
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Question 4 
 
A relatively high proportion of candidates did well on the (a), (b) and (c) parts. There was a greater spread of 
performance on the (d) part. 
 
(a) The two most common functions stated were lending and allowing people to save money in deposit 

accounts. A small proportion of candidates stated functions of a central bank. 
 
(b) Most candidates were able to explain two relevant reasons. There was some good explanation of 

how high unemployment and low living standards could encourage some people to move to other 
countries. 

 
(c) This was a generally well answered question. Most candidates were able to explain a number of 

possible causes of a rise in the wages of workers. There was some particularly good analysis of an 
increase in demand for banking services, and so demand for bank workers, and decreases in 
supply of bank workers due to a rise in the qualifications required. Strong answers made good use 
of demand and supply analysis and linked it to a number of influences, including higher productivity 
and higher bank profits. There was also some good analysis linked to changes in trade union 
power and the measures a trade union may take to increase bank workers’ wages. 

 
(d) A number of candidates wrote about what could cause an increase and a decrease in demand for 

cars, rather than whether demand for cars would become more price-elastic in the future. Some of 
these weaker answers appeared to think that elastic demand meant an increase in demand and 
inelastic demand meant a decrease in demand. Other candidates also wrote unnecessarily about 
the extent to which price might change. 

 
 Those candidates who did produce good answers often started by defining price elasticity of 

demand. This seemed to help them focus on the factors that would influence price elasticity of 
demand of cars. 

 
 An example of good analysis and evaluation of why demand for cars may, and may not, become 

more price-elastic: 
 
 Demand for a good is price-elastic when the quantity demanded is responsive towards a change in 

price. Price elasticity of demand depends on whether or not a good has a substitute or not, the cost 
of consuming a substitute, and ease of changing to a substitute. If more substitutes for cars will be 
available in the future, for example trains, the more price-elastic demand for cars will be. If there is 
a lack of substitutes, consumers have no choice but to pay high prices for cars as there is no other 
option. 

 
 Price elasticity also depends on the proportion of income spent on cars. The higher the proportion 

that will be spent on cars, the more price-elastic the demand will be. If GDP per head increases in 
the near future, it will become more price-inelastic. Also, if people consider a car a necessity, cars 
will be more price-inelastic. People may have to travel further to work and people may prefer the 
comfort of a car to buses and trains. 

 
Question 5 
 
The performance on parts (a) and (c) tended to be stronger than on parts (b) and (d). 
 
(a) Most candidates were able to provide an appropriate definition of wages. 
 
(b) Not all candidates paid attention to the words ‘other than methods of protection’ in the question. As 

a result, they wrote incorrectly about a rise in import tariffs and quotas. The strongest answers 
tended to be those which explained how a rise in the exchange rate and a reduction in the quality 
of exports could result in a fall in exports. 

 
(c) Good understanding of investment was shown in answers to this question. Relevant links were 

provided to an increase in a country’s economic growth rate via increases in total demand and 
productive capacity. There were good comments about how new capital goods are likely to make 
use of advances in technology and may raise not only the quantity made but also the quality of 
output, and so influence international price competitiveness. 
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(d) As previously mentioned, some candidates who selected this question did not attempt this part. A 
number wrote in very vague and confused terms, revealing a lack of understanding of a fixed 
foreign exchange rate system and a floating foreign exchange rate system. Other candidates 
produced perceptive and well-informed answers. These provided an in-depth analysis and 
evaluation of the advantages and disadvantages of the two systems. 

 
 An example of a strong answer: 
 
 A country should switch from a fixed foreign exchange rate system to a floating foreign exchange 

rate system as a floating system automatically adjusts exchange rate. The demand of the currency 
equals the supply of the currency, so moves current account position to current account balance, 
eliminating any deficit or surplus on the current account. If there is a deficit, floating exchange rate 
will decrease, price of exports decrease, demand increases, increase price of imports and demand 
falls. Floating exchange rate also reduces need of central bank to hold reserves of foreign 
currency, so foreign currency could be used for another purpose. This also stops exchange rate by 
a policy objective, so government could pursue other policy objectives as it increases the ability to 
use monetary policy. So, it increases interest rate, for example, to reduce total demand and to 
reduce demand-pull inflation. 

 
 A country should not switch from a fixed to a floating foreign exchange rate system. A floating 

exchange rate could have more fluctuations, increase uncertainty, create instability, reducing 
confidence in the economy, so discourages MNCs, discourages investment, so lower GDP and 
economic growth. Fixed exchange rate has benefit it is maintained by central bank and government 
by buying and selling the currency, so it could set it low to increase its exports as its price 
decreases, improve current account of balance of payments, or set high to reduce demand on 
exports to reduce net exports, so reduce total demand and demand-pull inflation.  
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