8. Consumption and government spending are important g, Ve

stan. Absolute povert iani ]
y has been significantly reduced % y
able in non-agricultural sectors. % becau“ "ﬂq:: |

Inflation
Continues to : .
the. rupee (PKR, PEH;Z:LQ'T. Particularly in food and energy prices. Partly due to inf
policies are used to try t cu"e”cl_’) has depreciated against the US dollar. Trade -
150 %. However av i imports. Import tariffs on some food products arg ~'SClion
 dverage import tariffs have been gradually reduced from 15% to 12;' '

_—
]
Lk
Ll
"

o

The ratio of
tax revenue to gross domestic product (GDP) is very low. Consequently there i,

persiste . e
with ﬁna:t:?n"gd?;t;zfcrt and it is difficult for the government to finance new projects. He
S to generate electrici ; V'_Vorld ,Ba”k: - large hydropower dam is being constructed. Daginng
I construction is lead‘ty' this project will provide clean and affordable energy. Furthermorg e
COmMMunities eaci INg to improved additional infrastructure such as roads, which give w
©asier access to health services and education. _.

Inves istan’ in i i T
tment by Pakistan’s government in infrastructure and human capital is relatively ow

Ho . .

exptert\;e%he government provides large subsidies for agriculture, energy production ang
e I. e supsudles provided to some firms may have different effects on stakeholders
- ple, there is financial support for large-scale farmers, but not for all small-scale j;.

mate change is damaging agricultural production, even though Pakistan was responsible 3
P mly 0.88 % of global emissions in 2020. The disastrous impact of climate change is |
gemonstrated when there is severe heat and droughts or floods. Millions of people are at rigk
10sIng their homes, land or jobs because cattle, cotton, sugarcane and rice crops are destroya
I8 According to the World Bank, Pakistan’s economic growth could be reduced by 20% annuall

l_fdimate change worsens. The reduced growth would result from lower agricultural outpyt "
- damage to infrastructure, worsening public health, and reduced efficiency. Pakistan has mz

~ commitment to lower its greenhouse gas (GHG) emissions by 15% by 2030.
.:”_f‘;.‘"" Migration to towns and cities

Nearly 40 % of Pakistanis live in towns and cities. This percentage is rising as people are
to migrate from agricultural areas in search of work. With an increasing population, sc e
areas lack basic services, such as water, sanitation and waste removal, which harms puk
health. Moreover, transport, industry, waste management and energy use cause high Gk
emissions and air pollution, reducing workers' efficiency. |
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(Question 1 continued)

Te;t C —; Sustainable Development Goal of ensuring access to affordable, reliable, sustainable
and modern energy for all (SDG #7)

Pakistan's energy sector is important for development and for poverty reduction, but the

use of fossil fuels contributes to GHG emissions. Imports of fossil fuels account for 40% of

the country’s energy production. Furthermore, significant government spending is needed

for energy projects and subsidies. Despite this intervention, some households do not have
electricity or clean cooking fuel (Table 2).

Reforms to the energy sector, including the use of a carbon tax, wnuhl:l reduce the government's
budget deficit. The government is planning to expand energy production, using more solar, wind
and hydropower. Fossil fuels will still be needed, but no new power plants using fossil fuels will
be built. In the long term, promoting the use of renewable energy will reduce imports and prices.
ew months. These increases reflect the

ng households to install solar panels.

The price of electricity in Pakistan has risen every f
ce from PKR 29.78 per unit to

higher prices of imported fossil fuels and are incentivisir
In 2024, there was another increase in the electricity pr

PKR 35.50 per unit.
n renewable energy is financed, energy prices may initially
holds need to pay much more for energy. However,

Depending on how the investment |
d to provide transfer payments to low-income

rise. Absolute poverty may increase if house
revenue from a new carbon tax could be use

households.

(This question continues on the following page)
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(Question 1 continued)
Table 1: Economic data for Pakistan
2012 2022
| Real GDP per capita (USD) 1310 1697 N
Inflation rate (annual %) 9.7 19.9 ]
Balance of trade in goods and services (USD billion) -17.53 ~37.63 ]
Current account balance (% of GDP) -3.3 -0.9 7
Govemnment expenditure (% of GDP) 17.1 165
Government taxation revenue (% of GDP) 10.3 11.4
Exchange rate (PKR per USD) 93.40 204.87
E Table 2: Development data for Pakistan
2012 2022
Population (million) 202.21 23582
Human Development Index (HDI) 0.504 0540
HDI ranking 158 164
Gini coefficient 0.295 0307
Renewable energy share (% of total final energy consumption) 47.2 41.6 ;
[ Access to electricity (% of population) 89 05 §
/ Access to clean fuels and technologies for cooking (% of population) 38 53
[ GHG emissions (metric tonnes per capita) 1.69 2.1

* estimate

This question continues on the following page)
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uestion 1 continued)

Figure 1: Economic growth In Pakistan: annual percentage
change in real GDP between 2000 and 2022

W

=2 T, I I | I [ |
I I
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022
Year 3
=
()) Define the term transfer payments indicated in bold in the text (Text C,
pa!’agfﬂph 4 )} 2]
(i) Define the term balance of trade indicated in bold in Table 1. 2]
hhhhhh (i) Afterthe price increase for electricity in Pakistan in 2024, the quantity of
electricity demanded fell by 10%. Calculate the price elasticity of demand (PED)
for electricity in Pakistan (Text C, paragraph B). (2]
(i) Using Table 1 and Table 2, calculate total real GDP in Pakistan in millions of US
dollars in 2022. (2
(iii) Using Figure 1, identify the year in which Pakistan was in a recession. (1
Using a circular flow of income diagram, explain how government spending in Pakistan
can increase economic growth (Text A, paragraph ). (4]

Using an international trade diagram, explain how consumer surplus is likely to change
as the result of the reduction in tariffs on imports into Pakistan (Text A, paragraph BY). 4

Using an exchange rate diagram, explain how increased imports of fossil fuels are
likely to affect the exchange rate of the PKR (Pakistan's currency) (Text C, paragraph E¥). (4]

Using a Lorenz curve diagram, explain how the distribution of income in Pakistan

Using information from the text/data and your knowledge of epnnnmics, discuss .
whether Pakistan is making effective progress towards providing affordable and reliable

S

L=

changed between 2012 and 2022 (Table 2). (4]

energy for all, in a way that is sustainable (Sustainable Development Goal #7). [15]

Turn ove
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(Question 2 continued)

Text E — Brazil and the Southern Common Market

Since 1991, Brazil has been a member of Mercosur (the Southern Com

: k. : m .
comprises five countries in South America. Mercosur is one of the wor T Harket), which

d's largest trading blocs.

The economi '

. tnﬁl'ﬂlc purpose of Mercosur is 10 promote the free movement of goods and services
and factors of production, within the bloc. A common external tariff of 35% was imposed on
|rnpcl_rt:5 from countries outside the bloc. The tariff was reduced to 25% in 2021 with the intention
of raising economic growth for member countries by reducing import prices.

A major benefit of Mercosur for Brazil is increased access 1o South American markets. Brazil
exported USD 341 billion worth of goods and services within Mercosur in 2022, 75.7 % of
the bloc's total exports. The same year, its imports from member countries amounted to

USD 270 billion, 71.7 % of the bloc’s total imports.

[} Mercosur has struggled to reach trade agreements with other countries, and tt}rs has limited
Brazil's economic growth. One example is the aftempt t0 reach a trade deal with the European
Union (EV) that would remove tariffs on roughly 009% of their exports to the EU. Hnwe:e:;eap
several EU members are opposed to any such agreement, partly due to concems that €
Brazilian beef exports will reduce the incomes of European farmers.

(This question continues on the following page)
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Table 3: Economic data for Brazil

2223..3215

704

—
e~ 2012 .
TR 9.3
Inflatj 4 :
G 1. :
DP growth (BRL, annual %) 3 9.9
| Ynemployment (% of labour force) .76 516
| Exchange rate (BRL per USD) i 196
Exports of goods and services (% of GDP)
Brazil
Table 4: Development data for
i 2012 2022
60.8 59.3
Forest area (% of land area)
Absolute poverty (% of population with income 4.5 3.5
below USD 2.15 (2017 PPP) per day)
0.537 0.520
Gini coefficient 5 mpes.-
0. :
Human Development Index (HD!)
Table 5: Unemployment data for Brazil
Year 2018 2020
Unemployment (% of labour force) 12.3 13.7
Labour force (millions) 106 102

This question continues on the following page)




(Question 2 contin "

(a)

(b)

()

(d)

(f)

(9)

@ Define the term foaling exchange ry ndicated i bokd i the

(i)  Define the term foreign direct investment (FDI) indicated ir

(i)  Using information from Table 3, identify whether the pt .A.r

\gh

.ﬂr"—

paragraph ). " the test (T
1
.‘q'fgja : "E" o

N .J -

(Text D, paragraph @).

—

()  Using information from Table 5, calculate the change in B 2il's une »

millions between 2018 and 2020. By

g
i _‘h I}
e
H F |
3

consumers in Brazil increased OR decreased OR was constant in 2012.

.
] - L
¥ -
. 3 o i i -
. i
T

(ii) Using information from Table 3, sketch an AD/AS diagram to show how real
changed in Brazil during 2022. gt

Using an exchange rate diagram, axElalnmﬂw 1 into Bra

(Text D, paragraph 2)) z ; %“ !

g =t o Lo
1..

Using a demand and supply diagram, explaln ow minimum| |
unemployment in Brazil's agricultural sector (! «f D, paragrapf
Using an international trade diagram, explain’ =H,‘ﬁ ct 0
Mercosur's external tariff on imports into Braﬁl f tE, par
Using a production possibilities curve (PPCQJ % | o
deal with the European Union (EU) mightir acedls
Brazil (Text E, paragraph ). |



