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Introduction

This was the first exam paper for the new specification, but was similar in many ways to the
unit 6 of the legacy specification. Candidates had a choice of longer, essay questions and then a

choice of data response questions.
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Question 1

This was the least popular of the three essay questions and responses were generally weaker than
on the other essays.

Better answers to part (a) were able to examine some valid causes of inequality such as
inheritance, education, pension rights and ownership of assets. However, others struggled to
develop more than one point or wrote generalised answers relating to wages.

Answers to part (b) were more convincing with some discussion of the possible impact on tax
revenues, disincentives and the effect on aggregate demand. However, evaluation was often
surprisingly weak, given the topical nature of this question.
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Do not use pencil. Use black ink or ball-point pen.
Put a cross in the box indicating the question from Section A that you have chosen ().
If you change your mind, put a line through the box (§8) and then indicate your new
question with a cross ().
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Examiner Comments

The answers to both parts of the question included some relevant points but the
analysis was not developed fully or evaluated effectively. In part (a) there were
valid points relating to land ownership, corruption and education but in all cases
the analysis were rather superficial. However, there were some valid evaluative
comments so this part was awarded 13/20 marks.

The answers to both parts of the question included some relevant points but the
analysis was not developed fully or evaluated effectively. In part (a) there were
valid points relating to land ownership, corruption and education but in all cases
the analysis were rather superficial. However, there were some valid evaluative
comments so this part was awarded 13/20 marks.

In part (b) there was mention of greater tax revenue but then the answer considered
how this might be spent, ignoring the current context of fiscal deficits. The second
point about increased equality was made fairly well and included some relevant
evaluation concerning tax evasion and capital flight. However, a further point
concerning incentives to work was not developed very fully. This part was awarded
14/30, a level 2 mark.

\ J

Examiner Tip

In answering part (b), it is important to consider the context in which a
new, higher tax rate was introduced. In this case, it was clearly not to
provide more funds for extra public expenditure but to reduce the size
of the fiscal deficit.
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Examiner Comments

In the part (a), there are 3 factors identified and explained: inheritance,
education and rising unemployment. The analysis is generally good and there
are some sound evaluative comments so this was awarded a Level 5 mark:
18/20.

In the part (a), there are 3 factors identified and explained: inheritance,
education and rising unemployment. The analysis is generally good and there
are some sound evaluative comments so this was awarded a Level 5 mark:
18/20.

The beginning of part (b) was less convincing with a suggestion that the 50%
tax band would increase inequality. However, there was some good discussion
relating to incentives to work, tax revenues, the brain drain and aggregate
demand. Some evaluation was included in the answer and more especially at
the end. Overall, this response was given 24/30 i.e. a Level 4 mark.

|\ /
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Question 2

In part (a) the best answers contained examples of countries, (presumably from case studies
undertaken in class) to illustrate the points which they were making especially on the significance
of price inelasticity of demand and supply and income inelasticity of demand. Evaluation was
often very effective with examples of countries which had developed on the basis of primary
products.

A characteristic of weaker response to this question was an absence of economic concepts.

In part (b) the best answers contained structure analysis and evaluation of several methods by
which growth and development might be achieved.

However, weaker responses focused on unrealistic supply side measures which involving
significant public expenditure. In these responses, much of the evaluation was brief and not
developed.
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Examiner Comments

The response to part (a) considers two main points and includes a mention of the
problem of natural disasters towards the end. The analysis is not well-developed.
but there is some evaluation mainly relating to the significance of increasing
population for the demand for agricultural products. This answer was deemed to
meet the Level 3 criteria and was awarded 12/20.

Four ways by which growth and development could be achieved are identified in
part (b) but some of the analysis is superficial e.g. relating to fair trade. However,
there is evaluation of three of the methods. This answer achieved 22/40 i.e. just
into the Level 4 category.

‘ Examiner Tip

The analysis of aid could have included reference to how

it might reduce absolute poverty; how it might be used to
improve education and enrolment rates as well as a more
detailed analysis of the effects of aid when directed towards
investment in physical capital.
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Question 3

This was the most popular of the three essay questions. Although there some sound responses
to this question, candidates seemed to have difficulty finding three points to explain the UK's
fall in international competitiveness in part (a). Rises in the sterling exchange rate were usually
very well explained (although the analysis of a minority of weak responses was very confused)
as was relatively high inflation in the domestic economy. Only the better candidates discussed
cost-raising regulations in the UK or the relatively low ratio of R&D to post-tax profits. Non-
price factors such as quality, reliability on delivery, after sale services were only mentioned by
candidates who presented deep analyses.

In part (b), most candidates were able to provide several methods by which the government and
businesses were able to improve competitiveness. These were often analysed and evaluated quite
well. However, illustrative examples were lacking (e.g. schemes for modern apprenticeships;
having a target of 50% university entrance). Similarly, evaluation was often rather superficial.

For example, responses merely mentioned ‘time lags’ in relation to education and training
without any relevant detail about planning, constructing and equipping schools, colleges
university buildings. Weak answers often listed proposals such as ‘cut costs’ or ‘improve quality’
without any suggestions about how these were to be achieved. Further, some answers suggested
protectionism and devaluation as methods without providing any context. For example,
devaluation is not a policy relevant to countries with floating exchange rates.

A minority of candidates were unable to access high marks because they ignored the requirement
to examine strategies which might be used by both businesses and governments.
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Examiner Comments

This answer lacked sufficient depth of analysis and contained only limited evaluation.
The answer to part (a) begins with a feasible point about a fall in productivity with
some associated analysis and evaluation. The appreciation of the currency is also
explained reasonably well but the final point concerning inflation is superficial e.g.
there is no recognition that it is a country's inflation rate relative to that in other
countries which is important. This part was awarded 13 marks.

Although the candidate attempted to include four strategies in part (b), they were

not explained or evaluated very well. For example, in discussing the second strategy,
there is no consideration of how quality may be improved. Similarly, it is suggested
that the currency ‘could be weakened' but there is no analysis of the mechanism by
which this could be achieved. Therefore, this part was deemed to fit the Level 2
criteria and was awarded 14 marks.

. J

‘ Examiner Tip

To score highly, it is important that the analysis is detailed.
For example, the last point made in this response to part (b)
related to supply side policies. The analysis could have been
improved by including an AD/AS diagram and considering some
specific examples of supply side policies with an explanation
of how they could increase international competitiveness.

\_ J
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Plus

Examiner Comments

The quality of this answer was significantly higher than the previous
one. Each part contains sound analysis and evaluation although in part
(a) the section on quality was perhaps less strong than the discussion of
the other points while in part (b) the discussion of methods of cutting
costs was a bit fragmented compared with the previous paragraphs.
Nevertheless both parts scored Level 5 marks (18/20 and 26/30).

Examiner Tip

In part (b), it is best to focus on specific policies
and then to analyse and evaluate these fully.
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Question 4 (a)

This was intended to be a relatively straightforward question and most candidates scored
some marks. There were clear indications in the first paragraph as to what was implied by
‘deglobalisation’. Regrettably few candidates made any reference to actual declines in world
trade or to the fall in FDI.

(a) Explain the characteristics of ‘deglobalisation’ (Extract 1, line 4).
(5}
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Plus

Examiner Comments

The candidate begins by identifying 2 features of deglobalisation -
falling trade and investment flows. There is clear reference to the data
in the second sentence. The answer goes on to consider the impact of
protectionism on trade.

Examiner Tip

Include reference to the data - this is worth 2
marks. Far too many candidates completely ignore
the data.
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(a) Explain the characteristics of ‘deglobalisation’ (Extract 1, line 4).
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Examiner Comments
Clear identification of decline in trade and foreign direct investment

with some further consideration of figure 2. However, there are no
specific data references so the maximum mark possible is 3.

Examiner Tip

Candidate could have secured the other 2 marks by
making specific reference to the data in figure 2.
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)

Question 4 (b)

This was designed to be a relatively accessible question. Candidates could score up to 3 marks
for identifying two relevant factors and another 3 for some explanation with the other two for
data references. However, many weaker candidates failed to score more than 5 marks. The main
reason was a lack of analysis, many simply identifying issues raised in the text and quoting some

figures.
- _
(b) Explain why some countries may experience a more severe recession than others.
(8)
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ENEEI G

This answer focuses on one issue only: dependence on FDI. It is
explained and illustrated with an example of one country so the marks
were allocated as follows: 1 for identification, one for example and 2
for explanation/analysis.

Examiner Tip

Use of the information in the extract would have
enabled the candidate to provide a fuller response.
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(b) Explain why some countries may experience a more severe recession than others.
(8)
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us

Examiner Comments

The candidate has identified two reasons: openness to trade and
specialism in particular products. These points are explained briefly but
adequately and supported by examples of particular countries.
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)

Question 4 (c)

There were some good answers to this question which applied theory well to the context of
tourism with many answers drawing on material not only in the cextract but from their own
knowledge e.g. the significance of tourism in the Maldives. However, a significant minority wrote
generalised answers and did not include any effective evaluation.
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(c) Examine the possible effects of the global recession on countries with
well-established tourist industries.
(10)
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Plus

Examiner Comments

The first paragraph makes good use of the data and gains 2 marks. In
the next two paragraphs, there is some analysis of the possible effects
of recession on countries with well-established tourist industries which
is worth 3 marks. The evaluative comments at the end of the second
and third paragraphs are worth just 1 mark each because they are not
developed.

Examiner Tip

Evaluative comments should be explained e.g. why
might imports be expected to fall in time of global
recession?
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d

(c) Examine the possible effects of the global recession on countries with
well-established tourist industries.
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Examiner Comments

The discussion of the effects of the recession on tourism were analysed
in a rather superficial way so the first paragraph was worth 1 mark for
identification and 2 for analysis.

The paragraph on the balance of payments was less convincing because
the loss of revenue from tourists was ignored. However, there was some
good evaluation in relation to the environment and diversification away
from tourism. (3 marks for evaluation)

J

Examiner Tip

There was a good opportunity to use AD/AS analysis
in considering the effects of recession on tourism.
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Question 4 (d)

This question was often not answered very effectively because many candidates did not consider
the significance of the points mentioned in the passage for world trade. Further, few examples
were given and evaluation tended to be limited. The best answers used the material convincingly
and included specific reference to percentage decline in world trade.
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*(d) With reference to lines 26-34 of Extract 1, evaluate reasons why the banking crisis

has hit world trade so severely.
(12)
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Plus

Examiner Comments

This response used the material from the extract effectively and
included the example of China in the discussion of global supply chains.
However, there was no evaluation and so the maximum mark possible is
7/12.

Examiner Tip

The higher mark base questions always demand
evaluation so it is important that the answer
includes some comments which show signs of
critical thinking.
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*(d) With reference to lines 26-34 of Extract 1, evaluate reasons why the banking crisis
has hit world trade so severely.
(12)
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D ENNEESIn S

This response uses the information in the passage to good effect
discussing the significance of globalisation; lack of export credits

and protectionism as explanations as to why the banking crisis had
such a severe impact on world trade (1 mark for identification + 4
for analysis). Examples (China and Germany) are included to support
the analysis (2 marks). There is also some evaluation worth 3 out of 5
marks)

Examiner Tip

Use the information provided, as this candidate has
done, to answer the question.
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Question 4 (e)

This question required candidates to discuss the effects of an increase in protectionism on

the world economy. However, many responses were very narrow, focusing on the impact of
tariffs on a particular country. Only the best answers considered issues such as the distortion of
comparative advantage; reduction in specialisation and world output and the possible impact on
inflation as well as some evaluative comments.
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*(e) In the light of the global recession, assess the likely economic effects of an
increase in protectionism on the world economy.
(15)
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Examiner Comments

This answer contained a good tariff diagram which was explained fully.
There was also some evaluation of tariffs. However, there was no direct
answer to the question i.e. how an increase in protectionism would
affect the world economy. Therefore, marks were allocated as follows:
2 for the diagram; 3 for explanation of the diagram and a further 2 for
evaluation.

The remainder of the answer considered other types of protectionism
but did not address the question directly.

. J

Examiner Tip

You should refer back to the question frequently
while writing their answers to ensure that they
have addressed the question set.
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*(e) In the light of the global recession, assess the likely economic effects of an
increase in protectionism on the world economy.

(15)
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Examiner Comments

Unlike the previous response, this answer does consider some effects
on the world economy e.g. distortion of comparative advantage;
retaliation and higher prices. However, the evaluation was limited and
was only awarded 1 mark.

There were 2 marks for identifying the effects on the world economy;
2 for the diagram; 5 for analysis of the diagram and for the impacts on

the world economy.
. J

Examiner Tip

Evaluation could take many forms e.g.
consideration of short and long run effects; the
magnitude of the protectionist measures and the
differential effects on countries.
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Question 5 (a)

This question was generally well-answered with many candidates scoring maximum marks.
However, some answers contained no references to the data and a minority of candidates
confused a fiscal deficit with a balance of payments deficit on current account.
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(a) With reference to Figure 1, how might the expected change in the UK’s fiscal
deficit between 2007-08 and 2009-10 be explained?

(5)
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Examiner Comments

This answer scored 3 marks for explaining how rising unemployment
resulted in increased expenditure on benefits and a reduction in tax
revenues. The absence of any data references meant that the other 2
marks could not be awarded.

Examiner Tip

Always make use of the data to support your
answers.
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(a) With reference to Figure 1, how might the expected change in the UK's fiscal
deficit between 2007-08 and 2009-10 be explained?

(5)
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Plus

Examiner Comments

This answers starts by referring to the data and then offers a sound
explanation of why the fiscal deficit has increased.

Examiner Tip

This is an effective way of tackling this question.
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Question 5 (b)

As with question 4(b), this question was designed to be relatively accessible. Candidates could
score up to 3 marks for identifying two relevant factors and another 3 for some explanation with
the other two marks for data references. All too often, however, candidates made no reference
to the data and some struggled to offer relevant reasons why the deterioration of the public
finances might present problems.

”

(b) With reference to the information provided, explain the problems resulting from
the deterioration in the public finances for the UK or any country of your choice.
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Plus

Examiner Comments

The candidate sets the scene by describing the expected change in the
size of the fiscal deficit and the increase in the national debt. Potential
problems such as financial crowding out, inflation and the need to cut
public expenditure are then examined. The marks were allocated as
follows: 3 marks for identification of points; 2 marks for use of data and
a further 3 marks for explanation.

g J

Examiner Tip

Again, starting with the data gives the answer
a framework before considering the potential
problems which a country might face when the
sharp deterioration in its public finances.
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Question 5 (c)

Many candidates were able to use the first paragraph of Extract 2 to help them answer this
question effectively although evaluation proved beyond all but a few. This question discriminated
sharply between those candidates who had kept up to date with current issues and those who
had relied solely on textbooks. Many got distracted by other parts of the extract, most notably a
sizable minority tried to blame the low value of sterling for the weak state of the UK economy.

~

(c) Evaluate the reasons why the UK economy was in a weak state following the
financial crisis in autumn 2007.
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Examiner Comments

This answer was not untypical of many similar responses. The candidate
has identified 3 reasons why the UK economy was in a weak state
and explained them well. All are clearly related to the UK economy.

However, there is no evaluation so the maximum mark possible is 6 out
of 10

Examiner Tip

Check the command words carefully to ensure that
evalaution is included when required. In this case
it is very clear that evaluation must be included.

—————————

(c) Evaluate the reasons why the UK economy was in a weak state following the
financial crisis in autumn 2007.

(10)
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Plus

Examiner Comments

This was a convincing response which examined the significance of the finacial services industry;
the large debts of households and the house price boom as reasons for the weak state of the UK
economy (1 mark for identification, 2 for clear references to the UK economy and 3 for analysis).
There was good evaluation at the end of the first page (2 marks) and some brief evaluation at
the end of the second page (1 mark)

¢ ‘

Examiner Tip

Recent knowledge about the state of the UK and global economy
can be very useful in accesssing the highest marks. In this case,
the evaluation was based such knowledge.
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Question 5 (d)

Answers to this question were frequently impressive: not only were candidates able to discuss the
effectiveness of interest rate policy confidently but many also examined the role of quantitative
easing. Evaluation was often stronger on this question than on parts (b) and (c).

However, weaker responses often failed to explain how the monetary transmission mechanism
was supposed to work and then were unable to provide much by way of evaluation.
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*(d)Evaluate the likely effectiveness of monetary policy in the management of the
economy in the light of the information provided.
(12)
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Examiner Comments

Apart from the first two paragraphs, this is not an impressive response.
There is confusion about the link between interest rates and foreign
direct investment.

The answer does not include any evaluation worthy of credit.
Consequently marks have only been awarded for an understanding of

monetary policy, a loose reference to the reduction of interest rates
and the impact of lower interest rates on consumer borrowing.

Examiner Tip

The difference between the factors influencing 'hot’
money flows and FDI should be understood.
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*(d) Evaluate the likely effectiveness of monetary policy in the management of the
economy in the light of the information provided.
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Plus

Examiner Comments

A good opening sentence in which it is obvious that the candidate
understands monetary policy and has indicated the size of the
reduction in interest rates which has occurred.

The next two paragraphs explain the transmission mechanism and
include a diagram (although this could be criticised on the basis that
the initial equilibrium does not show severe recession). The two
paragraphs on the last page provide some good evaluation and were
awarded 4 marks out of the 5 available.

g J

Examiner Tip

To improve the evaluation of the time lags issue,
the answer could have included more reasons e.g.
people on fixed interest mortgages; or savers with
fixed term interest bonds.
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Question 5 (e)

The quality of responses to this question was rather variable. Some candidates had not allowed

a sufficient of time to provide a full answer while other answers were rather narrow, focusing on
the impact of price competitiveness and the balance of payments. Many students talked about
the J curve effect on the current account and the Marshall-Lerner condition. However, knowledge
and understanding of these concepts was incomplete and they often lumped both into the same
sentence with regards to the Balance of Payments.

Only the strongest responses used aggregate demand/aggregate supply analysis effectively and
included sufficient evaluation.

”

*(e) Assess the likely economic implications of ‘the 27% decline in sterling’s trade-
weighted index... between July 2007 and March 2009’ (Extract 2, lines 17-18).
(15)
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Plus

ENEEI N G

An answer showing an alarming degree of confusion about the effects
of depreciation in the value of sterling: it asserts incorrectly that price
of importing goods into the UK would be lower whereas the foreign
currency price of UK exports would be higher.

Examiner Tip

A precise understanding of the implications of
exchange rate changes is essential in tackling the
Unit 4 paper.
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*(e) Assess the likely economic implications of ‘the 27% decline in sterling’s trade-
weighted index... between July 2007 and March 2009 (Extract 2, lines 17-18).
' (15)
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Examiner Comments

This is a fairly effective response starting with a definition and then an
examination of the effects on the prices of exports and imports. There
is some evaluation in terms of the J curve effect but the Marshall-
Lerner condition is not mentioned specifically.

The possible inflationary consequences of the depreciation are
considered with a little evaluation in terms of the role of the Monetary
Policy Committee. There is further discussion of the possible effects in
terms of speculation, employment and public finances.

The main weakness in this response was insufficient evaluation (which
scored 3 out of 6 marks).
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Examiner Tip

This response could have been enhanced further if
an AD/AS diagram had been included to support the
written analysis.
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Grade boundary

Grade Max. Mark | A* A B C D E N
Raw mark boundary 100 76 | 68 | 60 | 52 | 45 | 38 | 31
Uniform mark scale boundary 120 108 | 96 | 84 | 72 | 60 | 48 | 36
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