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5. Economic development Starter Quiz ·课前小测

IGCSE Economics Name: Score:

1. GDP per head is calculated as:

□ GDP divided by population

□ GDP multiplied by population

□ GDP minus tax

□ population divided by GDP

2. Absolute poverty means:

□ not having enough for basic needs

□ earning less than your neighbour

□ having an average income

□ paying high taxes

3. A country’s population rises when:

□ births plus immigration exceed deaths plus emigration

□ deaths exceed births

□ emigration exceeds immigration

□ the birth rate is zero

4. Compared with developing countries, developed countries typically have:

□ higher income per head and better health/education

□ faster population growth

□ more farming and less industry

□ lower life expectancy

5. Which does the HDI include? (Select all that apply.)

□ income

□ education

□ health (life expectancy)

□ the inflation rate

Tick every correct option.

6. A family that can meet its basic needs but has far less than the national average is in:

□ relative poverty

IGCSE Economics · Starter quiz 课前小测 12



□ absolute poverty

□ no poverty

□ inequality of wealth only

7. Which help explain why a country is more developed? (Select all that apply.)

□ more capital and infrastructure

□ a skilled, healthy workforce

□ political stability and trade

□ a higher inflation rate

Tick every correct option.

8. The HDI gives a fuller picture of living standards than income alone.

□ True □ False

9. Which policies help reduce poverty? (Select all that apply.)

□ progressive taxes

□ welfare benefits

□ free education

□ cutting the minimum wage

Tick every correct option.

10. Over-population means too many people relative to available resources.

□ True □ False

IGCSE Economics · Starter quiz 课前小测 23



5. Economic development Answers ·答案

IGCSE Economics

1. GDP divided by population

GDP per head = total output ÷ population.

2. not having enough for basic needs

Absolute poverty is a lack of basic necessities.

3. births plus immigration exceed deaths plus emigration

Natural increase plus net migration drives growth.

4. higher income per head and better health/education

Developed economies have higher income, health and education.

5. income; education; health (life expectancy)

The HDI combines income, education and health.

6. relative poverty

Relative poverty is defined against the average in society.

7. more capital and infrastructure; a skilled, healthy workforce; political stability and
trade

Capital, human capital and stability drive development.

8. True

It adds health and education to income.

9. progressive taxes; welfare benefits; free education

Cutting the minimum wage would worsen poverty.

10. True

It is about the people-to-resources ratio, not absolute numbers.
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IGCSE ECONOMICS • EXERCISE SHEET

5.1 Living standards

Name: Class: Date: Total: 17 marks

KEY WORDS living standards生活水平• population人口• per head人均• income收入• hdi人类发展指数

Objective
Build the skills to answer exam questions on living standards 生活水平 — real GDP
per head人均实际 GDP, the Human Development Index人类发展指数 (HDI), and
the limits of comparing living standards.

You must be able to:

• explain real GDP per head and the HDI
• state the three components of the HDI
• analyse the limits of GDP per head as a measure

1 Worked examples

Measuring living standards

Income
(GNI per head)

Education
(years of schooling)

Health
(life expectancy)

Human
Development
Index (HDI)

Exam: HDI = income + education + health  broader than GDP alone for living standards

Living standards = income, health, education and quality of life

• Real GDP per head人均实际 GDP: total output ÷ population, after removing
inflation → roughly average income.

• HDI 人类发展指数 (0 to 1): combines income, education (years of schooling),
health (life expectancy 预期寿命).

• Limits of GDP per head: it is an average (hides income distribution 收入
分配), omits unpaid work, pollution and free time.

IGCSE Economics • 5.1 Living standards 1
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Absolute poverty

cannot afford basic needs:
food, clean water,

shelter and clothing

Relative poverty

poor compared with others
in the same country 

can afford basics,
but much less than most

Exam: absolute = cannot meet basic needs; relative = far below the country's typical living standard

An average can hide poverty — high GDP per head still leaves people in absolute or
relative poverty

Answer shapes: K + App + An + Ev (a justified judgement, for discuss questions).

2 Practice
2.1 Define the term real GDP per head. [2]

2.2 State the three components of the HDI. [3]

2.3 State one limitation of using GDP per head to compare living standards. [1]

3 Exam-style questions
3.1 Which is not part of the Human Development Index? [1]

• A income per head
• B life expectancy
• C the inflation rate
• D years of schooling

IGCSE Economics • 5.1 Living standards 2
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3.2 Explain why the HDI may be a better measure of living standards than real GDP
per head. [4]

3.3 Analyse why two countries with the same real GDP per head may have different
living standards. [6]

IGCSE Economics • 5.1 Living standards 3
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Solutions
IGCSE Economics answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 the total real output (real GDP) of a country divided by its population — roughly
the average income per person (2 for a clear definition; 1 for a partial idea).

2.2 income (per head); education (years of schooling); health (life expectancy) (1 + 1 +
1).

2.3 any one of: it is an average that hides income distribution; it omits unpaid work,
pollution and free time (1).

3.1 C. The inflation rate is not part of the HDI.

3.2 [4] K 1 + An up to 3 — GDP per head measures only average income, which can hide
poor health or low schooling and uneven distribution → the HDI adds life expectancy
and education → so it captures the wider quality of life, giving a fuller picture of living
standards.

3.3 [6] K/App/An — GDP per head is only an average of income, so two countries with
the same figure can differ widely: in one, income may be shared fairly with good health
and education; in the other, a few rich people may pull the average up while most are poor
with poor schooling and short life expectancy → factors like income distribution, health,
education, pollution and free time all affect living standards beyond average income.

IGCSE Economics • 5.1 Living standards 4
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IGCSE Economics: s25 11Name: 

What is most likely to rise when the level of employment falls in a high-income economy?23

consumer confidenceA

government expenditure on state benefitsB

government revenue from income taxC

the rate of growth of real outputD

AConsumer Prices Index (CPI) consists of four items. The table shows the percentage price change
for each item over a period of a year and the weight of each item.

Which price change will affect the level of the CPI most?

24

weight
% price change
over 1 year

item

0.30+5foodA

0.20+6housingB

0.40+3recreationC

0.10+4transportD

25 The table shows the Human Development Index (HDI) value for a country in two years.

HDI valueyear

0.4671

0.6092

What would not explain the change in the HDI value?

an increase in gender equalityA

an increase in income per headB

an increase in life expectancyC

an increase in years of schoolingD

[Turn over06_0455_11_2025_1.8© UCLES 2025

9

IGCSE Economics: s25 13

What is most likely to be a reason for taxing oil?20

to conserve oil resourcesA

to create employmentB

to encourage economic growthC

to reduce oil pricesD

Brazil’s real GDP fell by 3.8% in a year.

What might have caused this?

21

a decrease in importsA

a decrease in income taxB

an increase in interest ratesC

an increase in output per workerD

Factory owners invest in technologically-advanced industrial production by building new large-scale,
energy-efficient factories.

What is a negative consequence of this for local people?

22

a large increase in the factory owners’ incomesA

a reduction in the rate of inflationB

a rise in structural unemploymentC

lower emissions of carbon gasesD

Country X measures unemployment by counting the number of people claiming unemployment
benefit.

Why might this method underestimate the level of unemployment?

23

Some benefit claimants are working unofficially.A

Some employees work overtime.B

Some jobseekers do not claim benefits.C

Some people are unable to work.D

[Turn over06_0455_13_2025_1.12© UCLES 2025
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IGCSE Economics: w24 13

What is an example of monetary policy?19

an increase in government spendingA

an increase in indirect taxationB

an increase in rules and regulationsC

an increase in the money supplyD

20 What is Gross Domestic Product (GDP) divided by in order to calculate GDP per head?

the adult populationA

the dependent populationB

the total populationC

the working populationD

What is the consequence of economic growth for individuals and for the economy?21

the economyindividuals

increase in inflationincrease in absolute povertyA

increase in government tax revenueincrease in average incomesB

reduction in exportsincrease in the variety of goods and servicesC

reduction in the standard of livingincrease in unemploymentD

What does the labour force survey (LFS) measure?22

the number of workers on the national minimum wageA

the proportion of women in the labour forceB

the unemployed populationC

trade union membershipD

[Turn over11_0455_13_2024_1.7a© UCLES 2024
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IGCSE Economics: w24 13Name: 

The population pyramids for country 1 and country 2 in a given year are shown.25

100+
95–99
90–94
85–89
80–84
75–79
70–74
65–69
60–64
55–59
50–54
45–49
40–44
35–39
30–34
25–29
20–24
15–19
10–14

5–9
0–4

10 8 6 4 2 0 0 2 4 6 8 10

male female

percentage

country 2

100+
95–99
90–94
85–89
80–84
75–79
70–74
65–69
60–64
55–59
50–54
45–49
40–44
35–39
30–34
25–29
20–24
15–19
10–14

5–9
0–4

10 8 6 4 2 0 0 2 4 6 8 10

male female

percentage

country 1

What can be deduced from these population pyramids?

Country 1 has a greater population size than country 2.A

Country 1 has a higher life expectancy than country 2.B

Country 2 has a lower death rate than country 1.C

Country 2 spends more money on childcare than country 1.D

Which country would be classified as the most developed based on the data in the table?26

population
(millions)

gross domestic
product per year

($m)

3600A

2700B

4012000C

10015000D

[Turn over11_0455_13_2024_1.7a© UCLES 2024
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IGCSE ECONOMICS • EXERCISE SHEET

5.2 Poverty

Name: Class: Date: Total: 19 marks

KEY WORDS poverty贫困• absolute poverty绝对贫困• causes原因• economic growth经济增长
• relative poverty相对贫困

Objective
Build the skills to answer exam questions on poverty 贫困 — absolute and relative
绝对与相对 poverty, the causes 原因, and the policies 政策 to reduce it.

You must be able to:

• distinguish absolute from relative poverty
• explain the causes of poverty
• analyse policies to reduce poverty

1 Worked examples

Two types of poverty

Absolute poverty

cannot afford basic needs:
food, clean water,

shelter and clothing

Relative poverty

poor compared with others
in the same country 

can afford basics,
but much less than most

Exam: absolute = cannot meet basic needs; relative = far below the country's typical living standard

Poverty: when people cannot afford a basic standard of living

• Absolute poverty 绝对贫困: cannot afford even basics (food, clean water, shel-
ter).

• Relative poverty 相对贫困: poor compared with others in the same country.
• Causes: low income/wages or unemployment, poor education and health, old age,

large families.
• Policies: economic growth 经济增长, redistribute 再分配 income, a mini-

IGCSE Economics • 5.2 Poverty 1
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mum wage 最低工资, benefits 福利, better state education/healthcare.

Income
(GNI per head)

Education
(years of schooling)

Health
(life expectancy)

Human
Development
Index (HDI)

Exam: HDI = income + education + health  broader than GDP alone for living standards

Poverty and development move together — the HDI captures the income, health and
education a poor country lacks

Answer shapes: K + App + An + Ev (a justified judgement, for discuss questions).

2 Practice
2.1 Define the term absolute poverty. [2]

2.2 State the difference between absolute and relative poverty. [2]

2.3 State two causes of poverty. [2]

IGCSE Economics • 5.2 Poverty 2
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3 Exam-style questions
3.1 A person who can afford the basics but earns far less than most others in their country
is in: [1]

• A absolute poverty
• B relative poverty
• C no poverty
• D unemployment

3.2 Explain two policies a government could use to reduce poverty. [4]

3.3 Discuss whether economic growth is the best way to reduce poverty. [8]

IGCSE Economics • 5.2 Poverty 3
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Solutions
IGCSE Economics answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 when people cannot afford even the basic needs of food, clean water, shelter and
clothing (2 for a clear definition; 1 for a partial idea).

2.2 absolute poverty means lacking basic needs; relative poverty means being poor com-
pared with most others in the same country (2 for a clear difference; 1 for a partial
idea).

2.3 any two of: low income/wages; unemployment; poor education or health; old age;
large families (1 + 1).

3.1 B. Being poor compared with others in the same country is relative poverty.

3.2 [4] For each of two policies: K 1 + An 1 — benefits: cash payments raise the income
of the poorest → less absolute poverty; minimum wage: a legal lowest wage raises the
pay of low-paid workers → fewer of the working poor.

3.3 [8] K/App/An up to 5 + Ev up to 3. For growth: a growing economy creates jobs
and incomes, and gives the government more tax to fund help for the poor. Against:
if the gains go mostly to the rich, growth can leave the poor behind (relative poverty
may even rise), and growth alone does not guarantee schools, healthcare or benefits reach
them. Judgement (Ev): growth helps reduce poverty when its gains are shared, but it
works best combined with redistribution and better services — so it is not enough on its
own.

IGCSE Economics • 5.2 Poverty 4
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IGCSE Economics: w25 12Name: 

A government wants to build a new hospital.

What is most likely to prevent the government from doing this?

1

People in the country cannot afford healthcare.A

People in the country would go abroad for healthcare.B

The government cannot agree how big the hospital should be.C

The government does not have enough money.D

Which term describes the loss of potential benefit to a consumer when making a choice between
alternatives?

2

opportunity costA

scarcityB

shortageC

the economic problemD

A country is producing at point X on its production possibility curve (PPC) which shows how it can
allocate its production between capital goods and consumer goods.

A period of recession then causes some of its factories to close.

Which point could represent the country’s new position?

3

capital

goods

O consumer goods

A

C
D

B

X

11_0455_12_2025_1.8© UCLES 2025
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Section B

Answer any three questions.

Each question is introduced by stimulus material. In your answers you may refer to the material and/or 
other examples you have studied.

2 In the first half of 2022, Guyana’s GDP grew by 36.4%. Most of this growth was due to higher 
output in the primary sector. The government used some of the tax revenue generated from this 
growth to fund long‑run development projects such as infrastructure and education. However, in 
the short run, there was a rise in house prices.

 (a) Identify two examples of primary sector industries. [2]

 (b) Explain two causes of rising GDP. [4]

 (c) Analyse why house prices may increase. [6]

 (d) Discuss whether or not increased government spending on education will lead to economic 
development. [8]

3 Japan has faced significant periods of deflation in recent decades. Despite efforts to stimulate 
the economy through fiscal policy measures and monetary policy measures, economic growth 
remains low. Some economists have also argued that the monetary policy used by the central 
bank is one of the causes of low productivity in Japan.

 (a) Identify two fiscal policy measures. [2]

 (b) Explain two influences on productivity.  [4]

 (c) Analyse reasons why central banks are important for an economy. [6]

 (d) Discuss whether or not deflation is a problem for an economy. [8]

4 Lanzarote, a Spanish island, was once an area with very high rates of poverty. However, the rise 
of tourism has greatly reduced unemployment. The government is trying to attract more workers 
to the island by using non‑wage factors. Lanzarote’s low taxes also attract workers to the island. 
Mobility of labour in the island’s economy has also increased.

 (a) Identify two non‑wage factors that may influence a worker’s job choice. [2]

 (b) Explain how unemployment can lead to poverty. [4]

 (c) Analyse the influences on the mobility of labour. [6]

 (d) Discuss whether or not low taxes are beneficial for an economy. [8]

IGCSE Economics: w25 23
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Section B

Answer any three questions.

Each question is introduced by stimulus material. In your answer you may refer to this material and/or 
to other examples that you have studied.

2 A Swiss multinational food manufacturer increased prices for its products by an average of 8% in 
2022. It increased its prices in the USA by 11.6%. This multinational company (MNC) is one of the 
world’s oldest MNCs. It started as a small firm but has grown over the last 160 years. Over this 
period, its decisions have always been influenced by opportunity cost.

 (a) Define multinational company. [2]

 (b) Explain two reasons why a firm may charge a different price for the same product in two 
different countries. [4]

 (c) Analyse how opportunity cost influences the decisions made by consumers, workers and 
producers. [6]

 (d)  Discuss whether or not consumers would benefit from an increase in the number of small 
firms in an industry. [8]

3 Central banks influence their countries’ money supply. Central banks also regulate commercial 
banks. Households benefit from these commercial banks in several ways. In recent years, 
commercial banks have introduced new technology. Global online banking increased by 14% 
between 2019 and 2022. These advances in technology were combined with a greater use of 
division of labour.

 (a) Identify two ways central banks differ from commercial banks. [2]

 (b) Explain two characteristics that coins possess which mean they can perform the functions of 
money.  [4]

 (c) Analyse the services provided to households by commercial banks.  [6]

 (d) Discuss whether or not division of labour will benefit workers. [8]

4 The Central African country Chad has a triangle-shaped population pyramid and a high level of 
poverty. It regularly has an overall deficit on the current account of its balance of payments. Chad 
usually has a surplus on its secondary income. However, its trade in goods, trade in services and 
primary income are all usually in deficit. Some economists suggest that the Chadian Government 
should impose import quotas to reduce its trade in goods deficit.

 (a) Define primary income. [2]

 (b) Explain two influences on the shape of a country’s population pyramid. [4]

 (c) Analyse the causes of poverty. [6]

 (d) Discuss whether or not imposing import quotas will reduce a trade in goods deficit. [8]

IGCSE Economics: s25 12

When a government aims to encourage economic growth, it may adopt supply-side policies.

Which policy is a supply-side policy?

20

increasing the money supplyA

lowering interest ratesB

reducing indirect taxationC

retraining unemployed workersD

An economy that is fully employed is forecast to have an increase in total demand.

What is most likely to increase?

21

the rate of absolute povertyA

the government budget deficitB

the level of unemploymentC

the rate of inflationD

A government conducted a labour force survey. It only included people of working age in the survey.
The results are shown in the table.

22

number of people

10000000of working age

7000000employed

1000000unemployed

2000000not seeking work

Which percentage of working-age people are in the labour force?

90%D80%C70%B30%A

A school leaver is unable to find a job immediately after completing their education.

Which type of unemployment is this?

23

cyclicalA

frictionalB

regionalC

structuralD

[Turn over06_0455_12_2025_1.17© UCLES 2025
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IGCSE Economics: s25 21Name: 

4

0455/21/M/J/25© UCLES 2025

Section B

Answer any three questions.

Each question is introduced by stimulus material. In your answer you may refer to this material and/or 
to other examples that you have studied.

2 The shape of Colombia’s population pyramid is changing. The income distribution of this South 
American country, however, is not changing significantly. The country has one of the most unequal 
income distributions in the world. Some Colombians work in its footwear industry which produces 
shoes, sandals and boots. Although footwear is produced in the private sector, Colombia has a 
mixed economic system.

 (a) Define population pyramid. [2]

 (b) Explain two reasons why income may become more unevenly distributed. [4]

 (c) Analyse the influences on whether demand for shoes is elastic or inelastic. [6]

 (d) Discuss whether or not a mixed economic system will benefit the people who live in that 
economy. [8]

3 In recent years, the quantity of Latvia’s factors of production has changed. Since 2008, its capital 
has increased and its land has not changed significantly, but its labour force and its enterprise 
have decreased. Enterprise and conditions of supply can affect firms’ prices. In 2022, the Latvian 
Government increased the country’s national minimum wage (NMW). Its NMW did, however, 
remain one of the lowest in the European Union.

 (a) Identify the rewards to capital and land. [2]

 (b) Explain two causes of a decrease in enterprise in an economy. [4]

 (c) Analyse how changes in conditions of supply can affect a firm’s prices. [6]

 (d) Discuss whether or not a rise in a national minimum wage will harm an economy. [8]

4 In 2023, India became the country with the largest population. This may affect the government’s 
macroeconomic aims. In 2018, the Indian Government cut the country’s corporation (corporate 
income) tax rate from 35% to 25%. Between 2019 and 2022, India’s inflation rate averaged 6%. 
Some economists suggested that to achieve its central inflation rate target, the government should 
cut its spending.

 (a) Identify two macroeconomic aims of government that may conflict. [2]

 (b) Explain two reasons why a country may have a high population growth rate. [4]

 (c) Analyse how a cut in the corporation (corporate income) tax rate can increase economic 
growth.  [6]

 (d) Discuss whether or not a decrease in government spending will reduce inflation. [8]

IGCSE Economics: m25 12

Wealthy countries have people who live in relative poverty.

What is the most likely cause of this?

25

generous state pensionsA

low national minimum wageB

progressive taxationC

subsidised healthcareD

The diagram shows population data for a country for 1950, 2005 and 2050.26

What can be concluded from the diagram?

Men outnumber women in each year.A

People are living longer over the period.B

The population has grown continuously.C

The workforce has grown continuously.D

03_0455_12_2025_1.12© UCLES 2025
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age
100

80

60

40

20

0
1.2 0.8 0.4 0 0 0.4 0.8 1.2

age
100

80

60

40

20

0
0.8 0.4 0 0 0.4 0.8

age
100

80

60

40

20

0
1.2 0.8 0.4 0 0 0.4 0.8 1.2

men women men women men women

population
millions
1950

population
millions
2005

population
millions

2050 (forecast)

IGCSE Economics: w24 11

The table shows the distribution of income as measured by GDP for three countries in a year.24

percentage of GDP received by each 20% of households

lowest 20%
second

lowest 20%
middle 20%

second
highest 20%

highest 20%

8.914.318.022.436.4Belgium

5.49.413.520.051.7Mexico

5.110.315.322.446.9US

What can be concluded from the table?

A The lowest 20% of households in the US have lower incomes than the lowest 20% of
households in Mexico.

The lowest 40% of households in Belgium receive a larger share of the country’s income
than the highest 20% of households.

B

The distribution of income is most equal in Belgium.C

The highest 20% of households in the US receive half of the country’s income.D

The number of people in relative poverty in a country is decreasing.

What is the most likely cause of this?

25

a contractionary fiscal policyA

a decrease in the national minimum wageB

an expansion of investment in educationC

an increase in barriers to entry for multinational companiesD

African economies may have rapid economic growth because of a large increase in their working
age population.

Based on this idea, which factor of production is most likely to grow significantly?

26

labourA

enterpriseB

capitalC

landD

[Turn over11_0455_11_2024_1.4© UCLES 2024
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IGCSE ECONOMICS • EXERCISE SHEET

5.3 Population

Name: Class: Date: Total: 17 marks

KEY WORDS population人口• migration移民• birth rate出生率• immigration迁入• death rate死亡率

Objective
Build the skills to answer exam questions on population 人口 — birth and death
rates 出生率与死亡率, migration 移民, population structure 人口结构, and an
ageing population 人口老龄化.

You must be able to:

• explain what changes a country’s population size
• read a population pyramid
• analyse the effects of an ageing population

1 Worked examples

Population change and structure

0 9

10 19

20 29

30 39

40 49

50 59

60 69

70 79

80+

male female

developing (youthful)
male female

developed (ageing)youthful base (developing)  ·  ageing apex (developed)

Population grows when births + immigration > deaths + emigration

• Birth rate出生率 / death rate死亡率: births/deaths per 1000 people per year.

IGCSE Economics • 5.3 Population 1
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• Migration 移民: immigration 迁入 (in) and emigration 迁出 (out); net mi-
gration 净移民 = in − out.

• Ageing population 人口老龄化: people live longer and have fewer children →
more retired people per worker, higher pension and healthcare costs.

Ageing
population

fewer workers for
each retired person

more spent on
pensions & healthcare

may need higher taxes
or migrant workers

Exam: ageing raises dependency ratio  pressure on pensions, healthcare, and tax base

An ageing population: the worker-to-retiree ratio falls, raising pension and
healthcare costs

Answer shapes: K + App + An + Ev (a justified judgement, for discuss questions).

2 Practice
2.1 Define the term birth rate. [2]

2.2 State when a country’s population grows. [2]

2.3 Define the term net migration. [2]
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3 Exam-style questions
3.1 A country’s population will rise if: [1]

• A the death rate is higher than the birth rate
• B births plus immigration exceed deaths plus emigration
• C emigration is higher than immigration
• D the birth rate falls

3.2 Explain two reasons why a country might have an ageing population. [4]

3.3 Analyse the effects of an ageing population on a country’s economy. [6]
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Solutions
IGCSE Economics answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 the number of births each year for every 1000 people in the population (2 for a clear
definition; 1 for a partial idea).

2.2 when births plus immigration are greater than deaths plus emigration (2 for a clear
statement; 1 for a partial idea).

2.3 immigration minus emigration — the net number of people moving into a country (2
for a clear definition; 1 for a partial idea).

3.1 B. Population rises when births + immigration exceed deaths + emigration.

3.2 [4] For each of two reasons: K 1 + An 1 — longer life expectancy: better healthcare
means people live longer → more old people; a falling birth rate: families have fewer
children → the share of young people falls, so the population ages.

3.3 [6] K/App/An — an ageing population has more retired people and fewer workers
→ each worker must support more people → the government spends more on pensions
and healthcare → it may need higher taxes or more immigrant workers to fill the gap →
so an ageing population raises costs and can slow growth unless productivity rises.
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What is most likely to cause more poverty in a country?25

a decrease in the general price levelA

a decrease in the rate of income taxB

a decrease in the level of unemploymentC

a decrease in the level of wagesD

The charts show the population structure of a country in year X and year X + 50.26

85+
80–84
75–79
70–74
65–69
60–64
55–59
50–54
45–49
40–44
35–39
30–34
25–29
20–24
15–19
10–14

5–9
0–4

age

millions

year X

3 2 1 0 0 1 2 3

male female
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millions

year X + 50

3 2 1 0 0 1 2 3

male female

During this period, how did birth and death rates change?

death ratesbirth rates

fellfellA

no changefellB

fellroseC

no changeroseD

[Turn over11_0455_11_2025_1.9© UCLES 2025
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A country has a falling birth rate and a rising death rate, while an increasing number of its working
age adults (16–60 years) are seeking employment abroad.

How is this likely to affect the numbers in the different age groups in the country?

26

over 60 years16–60 yearsunder 16 years

fallfallfallA

riserisefallB

risefallriseC

fallriseriseD

What is an advantage of international specialisation?27

Choice is limited.A

Countries become over-dependent on each other.B

Resources are used more efficiently.C

Transport costs are decreased.D

An economy raises its tariffs on imported goods.

What is the most likely result?

28

a fall in the rate of inflationA

an increase in consumer choiceB

an increase in domestic productionC

the current account of the balance of payments moves into a deficitD

Which combination of changes in export revenue and import expenditure is most likely to cause a
country’s exchange rate to depreciate?

29

import expenditureexport revenue

decreasesdecreasesA

increasesdecreasesB

decreasesincreasesC

increasesincreasesD

11_0455_12_2025_1.8© UCLES 2025
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A country experiences a significant fall in unemployment.

What is a possible advantage and a possible disadvantage of such a fall?

23

possible disadvantagepossible advantage

fall in labour disputesfall in government spending
on unemployment benefits

A

fall in povertyfall in tax revenueB

rise in inflation raterise in living standardsC

rise in labour mobilityrise in outputD

A country’s Consumer Prices Index (CPI) falls from 120 to 110 in a year.

What will be a likely effect of this fall?

24

incomes will fall in real termsA

savings will fall in real termsB

the rate of interest will riseC

the real value of debt will riseD

The population sizes of four countries, A, B, C and D, are all equal.

Which country is most likely to have the highest population growth, given the changes in the table?

25

net migrationdeath ratebirth rate

unchangedincreasingdecreasingA

increasingdecreasingincreasingB

decreasingincreasingincreasingC

decreasingincreasingunchangedD

© UCLES 2025
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5 In 2023, the Canadian Prime Minister said that his country’s aim was to increase immigration to 
half a million a year. This was because the country was experiencing labour shortages and an 
increase in life expectancy. More workers in Canada would increase the tax revenue available to 
spend on pensions, and more workers would also increase consumer spending. An increase in 
the immigration of both skilled and unskilled workers might affect the country’s car industry.

 (a) Identify two causes of an increase in life expectancy. [2]

 (b) Explain two ways a firm could attract skilled workers from another country. [4]

 (c) Analyse how an increase in consumer spending could increase economic growth. [6]

 (d) Discuss whether or not the wages of workers employed by car firms will increase in the future.
 [8]
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Which combination of statistics is used to calculate the natural population growth of a country?26

2
nd
statistic1

st
statistic

net immigrationbirth rateA

birth ratedeath rateB

death rateemigrationC

emigrationimmigrationD

What will increase the level of specialisation in an economy?27

A computer manufacturer takes over an advertising company.A

A retail store issues its own credit card.B

A travel agent provides transport to the airport.C

A vehicle assembler reduces its range of vehicles.D

What might an economist consider to be meant by the term dumping?28

foreign firms exporting waste productsA

foreign firms producing goods at a lower cost than domestic firmsB

foreign firms selling goods that are out of fashionC

foreign firms exporting products at a price below the cost of productionD

06_0455_11_2025_1.8© UCLES 2025
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What is likely to cause deflation?24

higher employmentA

higher production costsB

increased money supplyC

technological advancesD

What is the most likely reason that an improved standard of education will alleviate poverty?25

It will decrease the productivity of workers.A

It will decrease the rate of unemployment.B

It will increase the government budget deficit.C

It will increase the rate of inflation of an economy.D

What will increase a country's population, all other things being equal?26

a rise in emigrationA

a rise in immigrationB

death rates higher than birth ratesC

decreased life expectancyD

Country Y decides to specialise in the domestic mining of rare metals required in the production of
electric-car batteries.

What is a likely benefit of this for country Y?

27

increased emigrationA

increased exportsB

increased importsC

increased tariff revenueD

06_0455_13_2025_1.12© UCLES 2025
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Section B

Answer any three questions.

Each question is introduced by stimulus material. In your answer you may refer to this material and/or 
to other examples that you have studied.

2 The shape of Colombia’s population pyramid is changing. The income distribution of this South 
American country, however, is not changing significantly. The country has one of the most unequal 
income distributions in the world. Some Colombians work in its footwear industry which produces 
shoes, sandals and boots. Although footwear is produced in the private sector, Colombia has a 
mixed economic system.

 (a) Define population pyramid. [2]

 (b) Explain two reasons why income may become more unevenly distributed. [4]

 (c) Analyse the influences on whether demand for shoes is elastic or inelastic. [6]

 (d) Discuss whether or not a mixed economic system will benefit the people who live in that 
economy. [8]

3 In recent years, the quantity of Latvia’s factors of production has changed. Since 2008, its capital 
has increased and its land has not changed significantly, but its labour force and its enterprise 
have decreased. Enterprise and conditions of supply can affect firms’ prices. In 2022, the Latvian 
Government increased the country’s national minimum wage (NMW). Its NMW did, however, 
remain one of the lowest in the European Union.

 (a) Identify the rewards to capital and land. [2]

 (b) Explain two causes of a decrease in enterprise in an economy. [4]

 (c) Analyse how changes in conditions of supply can affect a firm’s prices. [6]

 (d) Discuss whether or not a rise in a national minimum wage will harm an economy. [8]

4 In 2023, India became the country with the largest population. This may affect the government’s 
macroeconomic aims. In 2018, the Indian Government cut the country’s corporation (corporate 
income) tax rate from 35% to 25%. Between 2019 and 2022, India’s inflation rate averaged 6%. 
Some economists suggested that to achieve its central inflation rate target, the government should 
cut its spending.

 (a) Identify two macroeconomic aims of government that may conflict. [2]

 (b) Explain two reasons why a country may have a high population growth rate. [4]

 (c) Analyse how a cut in the corporation (corporate income) tax rate can increase economic 
growth.  [6]

 (d) Discuss whether or not a decrease in government spending will reduce inflation. [8]
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Wealthy countries have people who live in relative poverty.

What is the most likely cause of this?

25

generous state pensionsA

low national minimum wageB

progressive taxationC

subsidised healthcareD

The diagram shows population data for a country for 1950, 2005 and 2050.26

What can be concluded from the diagram?

Men outnumber women in each year.A

People are living longer over the period.B

The population has grown continuously.C

The workforce has grown continuously.D

03_0455_12_2025_1.12© UCLES 2025
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Workers in Switzerland earn more on average than workers in Mexico.

What is a likely cause of this?

24

A greater percentage of workers in Switzerland work part-time than in Mexico.A

The average worker in Switzerland is more productive than the average worker in Mexico.B

The average worker in Switzerland paysmore income tax than the average worker in Mexico.C

The unemployment rate is higher in Switzerland than in Mexico.D

The table contains details on birth rate, death rate and net migration for several countries in a year.25

net
migration

death ratebirth rate

850 000

30 000

–300 000

4 500 000

7

6

12

8

13

14

39

12

Australia

Brazil

Nigeria

US

What can be concluded from the table?

Only one country, Nigeria, had a decreasing population.A

The country with the lowest birth rate had the lowest death rate.B

The country with the lowest death rate had the highest birth rate.C

The country with the lowest natural rate of increase in population was the US.D

Which combination best describes the characteristics of a high-income economy?26

percentage of the
labour force in the
tertiary sector

Human
Development
Index value

GDP per head
(US$)

highhighhighA

lowhighhighB

highlowlowC

lowlowlowD

[Turn over© UCLES 2024
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IGCSE ECONOMICS • EXERCISE SHEET

5.4 Differences in economic develop-
ment between countries

Name: Class: Date: Total: 19 marks

KEY WORDS economic development经济发展• productivity生产率• developing countries发展中国家
• trade贸易 • developed and developing发达与发展中

Objective
Build the skills to answer exam questions on differences in economic development
between countries 国家间经济发展的差异 — what economic development 经济
发展 means, why developed and developing 发达与发展中 countries differ, and how
they are linked.

You must be able to:

• distinguish economic development from economic growth
• explain why countries differ in development
• analyse how developed and developing countries are linked

1 Worked examples

Developed and developing countries

Development is about well-being, not just output

IGCSE Economics • 5.4 Differences in economic development between countries 1
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• Economic development 经济发展: a rise in people’s well-being (health, educa-
tion, income), not just more output.

• Why countries differ: income, productivity生产率 (developing often do sub-
sistence farming自给农业), population, education and health, debt债务, trade.

• Linked: developing countries sell raw materials and buy machines; trade, aid and
investment can help — but cause dependency.

Income
(GNI per head)

Education
(years of schooling)

Health
(life expectancy)

Human
Development
Index (HDI)

Exam: HDI = income + education + health  broader than GDP alone for living standards

The HDI puts a number on the development gap — income, health and education
compared across countries

Answer shapes: K + App + An + Ev (a justified judgement, for discuss questions).

2 Practice
2.1 State the difference between economic growth and economic development. [2]

2.2 Identify two ways a developed country differs from a developing country. [2]

2.3 Define the term subsistence farming. [2]

IGCSE Economics • 5.4 Differences in economic development between countries 2
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3 Exam-style questions
3.1 Compared with a developed country, a developing country usually has: [1]

• A higher income per head
• B higher productivity
• C a higher birth rate
• D more capital per worker

3.2 Explain two reasons why developing countries have lower incomes than developed
countries. [4]

3.3 Discuss whether trade with developed countries always helps a developing country.[8]

IGCSE Economics • 5.4 Differences in economic development between countries 3
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Solutions
IGCSE Economics answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 growth is a rise in real output (GDP); development is a rise in people’s well-being —
health, education and income — not just output (2 for a clear difference; 1 for a partial
idea).

2.2 any two contrasts of: income per head (high vs low); productivity (high vs low); birth
rate (low vs high); capital per worker (more vs less) (1 + 1).

2.3 growing food only for one’s own family, with little or none to sell (2 for a clear
definition; 1 for a partial idea).

3.1 C. Developing countries usually have a higher birth rate.

3.2 [4] For each of two reasons: K 1 + An 1 — low productivity: less capital and skill,
and much subsistence farming, so each worker produces little → low incomes; debt: large
debt repayments leave less for schools and hospitals → development and incomes stay
low.

3.3 [8] K/App/An up to 5 + Ev up to 3. Helps: trade brings income, lets a country
specialise, and gives access to machines and technology it cannot make itself. Harm:
developing countries may rely on a few low-value primary exports with unstable prices,
while importing high-value goods, and can become dependent. Judgement (Ev): trade
can aid development, but mainly if the country can move into higher-value goods and is
not left dependent on volatile primary exports — so it depends on what it trades and on
fair terms.

IGCSE Economics • 5.4 Differences in economic development between countries 4
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Which combination of characteristics would be found in a less developed economy?26

tertiary sector
population
growth

literacy rates

smallhighhighA

smallhighlowB

largelowhighC

largelowlowD

What is a likely benefit of increased national specialisation?27

It guarantees a balance of trade in goods and services surplus.A

It increases dependency on other economies.B

It lengthens international supply chains.C

It reduces the cost of living.D

What is not a likely benefit of free trade?28

consumers should experience lower pricesA

consumers should have a greater choice of goodsB

firms could be protected from foreign competitionC

firms could take advantage of economies of scaleD

Which combination of changes would definitely raise the price of the Pakistani rupee on the foreign
exchange market?

29

Pakistan’s demand
for imports

demand for
Pakistan’s exports

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD

[Turn over© UCLES 2025
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Which changes are likely to lead to the biggest increase in inflation in country X?24

supply of goods
and services in
country X

demand for goods
and services in
country X

5% decrease5% decreaseA

5% increase5% decreaseB

5% decrease5% increaseC

5% increase5% increaseD

In rural areas in developing countries, farmers grow food for their own consumption.

Why might this mean that the GDP is a weak measure of the standard of living in those countries?

25

The food grown is not exported.A

The GDP does not include agricultural production.B

The GDP only refers to the public sector.C

The value of the food is unknown.D

Japan’s population has an increasing proportion of elderly people.

What is the likely impact of this on the Japanese economy?

26

increased government budget deficitA

increased rate of economic growthB

increased rate of emigrationC

increased use of labour-intensive methods of productionD

An Argentine product initially sells in the US for $50 when the exchange rate between the two
countries is 5 pesos to 1 dollar ($).

The exchange rate changes to 10 pesos to 1 dollar and the price of the product remains unchanged
in Argentina.

What will be the new price of the product in the US?

27

$500D$100C$25B$5A

06_0455_12_2025_1.17© UCLES 2025
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What is most likely to be a reason for taxing oil?20

to conserve oil resourcesA

to create employmentB

to encourage economic growthC

to reduce oil pricesD

Brazil’s real GDP fell by 3.8% in a year.

What might have caused this?

21

a decrease in importsA

a decrease in income taxB

an increase in interest ratesC

an increase in output per workerD

Factory owners invest in technologically-advanced industrial production by building new large-scale,
energy-efficient factories.

What is a negative consequence of this for local people?

22

a large increase in the factory owners’ incomesA

a reduction in the rate of inflationB

a rise in structural unemploymentC

lower emissions of carbon gasesD

Country X measures unemployment by counting the number of people claiming unemployment
benefit.

Why might this method underestimate the level of unemployment?

23

Some benefit claimants are working unofficially.A

Some employees work overtime.B

Some jobseekers do not claim benefits.C

Some people are unable to work.D

[Turn over06_0455_13_2025_1.12© UCLES 2025
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5 Australia has a number of firms that operate in other countries. These multinational companies 
(MNCs) provide several benefits for their home country of Australia. The Australian Government 
imposes relatively low import tariffs and the country has a floating exchange rate. In recent years, 
Australia has experienced an increase in investment and a higher Human Development Index 
(HDI) value.

 (a) Identify two benefits an MNC may provide for its home country. [2]

 (b) Explain two disadvantages of import tariffs. [4]

 (c) Analyse how an increase in investment can result in a rise in a country’s HDI value. [6]

 (d) Discuss whether or not having a floating exchange rate benefits an economy. [8]
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The table shows the weights attached to various categories of goods in a Consumer Prices Index
(CPI) in two years.

23

year 2year 1CPI category

200100clothing

300400food

100100energy

100200household goods

300200motoring

10001000total

What can be concluded from the table when comparing year 1 and year 2?

Real income spent by the average consumer on motoring increased.A

The cost of producing food has fallen.B

The CPI has not changed over the two years.C

The proportion of income spent on clothing has increased.D

The table shows the Human Development Index (HDI) values for two countries.24

HDI valuecountry

0.90X

0.45Y

What might explain the difference in the HDI values?

Country X has double the inflation rate of country Y.A

Country X has half the population of country Y.B

Country X spends more of its real GDP on foreign aid than country Y.C

Country X spends more of its real GDP on schooling than country Y.D

[Turn over03_0455_12_2025_1.12© UCLES 2025
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Workers in Switzerland earn more on average than workers in Mexico.

What is a likely cause of this?

24

A greater percentage of workers in Switzerland work part-time than in Mexico.A

The average worker in Switzerland is more productive than the average worker in Mexico.B

The average worker in Switzerland paysmore income tax than the average worker in Mexico.C

The unemployment rate is higher in Switzerland than in Mexico.D

The table contains details on birth rate, death rate and net migration for several countries in a year.25

net
migration

death ratebirth rate

850 000

30 000

–300 000

4 500 000

7

6

12

8

13

14

39

12

Australia

Brazil

Nigeria

US

What can be concluded from the table?

Only one country, Nigeria, had a decreasing population.A

The country with the lowest birth rate had the lowest death rate.B

The country with the lowest death rate had the highest birth rate.C

The country with the lowest natural rate of increase in population was the US.D

Which combination best describes the characteristics of a high-income economy?26

percentage of the
labour force in the
tertiary sector

Human
Development
Index value

GDP per head
(US$)

highhighhighA

lowhighhighB

highlowlowC

lowlowlowD

[Turn over© UCLES 2024
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The chart shows the population pyramid for a country.25

0 02 24 46 6

81–90
71–80
61–70
51–60
41–50
31–40
21–30
11–20
0–10

age
groupfemale male

population / millions

What is most likely to cause the population pyramid to be shaped in this way?

death ratebirth rate

lowlowA

highlowB

lowhighC

highhighD

The table shows information on four countries.

Which country is likely to be the most developed?

26

life
expectancy
(years)

Gross Domestic
Product (GDP)
($ billion)

population
(million)

51800100A

626000200B

48600300C

6316001000D
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