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Introduction
The entry for this paper continues to grow with just over 1,000 candidates sitting this exam.

In Section A, question 1 was the most popular choice (attempted by around 50% of 
candidates), followed by question 3 (35% of candidates) and then question 2 (15% of 
candidates).  The mean scores for questions 1 and 3 were similar and in line with the 
average scores from the summer 2014 paper, however the mean score for question 2 was 
lower due to a significant proportion of the candidates who answered this question writing 
about a country's trade balance, rather than its terms of trade, as the question asked.  
Although this mistake was more common among weaker candidates, it was made by 
candidates at all levels.  Similarly, (although to a lesser extent), question 3(a) was misread 
by a number of candidates.  These questions were no more difficult than the others, but 
candidates simply did not read them carefully enough.

In Section B, the split between the two optional questions was also uneven, with around 
70% of candidates attempting question 4 and 30% answering question 5.  Mean scores 
across these two questions were roughly similar, and in line with (although slightly above) 
mean scores from June 2015. 

The questions were generally accessible at all levels and provided some good opportunities 
for candidates to differentiate themselves by ability.  Answering the precise question asked, 
integrating data with analysis, and strong evaluation remain the key ways that A-grade 
candidates achieve higher marks.

It is pleasing that the standard of responses was generally slightly higher than previously, 
and that candidates seem to have a good understanding of what is required of them when 
attempting this paper, including the mark distribution for each question and the four 
assessment objectives.  Candidates are also making more consistent efforts to apply their 
answers to real world examples and contexts, particularly in Section A, a previous weakness 
that was commented upon in the January 2015 Examiner's Report.  There is no evidence 
that candidates have problems with timing or completing the paper in the allotted time.
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Question 1
This question was generally well answered and gave candidates the opportunity to show 
their ability across all assessment objectives.

In response to question 1(a), all candidates were able to show an understanding of the 
term 'globalisation' and at least some knowledge of the idea of 'comparative advantage'.  
Weaker candidates were often not clear on the difference between absolute and comparative 
advantage, while stronger candidates could give clear definitions which were well supported 
with diagrammatic or numerical examples.  Good answers could also give examples of 
what different countries may have comparative advantage in, and used these to explain 
specialisation and hence increased trade.  All candidates could give some basic explanation 
of the need to trade internationally if countries specialise according to comparative 
advantage and understood that increased international trade was one aspect of increased 
globalisation.  Stronger candidates were able to develop and expand on this point.  Credit 
was given for the discussion of other likely causes of increased globalisation over the past 
40 years, either as analysis or evaluation, depending on how candidates chose to present 
these.  In evaluation, stronger candidates were also aware of the limitations of the model 
of the law of comparative advantage as usually presented, and could draw on real life 
examples of some of these to question the relevance of the concept (for example trade 
barriers or transport costs).

Question 1(b) was also a very accessible and generally well answered question.  Pleasingly, 
the vast majority of candidates wrote about both the benefits and costs of globalisation to 
both developed and developing countries, and so addressed all aspects of the question.  
Stronger candidates tended to focus on more economic costs and benefits and were also 
able to include high level application into their responses; weaker candidates often focused 
more on the social (rather than economic) costs of globalisation, such as loss of cultural 
identity.  While valid, candidates often found that they had less to write about on such 
issues, limiting the extent to which they could construct logical chains of economic analysis.
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1(a): This is a relatively weak response to this question. Although it is clear that the 
candidate understands what is meant by 'globalisation', it is not obvious that they 
understand the precise meaning of 'comparative advantage'. The example given implies 
that comparative advantage is just producing more of something, or being able to 
produce more of something. The basic link between specialisation and the need to trade 
internationally is made, but the third paragraph is confused, and no other possible 
causes of increased globalisation are discussed. This is therefore a low Level 2 response, 
which was awarded 4 marks.

1(b): In this response, the candidate explains possible costs and benefits to both 
developed and developing countries, and indeed the answer is nicely balanced across all 
of these aspects. This response is lacking depth in some places and, particularly, it would 
have been strengthened by the inclusion of more application, but the variety of points 
explained and the evaluation content meant that it achieved a low Level 4 score and was 
given 16 marks.

Examiner Comments
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1(a): This is a good response to the question which shows very clearly an 
understanding of both 'globalisation' and 'comparative advantage'.  The link between 
the two concepts is clearly explained, and some other possible causes of increased 
globalisation are also identified.  There is some good evaluative content in terms of an 
understanding of the limitations of the model of comparative advantage as presented. 
This response was therefore given a Level 4 score of 11 marks.

1(b): This is another strong response which covers a good number of points and 
addresses all the key aspects of the question by discussing both the costs and benefits 
to developed and developing countries of increased globalisation.  There is a good 
level of depth and breadth in the points presented, and the candidate shows a good 
knowledge of economic concepts and theories, for example by the references to the 
Harrod-Domar model and savings gaps. The depth and breadth of both analysis and 
evaluation was sufficient to earn this response a Level 4 score of 18 marks. 

Examiner Comments

1(a): In order to improve this answer, the candidate could have: expanded upon the 
explanation of comparative advantage by giving a numerical or diagrammatic example; 
included more application in the response, perhaps by giving examples of countries 
who specialise according to comparative advantage and then trade internationally; 
developed the explanation of another possible cause of increased globalisation.

1(b): The one major thing missing from this response is application.  To improve it, 
the candidate needed to have included more of this, for example by giving examples of 
countries which have, or which might, experience of the costs and benefits identified in 
the answer.

Examiner Tip
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Question 2
This question was poorly answered by a significant proportion of candidates who chose 
to attempt it.  The issue was not really with the answers themselves, but with candidates 
misinterpreting the question.  Candidates of all ability levels thought that it was asking 
about a country's 'trade balance' rather than its 'terms of trade' and so candidates wrote 
essays about this concept instead, meaning that little of what they wrote was answering the 
question set and so could not be awarded marks.  It did not seem to be the case that this 
was a particularly difficult topic or question - those that knew the concept of terms of trade 
generally managed to produce responses of a similar quality to questions 1 and 3. It is not 
clear whether this was because candidates had not covered terms of trade and so were not 
aware that it might be different to the trade balance, or due to some other reason.  The fact 
that both part (a) and part (b) were about the terms of trade meant that candidates scored 
very low marks overall if they misinterpreted this concept.

Responses that did understand what the terms of trade were, were generally able to suggest 
a range of factors which might have explained the change in the variable that was the 
focus of part (a).  Most candidates were able to discuss the likely effect of changes in the 
exchange rate, the relative inflation rate, and some aspect of production cost or productivity 
on the terms of trade.  Stronger candidates were also often able to discuss the implications 
of the Prebisch-Singer Theory for the terms of trade of countries specialising in primary 
products, which provided an excellent answer to the question.  Candidates of all ability 
levels did find it more challenging to evaluate these factors though.

In answer to question 2(b), stronger candidates appreciated that the effect of the change 
in the terms of trade would depend on whether it was the price of imports, exports or 
both that had caused it, and were able to discuss the likely effects of each of these on 
the economy.  This more nuanced understanding also provided the opportunity for some 
good evaluation points, as did ideas of the importance of the price elasticity of demand of 
a country's imports and exports when discussing the effects of the change in the terms of 
trade on the value of a country's imports and exports and hence its net trade balance.
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2(a): This response is typical of many in that the candidate has a good understanding of what 
the terms of trade is, but struggles to keep the whole of the response focused on this. The 
response starts promisingly with the terms of trade defined and then the role of the exchange 
rate identified correctly.  In this paragraph, the candidate writes about the 'value' of imports and 
exports’ but really means 'price'.  The final paragraph on the first page is not relevant to the 
question, so earns no credit.  

On the second page, the candidate writes about how the price of commodities will influence a 
country's terms of trade, and includes some good application in terms of the relevance of the oil 
price to Argentina's terms of trade.  In evaluation, the candidate then goes on to consider the 
effect of a rise in commodity prices on production costs and hence prices of exports for a country 
which is a net importer of commodities.

On the third page, there is a weaker point presented, namely that if demand falls for a country's 
main exports (perhaps during a global recession), the price of that country's exports are likely to 
fall, worsening its terms of trade.  The evaluation for this is not really correct, as it focuses on the 
PED of individual products, rather than the PES/elasticity of the economy's AS curve.

Overall, this response shows good knowledge, includes one stronger point about global 
commodity prices and two much weaker points.  It was therefore felt that this response lacked 
the depth and breadth required to gain above a Level 3 score, and it was given a Level 3 mark of 
9.

2(b): This is a much weaker response than that to question 2(a).  The candidate begins by 
assuming that the country's current account balance will improve, without explaining why this 
might be the case (and indeed it only would be in the long run if the Marshall-Lerner condition 
were not satisfied).  In the second paragraph, there is a discussion of the role of the PED of 
imports and exports in determining the effects of the improvement in the terms of trade, and this 
is correct.  However, subsequently the candidate reverts to assuming that the current account 
balance will improve and writes the remainder of the essay about the effects of an improvement 
in a country's trade balance.

As it is not clear from this response that the candidate really understands the likely effects of an 
improvement in a country's terms of trade, and there is only the last paragraph on the first page 
that is really engaged with the question, this response was given a Level 1 score of 5 marks.

Examiner Comments
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2(a): This is a sound response to the question which shows good knowledge of the 
terms of trade and two factors which may have caused a worsening of it: relative 
inflation rates and the exchange rate.  The candidate is also able to attempt to 
evaluate both of these factors. This response was therefore given a Level 4 score of 
11 marks. 

2(b): This is a good response, which considers a range of likely effects of an 
improvement in the terms of trade and is also able to effectively evaluate these. On 
the first page, third paragraph, the candidate considers the likely negative effect on 
the trade balance and hence aggregate demand (ceteris paribus). This was awarded 
as KAA, rather than evaluation, as this led onto the analysis on the second page.  
The second paragraph on the first page was therefore awarded as evaluation. 

On the second page, we should note that the first paragraph analyses the likely 
effect of the improvement of the terms of trade on the standard of living, which 
is not a generally accepted macroeconomic objective and hence is not tightly 
focused on answering the question.  The candidate does then return to relevant 
points however and, on the third page, presents two valid evaluative points. Given 
the strong economic knowledge shown, the range of points presented and the 
presence of some evaluative points, this response was given a Level 4 score of 18 
marks.

Examiner Comments

2(a): In order to improve, this candidate could have tried to develop the evaluative 
points in more depth and/or discussed how a third factor might have caused the 
terms of trade to worsen.

Examiner Tip
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Question 3
As with question 2, one of the main issues encountered with responses to question 3(a) 
was that candidates did not answer the question, as asked.  Although bold font was used 
to stress to candidates that the question was about reasons for income inequality between 
(rather than within) countries, a good number of candidates did still write essays which 
solely focused on the likely causes of income inequality within just one country.  Such 
responses received some marks, but were often limited to Level 1 or 2 scores as they 
were really only addressing half of the question asked.  It really is absolutely crucial that 
candidates read and re-read the question carefully and ensure that they are answering the 
precise question set, and not a similar one, perhaps that they have seen previously.

From candidates who understood what question 3(a) was asking them to do, some good 
responses were produced, often which considered the different causes of income inequality 
in a typical developed country as compared to a typical developing country.  Here candidates 
could usefully discuss the different levels of government involvement to redistribute income, 
among other factors. 

Even very able candidates did struggle to effectively evaluate their responses to this 
question, however.  It might be useful for candidates to remember that prioritising the 
different factors they have analysed, with reasons, is a valid way to evaluate those factors.

Question 3(b) was perhaps something which many candidates had not considered 
previously, but there were some very good responses to it nonetheless.  The strongest 
candidates appreciated that a reduction in income inequality could come about in different 
ways: the lower income earners could increase their earnings; or the higher income earners 
could see their incomes reduced, for example.  In the case of the former, able candidates 
understood that this would likely cause an increase in the economy's marginal propensity 
to consume, and then to explain the varied likely effects of this.  Weaker candidates tended 
to focus their answers on the likely effects of more equal access to social services like 
education and healthcare if the lower income earners received higher incomes.  These points 
were equally valid but candidates tended to find themselves less able to develop on them, 
certainly in terms of developing them as different, distinct points.
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3(a): This response is typical of those who misread the question and 
focused on likely reasons for income inequality within (rather than 
between) countries.  As a result there is very little worthy of credit in this 
response.  At the end of the second paragraph on the second page, the 
candidate does briefly contrast the USA with Ethiopia, but this is a very 
weak point. As a result, this response was given a Level 1 score of 1 mark.

3(b): The candidate begins the response by showing some knowledge 
of how income inequality might be measured, although this is not 
directly answering the question.  The final paragraph on the first page 
explains a possible cause of decreased income inequality (a reduction in 
unemployment), not an effect of this, and hence this is not answering the 
question. On the second page, however, the candidate does give some 
possible effects, for example, an increase in consumption (although note 
that consumption is not an injection into the circular flow of income), and 
then on the third page, a resultant increase in inflation and damage to 
the environment.  The fall in absolute poverty is not necessarily the case, 
but was allowed as a likely effect.  The point on a fall in the crime rate 
is weaker. Overall, there is a selection of relevant points considered, but 
there is no valid evaluation, and this would be the obvious way to improve 
this response.  A Level 3 score of 11 marks was awarded.

Examiner Comments
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3(a): This is a sound response to the question which covers several valid points, such as 
specialisation in different goods, differences in wealth (a weaker point), and differences 
in infrastructure.  There is some application, although the candidate could have included 
more of this if they wanted to improve the response, and on the second page there are two 
(although related) evaluation points.  These are identified, but could have been developed 
in more depth. Overall, this response was given a Level 4 score of 11 marks.

3(b): This is a strong response which considers a range of possible effects and shows an 
excellent knowledge of economic concepts.  The candidate considers the likely effects 
of the improvement on the marginal propensity to consume and hence the value of the 
multiplier, the trade balance and the budget balance.  There are then three valid evaluative 
comments. Overall this is a good Level 4 response, which was awarded 18 marks.

Examiner Comments

In order to improve, the candidate needs to integrate more application into the response, 
and could perhaps develop the evaluative points in more depth.

Examiner Tip
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Question 4 (a)
This question was well answered, with the vast majority of candidates understanding the 
need to show both knowledge and application in their responses.  Explanations of the 
meaning of the term 'free trade area' were generally sound, with stronger candidates able 
to add to their base definitions that there is no common external tariff in an FTA, so that 
although member countries agree to lower or abolish all trade barriers between themselves, 
each remains free to set its own barriers with non-member countries.  Conversely, some 
weaker candidates were seemingly unaware of the different types of regional trade blocs, 
and gave a general definition in their response, sometimes referring to a common external 
tariff, the free movement of labour and capital, and other aspects only found in trade 
blocs exhibiting a deeper level of economic integration than an FTA.  Positive marking, 
however, meant that such responses did usually earn the two available knowledge marks, as 
candidates also referred to the lowering of trade barriers between member countries too.

Application to the Extract was generally well done, with a range of relevant references 
credited.

 

.

This response earned full marks (4/4).  The first, short paragraph shows 
sound knowledge of the meaning of the term 'free trade area' and so was 
awarded 2 marks; the second paragraph includes relevant reference to 
Extract 1 and so was awarded 2 application marks.

Examiner Comments
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This response scored 2 marks out of a possible 4.  The candidate shows decent knowledge 
and earns 2 marks for the explanation of the term 'free trade area'.  Note that the final 
sentence about the free movement of people is not necessarily true (this is a feature of a 
common market, rather than an FTA), but the candidate has already secured knowledge 
marks by this point and responses are marked positively. However, the candidate does not 
earn the 2 available application marks, as there is no attempt made to relate the definition 
to the Trans-Pacific Partnership, or otherwise to apply it to Extract 1.

Examiner Comments

In the 4 mark data response question, there are always 2 marks available for knowledge 
(AO1) and 2 marks available for application (AO2).  Don't forget to include an element of 
application to the data provided in your response so that you can also earn these latter 
marks.  Omitting this is the most common reason for candidates not scoring full marks on 
the 4 mark question.

Examiner Tip
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Question 4 (b)
Candidates who read this question carefully and then answered the question, as asked, 
generally produced good quality responses.  Those who did answer the question were 
almost all able to identify two types of restrictions on free trade - most commonly tariffs, 
quotas or subsidies to domestic firms.  Stronger candidates were then able to differentiate 
themselves by the quality of their analysis of the effects of these restrictions; in essence 
we were looking for chains of reasoning to be built up explaining them, rather than a range 
of unconnected points to be made.  For example, candidates analysing the likely effects of 
a tariff might explain the effect on consumer surplus, producer surplus and government 
tax revenue as linked steps in an explanation of the overall effect of the tariff on welfare.  
The strongest candidates were able to produce accurate diagrams to show the effects of 
the restriction (either a 'tariff diagram' or more general aggregate demand and aggregate 
supply diagrams) and to integrate their diagrams into their written analysis.

The four available analysis marks could be split in any way between the two types of 
restriction identified, i.e. an in-depth analysis of the effects of one restriction could 
earn all four marks, or they could be awarded as 1+3 or 2+2 across the two types of 
restriction.  This meant that a candidate who only identified one type of restriction could 
earn a maximum score of 7/8.  Relatively few candidates failed to identify a second type of 
restriction.

Application was the least well done skill in response to this question, with many candidates 
giving a purely theoretical answer with no reference to Extract 1 or the TPP.
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This is an excellent response which easily received full marks (8/8). The candidate 
begins by making reference to the data and so secures 2 application marks.  The 
response then goes on to identify 'purposeful delay and bureaucracy' as a type of 
restriction, gaining the first of the two available identification marks. The analysis 
of the effects of such a restriction is rather repetitive however, so earned 1 
analysis mark only.

In the second paragraph, the candidate identifies tariffs as a second type of 
restriction and analyses the likely effects of a tariff in great detail, including a 
diagram in the response.  This diagram is explained and good chains of reasoning 
are constructed.  There is enough here for this candidate to be awarded 4 marks 
for analysis, but as there are only 3 remaining, these 3 marks were awarded.

Examiner Comments

Although this is an excellent response, it is important to watch timing and not 
spend more time than necessary on an answer.  This is only an 8 mark question 
so candidates are expected to produce less in response than for the 12 or 16 
mark questions.  In particular, the final paragraph in this response (beginning, 
'However the converse argument...') is definitely extraneous as no evaluation is 
required in response to an 'analyse' question.  This candidate had actually earnt 
full marks by the end of the first paragraph on the second page, making the 
second paragraph on this page unnecessary too.  This depth of analysis is very 
positive as long as it did not come at the expense of the candidate not having 
sufficient time to answer the subsequent two questions in this section.

Examiner Tip
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This response earned 6/8 marks. The candidate identifies two types of 
restrictions on free trade (tariffs and quotas) and analyses the effects of both.  
2 analysis marks were awarded for each restriction.  Note that immediately 
above the tariff diagram, the candidate writes that tariffs raise the price of 
exports, rather than imports.  As one country's exports are another country's 
imports, and the rest of the analysis is correct, the benefit of the doubt was 
applied here.

This response did not, however, earn the 2 available application marks, as 
there is no reference to the information provided.  This was the most common 
reason for able candidates not achieving full marks on this question.

Examiner Comments
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Question 4 (c)
This proved to be a challenging question for many candidates and as such was the most 
effective discriminator of A-grade candidates within question 4.  The vast majority of 
candidates were able to show some knowledge of the aim of the WTO, with weaker 
candidates simply identifying that it works for freer trade, and stronger candidates showing 
a more in-depth appreciation of the range of the organisation's aims. 

In terms of the KAA (knowledge, application and analysis) marks, a basic understanding 
that the WTO aims for global free trade, while regional trade blocs only achieve free trade 
on a far more limited, regional basis tended to be a Level 1 response.  Candidates who 
were able to explain this in more detail, either by referring to the data and/or their own 
knowledge so that they could apply their response to real world trade blocs and events, or 
by explaining additional aims of the WTO (for example, solving trade disputes, or helping to 
integrate developing countries into world trade - the Doha Development Agenda), were able 
to access Level 2 marks.  Candidates who could do both of these things tended to receive 
Level 3 scores.

Most candidates were able to at least begin to evaluate their responses, mainly by 
considering the view presented in the Extract that regional trade blocs are stepping stones 
towards greater trade liberalisation, and that as such both trade blocs and the WTO do 
achieve some reduction in trade restrictions.

Many weaker candidates who obviously found this a difficult question to answer drifted away 
from its focus and instead wrote about the likely benefits and costs to member and non-
member countries of regional trade blocs in general or the TPP in particular.  This was really 
the response we were looking for to question 4(d), and so tended to receive very limited 
marks in the question.
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This response received a Level 2 mark for KAA (4 marks) and a Level 2 score for 
evaluation (4 marks), making a total of 8/12. The candidate begins by stating the aims 
of the WTO and then in the second paragraph explains the basic conflict between regional 
trading blocs and the WTO, (regional versus global free trade) well.  The candidate 
integrates application to the Extract into their own knowledge and analysis.

In the third paragraph, the conflict being identified is unclear; while it is, of course, true 
that the WTO aims to solve trade disputes, it is not made clear why regional trading blocs 
would create or escalate disputes.  There is therefore enough here for a low Level 2 KAA 
score.

In evaluation, this candidate gives two, well-developed points, earning the maximum 
available marks for evaluation.

Examiner Comments

Note that in the 12 mark question, there are 8 marks available for KAA and only 4 for 
evaluation.  This balance should be reflected in candidates’ responses, with around two-
thirds of the response focusing on KAA and one-third on evaluation.  In this example the 
balance is much closer to half and half.

Examiner Tip
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Question 4c_4809941_0391_104533672_019.png
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The first paragraph explains the basic conflict between the WTO and regional trading 
blocs and makes reference to the Extract.  There is enough here for a low Level 2 score 
for KAA (4 marks). It is not clear, however, how the second paragraph is answering the 
question.  While the content of the paragraph is mostly correct and is referring to the 
Extract, it is not explaining or evaluating the conflicts between the WTO and trade blocs.  
No further marks can be awarded for this paragraph. 

The very short, third paragraph shows that the candidate understands the need to 
evaluate their response to this question, but unfortunately they are unable to do so.  
This sentence does not really make sense, so no evaluation marks can be awarded (0 
marks). This response earned 4/12 marks.

Examiner Comments
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Question 4 (d)
This appeared to be a relatively straight-forward question to answer as there was much 
relevant information given in the Extract. However, this was also an obstacle to weaker 
candidates who tended to copy out large chunks of text from Extract 1, in effect presenting 
these as their answer, rather than using the Extract to support their own arguments and 
integrating quotations into their written analysis.  Although this is a data response question, 
and the answers to questions can often be found in the information provided, candidates 
must be aware that application is only one of the four assessment objectives, and so 
reference to the data must be combined with their own knowledge, analysis and evaluation 
if they are to access the higher marks.  Stronger candidates were able to skilfully integrate 
economic analysis of likely costs and benefits with evidence from the Extract, using the 
data to give examples of specific countries who might experience each cost or benefit, or 
otherwise support their argument.

Candidates found this a relatively challenging question in which to evaluate their responses.  
Weaker evaluative comments focused solely on the likely costs to non-member countries 
which was not really answering the question: the response required mention of costs 
to member countries, or an assessment of the significance of the benefits to member 
countries.  Candidates should also note that half of the available marks for the 16 mark 
question are awarded for evaluation, so we are looking for clear, in-depth chains of 
reasoning in explanation of evaluative comments, rather than just the identification of a 
number of different evaluative points.
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This is a good response to the question which earned 11/16 marks.  The KAA content of the 
answer is particularly strong, and scored a Level 3 mark (7 marks), while the evaluative 
content was a little weaker and scored a Level 2 mark (4 marks).

The first three paragraphs analyse a range of different benefits which member countries 
might expect when they join the TPP.  Although there is no reference to context in the first 
paragraph, there is in the second and third paragraphs.  The candidate builds up chains of 
economic reasoning within each paragraph.  This combination of clear understanding and 
explanation with good reference to context means a Level 3 mark has been awarded.

In the fourth paragraph, the candidate attempts to evaluate the response.  This is a fairly 
weak point, partly because as an FTA the TPP will not extend to the free movement of 
labour between member countries, but also because the costs of a potential 'brain drain' 
are not really expanded upon.

The first half of the fifth paragraph is a little confused.  We can assume that the candidate 
meant to write 'developing' rather than 'developed' as the second word of the paragraph, 
but still the implications of consumers substituting imported goods and services for 
domestically produced produce are not really explained.  The second half of the paragraph 
is good though and nicely draws on Unit 3 knowledge to explain the possible monopolisation 
of markets by international MNCs. 

Examiner Comments

To achieve a Level 3 mark for KAA, candidates should demonstrate 'appropriate 
reference to context throughout'.  Candidates should relate each point that they make 
to the context of the question, either through using the data provided or their own 
knowledge.

Examiner Tip
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This response earned 9/16 marks: this was comprised of a Level 2 score for KAA (6 marks) 
and a Level 1 score for evaluation (3 marks).

The first three paragraphs of this response identify and explain some of the likely benefits to 
a country of joining the TPP.  However, beyond writing 'TPP' there is no reference to context 
in any of these paragraphs.  The depth of analysis could also be slightly improved upon, 
particularly in the third paragraph where the candidate only links together two sentences/
stages of economic reasoning.

In the fourth paragraph, the candidate does relate the point made to two of the specific 
countries joining the TPP; Vietnam and Hong Kong, and uses this to evidence the point.

The candidate then moves on to evaluate the response, and a range of evaluative points 
are identified but not really explained or developed.  If you compare the layout of the first 
and second pages of the answer, the length of paragraphs provide a very quick, visual 
comparison of the depth of analysis contained within the two sides of the argument, with 
the evaluative paragraphs containing one or two sentences only.  This limits the candidate 
to a Level 1 mark for evaluation.

Examiner Comments



42 IAL Economics WEC04 01

Question 5 (a)
Candidates found this a relatively challenging question to answer and the mean mark for 
this question was significantly lower than for question 4(a).  The main issue was gaining the 
two available knowledge marks, as most candidates were able to pick examples of current 
and capital government expenditure out of the Extract.  There was generally a confusion 
between knowledge and application, with many candidates attempting to define current 
and capital government expenditure by giving examples of them, and then repeating this in 
application.  For example, a good proportion of candidates wrote that government capital 
spending was spending on 'things like infrastructure', which earned them an application 
mark, rather than a knowledge mark, or similarly that government current spending 
was spending on 'things such as benefits'.  Examples can certainly add to definitions and 
understanding and are a good thing to include, but only as supplementary to the general 
definition, not instead of it. 

A small number of weaker candidates were confused between current and capital 
government spending and the current and capital accounts of the balance of payments.

This is an example of a typical response to this question which 
earned 2/4 marks.  Here the candidate gains both application 
marks, but neither of the knowledge marks.  The candidate 
attempts to define current and capital government expenditure 
by giving examples of them, rather than explaining what they 
are more generally.

Examiner Comments
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This response earned 3/4 marks.  

The candidate scored 1 knowledge mark for the definition/
understanding of government capital expenditure as being 
'spending which lasts, like investment', but did not earn 
a knowledge mark for the definition/understanding of 
government current expenditure as the response only gave 
examples of this.

The candidate did receive both application marks though for 
giving examples of each type of expenditure from the Extract.

Examiner Comments
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Question 5 (b)
This proved to be a more challenging question than might have been expected given the 
good number of possible causes of the slightly slower than expected economic growth given 
in the Extract.  Weaker candidates were sometimes unable to identify possible causes, and 
when they were, they struggled to produce reasoned economic analysis to explain them.  
In particular, the fact that the ‘cedi’ had weakened tended to confuse weaker candidates 
who expected this to cause stronger growth due to it making Ghana's exports more 
internationally price competitive and imports relatively more expensive, (a valid evaluative 
point, if presented as such by candidates).  Only more able candidates were able to link 
this depreciation to more expensive production costs and/or lower export revenues if Ghana 
specialises in goods with price inelastic demand, (the Marshall-Lerner condition and the 
'J-curve' effect could have been brought in here).

Very few candidates showed any explicit appreciation that Ghana's economic growth had 
still been strongly positive: it was a fall in ‘growth’ that they were asked to explain, not a fall 
in GDP.  Many candidates focused their answers on explaining why Ghana's (total) aggregate 
demand or (total) aggregate supply had fallen, rather than reasons why their expansion 
had slowed, or why individual components of aggregate demand might have fallen.  This 
nuance was not required, but proved an effective way of A grade candidates differentiating 
themselves.

Evaluation also proved difficult for many candidates here.
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This response earned 9/12 marks: comprised of a Level 3 score for KAA (7 
marks) and a Level 1 score for evaluation (2 marks).

In the first paragraph, the candidate identifies one possible cause: the high 
rate of inflation.  The response then explains that this might damage the 
international price competitiveness of Ghana's goods, but does not link this 
to the lower than originally forecast economic growth.  The remainder of 
this paragraph is rather confused, as the candidate incorrectly writes that 
imported goods would become less affordable.

However, the second, third and fifth paragraphs contain additional possible 
causes which are explained in more detail and applied to context.  Taken 
together, these are sufficient for a Level 3 score for KAA.

There is only one evaluative point, which is in the fourth paragraph.  This is 
a correct point which is supported by some economic reasoning, but as there 
is only one evaluative comment the candidate is limited to a maximum of 
2/4 marks for evaluation.

Examiner Comments
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This is an example of a response which is really explaining why Ghana may 
have had negative economic growth, as opposed to growth of 7% rather than 
the 8% originally forecast.

The candidate assumes that total aggregate demand has fallen, rather than 
individual components of aggregate demand falling, or not rising as quickly as 
had been expected.

Several possible causes of the slower than expected growth are identified 
- contractionary fiscal policy and low consumer confidence - but the 
explanations of these are really limited to the candidate identifying government 
spending and consumption as components of aggregate demand.  The 
disincentive effect of higher income tax rates is not explained in relation to its 
possible effect on economic growth. This limits the candidate to a Level 1 score 
for KAA and was awarded 3 marks.

There is no attempt at evaluation, and therefore a Level 0 score of 0 marks was 
given for evaluation, making a total score of 3/12.

Examiner Comments
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Question 5 (c)
This was a relatively straightforward question which candidates could interpret narrowly, 
and write about how a cut in subsidies might improve Ghana's fiscal position, or more 
broadly, and analyse the likely effects of the cut in subsidies on the country's economy more 
generally.  There were many opportunities for data reference and so most candidates were 
able to pick up the application marks and the identification marks.  Stronger candidates 
were able to also gain some or all of the available analysis marks.

When considering the likely effects of the cut in subsidies, either positive effects (free 
market arguments) or negative effects (interventionist arguments) were rewarded, that is 
candidates could assume that the cut would improve competitiveness and efficiency in the 
fuel and utility industries and explain the positive effects of this, or they could assume that 
the price of fuel and utilities would rise fully by the amount of the subsidy cut and consider 
the possible effects of this on consumers, firms and the government.

It was pleasing to see a good number of candidates considering the possible effects of the 
cut in subsidies on both the supply and demand sides of the economy.
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This response scored 4/8 marks.

This response identifies two likely impacts of the cuts in subsidies: an 
improvement in the fiscal deficit and a fall in consumer welfare (1+1).  
The second of these is explained through the effect of the cuts on 
production costs and hence prices.  This linked explanation earned 2 
analysis marks.

Note that the third paragraph is evaluative, which is not required in 
an 'analyse' question.  There is no data reference, meaning that this 
response does not earn the 2 available application marks.

Examiner Comments



50 IAL Economics WEC04 01



IAL Economics WEC04 01 51

This response begins with an attempt at data reference, however this 
does nothing more than repeat the question and mention tax increases 
which are irrelevant here.  This means that the 2 available application 
marks were not awarded.

From this, however, the candidate does go on to identify and analyse two 
likely impacts of the subsidy cuts in a very good level of detail, building 
chains of economic reasoning.  In the second paragraph, the likely effect 
on unemployment and hence income levels and consumption is explained 
(1 identification mark + 3 analysis marks), while in the third paragraph 
the impact on firm investment is considered (1 identification mark + 1 
analysis mark).  These two effects are then brought together. Therefore 
this response scored 6/8 marks.

Examiner Comments
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Question 5 (d)
This question worked well as a discriminator at all grades.  Weaker candidates tended not 
to grasp the fact that the question was about ‘national debt’, rather than the ‘fiscal deficit’, 
and focused their responses solely on the need for the government to reduce government 
spending and raise taxes, and the possible effects that this might have on the economy.  
This tended to limit them to Level 1 or low Level 2 marks for KAA. 

Stronger candidates wrote explicitly about national debt, and were able to consider more 
complex ideas from Unit 4 of the specification, such as the possible implications for crowding 
out, intergenerational equity, Ghana's credit rating and the impact on its attractiveness to 
inward FDI, for example. 

Some very strong responses were able to show wider knowledge of contemporary economic 
events by suggesting that in the context of the current European sovereign debt crisis, a 
national debt equivalent to 50% of GDP would not be considered high, or, perhaps more 
relevantly, in the context of other Sub-Saharan African countries, would be unlikely to meet 
the requirements for the HIPC initiative and therefore may be relatively of less significance.  
More generally, weaker candidates found this a very difficult question to effectively evaluate 
their responses, while stronger candidates were able to differentiate themselves through 
showing this skill.
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This response scored 10/16 marks in total, comprised of 
a Level 3 score for KAA (7 marks) and a Level 1 score for 
evaluation (3 marks).

The candidate identifies and analyses a range of points 
including the likely implications for fiscal policy, and 
the effects on FDI and crowding out.  There is some 
repetition of points, as the candidate comes back to 
the need for fiscal austerity to service the debt in three 
separate paragraphs.  That said, there is a range of points 
considered and explained, with appropriate reference to 
context, making this response worthy of a Level 3 mark.

The evaluative content in this response is less strong.  
Points are identified but supported by very little, if any, 
economic reasoning.  For example, the points at the 
top of the second and third pages are only identified.  
Additionally, the penultimate paragraph on the second 
page contains a confusion between national debt and fiscal 
deficit. 

Examiner Comments
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This response was awarded 5/16 marks, comprised of a Level 2 score for KAA 
(5 marks) and a Level 0 score for evaluation (0 marks).

The candidate identifies and analyses two good points as to the likely 
significance of Ghana's national debt, but in the second and third paragraphs 
there is no reference to context beyond the candidate writing 'Ghana'.  For 
a Level 3 score for KAA there needs to be appropriate reference to context 
throughout the response.

There is no evaluation in this response so no marks can be awarded for 
evaluation.  As the crossed out work on the second page was not replaced it 
was marked, but was not sufficient to earn any evaluation marks.

Examiner Comments
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Paper Summary
Based on their performance on this paper, candidates are offered the following advice:

•	 Candidates must read the questions carefully.  In a number of different questions on this 
paper, misreading or misinterpreting the question was the biggest reason for low scores.  
Candidates should pay particular attention to key terms in questions, and to the use of 
bold font which is provided to help them to interpret questions correctly.

•	 In response to the 4 mark questions in Section B, candidates must be aware of the 
difference between a definition (knowledge) and an example (application).  This was an 
issue particularly in question 5(a) on this paper, where candidates provided examples of 
government current and capital expenditure instead of defining these terms.

•	 Whilst it is very positive that candidates are reading the data provided in Section B 
carefully and attempting to use it in their responses, they should be discouraged from 
copying out large chunks of the data, or writing answers which predominantly contain 
quotations from the Extracts.  Candidates should remember that application is only 
one of the four assessment objectives.  Where an Extract contains a large amount of 
relevant content, candidates may need to be selective when deciding which parts to 
incorporate into their responses.  In the higher mark questions in particular, the data 
should be used more to support a candidate's own knowledge, analysis and evaluation, 
not in place of it.  Data is likely to be useful to provide evidence for a point already 
made, or to give examples of it.  Where points themselves are taken from the data, 
candidates must provide their own economic analysis of them.

•	 In the 16 mark questions in Section B, candidates should remember that half of the 
available 16 marks are awarded for evaluation.  Currently many candidates are not 
placing enough weight upon this assessment objective in their responses.  Additionally, 
to receive higher marks for evaluation, the key is the extent to which points are 
developed - the chains of economic reasoning which are built - rather than the number 
of points which are identified. 
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Grade Boundaries
Grade boundaries for this, and all other papers, can be found on the website on this link:

http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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