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Use the question-specific markscheme together with the markbands. Award up to the maximum
marks as indicated.

1. ()

Explain two non-price determinants that could decrease the market demand
for a good. [10]

Answers may include:

e Terminology: demand, market demand.

¢ Explanation: of any two of the following: changes in income; changes in tastes and
preferences; changes in future price expectations; changes in the price of related
goods or a change in the number of consumers.

¢ Diagram: to show a shift in demand to the left.

A maximum of [6] should be awarded if only one non-price determinant is addressed.

Assessment Criteria

Part (a) 10 marks

Marks

Level descriptor

0

o The work does not reach a standard described by the descriptors below.

1-2

o The response indicates little understanding of the specific demands of the question.
o Economic theory is stated but it is not relevant.
o Economic terms are stated but they are not relevant.

3-4

¢ The response indicates some understanding of the specific demands of the question.
¢ Relevant economic theory is described.
e Some relevant economic terms are included.

5-6

e The response indicates understanding of the specific demands of the question,
but these demands are only partially addressed.

¢ Relevant economic theory is partly explained.

e Some relevant economic terms are used appropriately.

Where appropriate, relevant diagram(s) are included.

7-8

The specific demands of the question are understood and addressed.
Relevant economic theory is explained.

Relevant economic terms are used mostly appropriately.

Where appropriate, relevant diagram(s) are included and explained.

9-10

The specific demands of the question are understood and addressed.
Relevant economic theory is fully explained.

Relevant economic terms are used appropriately throughout the response.
Where appropriate, relevant diagram(s) are included and fully explained.
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(b)  Using real-world examples, evaluate the use of indirect taxes to decrease the
consumption of demerit goods. [15]

Answers may include:

o Terminology: indirect taxation, demerit good.

¢ Explanation: of the overconsumption by the market of demerit goods, of negative
consumption externalities, of the impact of taxation in terms of reducing supply,
increasing price, decreasing the quantity demanded.

e Diagram: demand and supply diagram showing the impact of indirect taxes, or use of
an MSC/MSB diagram.

e Synthesis (evaluate): the consequences for different stakeholders, importance of PED,
regressive nature of indirect taxes, impact on resource allocation, challenges involved
in measurement of externality, impact on inflation.

e Examples: real-world examples where governments have imposed taxes to decrease
consumption of demerit goods.

N.B. It should be noted that terminology, theory, diagrams and examples that have already
been given in part (a), and then referred to in part (b), should be rewarded.

Examiners should be aware that candidates may take a different approach which, if
appropriate, should be rewarded.
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Assessment Criteria

Part (b) 15 marks

Marks Level descriptor
0 e The work does not reach a standard described by the descriptors below.
1-3 ¢ The response indicates little understanding of the specific demands of the question.
¢ Economic theory is stated but it is not relevant.
e Economic terms are stated but they are not relevant.
¢ The response contains no evidence of synthesis or evaluation.
o A real-world example(s) is identified but it is irrelevant.
4-6 ¢ The response indicates some understanding of the specific demands of the question.
¢ Relevant economic theory is described.
e Some relevant economic terms are included.
¢ The response contains evidence of superficial synthesis or evaluation.
o A relevant real-world example(s) is identified.
7-9 e The response indicates understanding of the specific demands of the question,
but these demands are only partially addressed.
¢ Relevant economic theory is partly explained.
e Some relevant economic terms are used appropriately.
o Where appropriate, relevant diagram(s) are included.
¢ The response contains evidence of appropriate synthesis or evaluation but lacks balance.
e A relevant real-world example(s) is identified and partly developed in the context of the
question.
10-12 | ¢ The specific demands of the question are understood and addressed.
¢ Relevant economic theory is explained.
¢ Relevant economic terms are used mostly appropriately.
o Where appropriate, relevant diagram(s) are included and explained.
¢ The response contains evidence of appropriate synthesis or evaluation that is mostly
balanced.
o Arelevant real-world example(s) is identified and developed in the context of the question.
13-15 | ¢ The specific demands of the question are understood and addressed.
e Relevant economic theory is fully explained.
o Relevant economic terms are used appropriately throughout the response.
o Where appropriate, relevant diagram(s) are included and fully explained.
o The response contains evidence of effective and balanced synthesis or evaluation.
o Arelevant real-world example(s) is identified and fully developed to support the argument.
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2. (a) Explain two determinants of investment that may cause it to decrease. [10]

Answers may include:

e Terminology: investment.

e Explanation: of any two of the following determinants: change in business confidence;
change in interest rates; changes in technology; change in business taxes; change in the
level of corporate indebtedness.

e Diagram: AD/AS diagram to show AD shifting to the left, investment/interest rate diagram.

A maximum of [6] should be awarded if only one determinant is addressed.

Assessment Criteria

Part (a) 10 marks

Marks Level descriptor

0 e The work does not reach a standard described by the descriptors below.

1-2 o The response indicates little understanding of the specific demands of the question.
o Economic theory is stated but it is not relevant.
o Economic terms are stated but they are not relevant.

3-4 ¢ The response indicates some understanding of the specific demands of the question.
¢ Relevant economic theory is described.
¢ Some relevant economic terms are included.

5-6 ¢ The response indicates understanding of the specific demands of the question, but these
demands are only partially addressed.

¢ Relevant economic theory is partly explained.

e Some relevant economic terms are used appropriately.

Where appropriate, relevant diagram(s) are included.

The specific demands of the question are understood and addressed.
Relevant economic theory is explained.

Relevant economic terms are used mostly appropriately.

Where appropriate, relevant diagram(s) are included and explained.

9-10 The specific demands of the question are understood and addressed.
Relevant economic theory is fully explained.
Relevant economic terms are used appropriately throughout the response.

Where appropriate, relevant diagram(s) are included and fully explained.
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Using real-world examples, evaluate the effectiveness of monetary policy in
reducing unemployment. [15]

Answers may include:

Terminology: monetary policy, unemployment.

Explanation: of how expansionary monetary policy will increase AD, real output, and
the demand for labour.

Diagram: AD/AS diagram to illustrate expansionary monetary policy, labour market
diagram showing the increase in demand for labour.

Synthesis (evaluate): effectiveness depends on the shape of the aggregate supply
curve and where the economy is operating; potential strengths of monetary policy
such as interest rate changes can be incremental and reversible, relatively short time
lags and no burden on government budget; potential constraints on monetary policy
such as limited scope of reducing interest rates when close to zero, low consumer and
business confidence; not as effective at reducing natural rate of unemployment;
possible conflicts with other macroeconomic goals; fiscal and/or supply-side policies
might be considered as alternatives, but the emphasis of the response should be on
monetary policy.

Examples: real-world examples of where governments have attempted to reduce
unemployment using monetary policy.

N.B. It should be noted that terminology, theory, diagrams and examples that have already
been given in part (a), and then referred to in part (b), should be rewarded.

Examiners should be aware that candidates may take a different approach which, if
appropriate, should be rewarded.
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Assessment Criteria

Part (b) 15 marks

Marks Level descriptor
0 e The work does not reach a standard described by the descriptors below.
1-3 ¢ The response indicates little understanding of the specific demands of the question.
¢ Economic theory is stated but it is not relevant.
e Economic terms are stated but they are not relevant.
¢ The response contains no evidence of synthesis or evaluation.
o A real-world example(s) is identified but it is irrelevant.
4-6 ¢ The response indicates some understanding of the specific demands of the question.
¢ Relevant economic theory is described.
e Some relevant economic terms are included.
¢ The response contains evidence of superficial synthesis or evaluation.
o A relevant real-world example(s) is identified.
7-9 e The response indicates understanding of the specific demands of the question,
but these demands are only partially addressed.
¢ Relevant economic theory is partly explained.
e Some relevant economic terms are used appropriately.
o Where appropriate, relevant diagram(s) are included.
¢ The response contains evidence of appropriate synthesis or evaluation but lacks balance.
e A relevant real-world example(s) is identified and partly developed in the context of
the question.
10-12 | ¢ The specific demands of the question are understood and addressed.
¢ Relevant economic theory is explained.
¢ Relevant economic terms are used mostly appropriately.
o Where appropriate, relevant diagram(s) are included and explained.
e The response contains evidence of appropriate synthesis or evaluation that is
mostly balanced.
o Arelevant real-world example(s) is identified and developed in the context of the question.
13-15 | ¢ The specific demands of the question are understood and addressed.
e Relevant economic theory is fully explained.
o Relevant economic terms are used appropriately throughout the response.
o Where appropriate, relevant diagram(s) are included and fully explained.
o The response contains evidence of effective and balanced synthesis or evaluation.
o Arelevant real-world example(s) is identified and fully developed to support the argument.
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3. (a) Explain two possible advantages of trade protection. [10]

Answers may include:

e Terminology: trade protection.

e Explanation: of any two of the following advantages: protection of infant (sunrise)
industries; national security; health and safety; environmental standards; anti-dumping;
unfair competition; balance of payments correction; government revenue; protection of
jobs; ELDC diversification.

e Diagram: international trade diagram (tariff, quota, subsidy) to explain advantages of
trade protection.

A maximum of [6] should be awarded if only one advantage is addressed.

Assessment Criteria

Part (a) 10 marks

Marks Level descriptor

0 o The work does not reach a standard described by the descriptors below.

1-2 o The response indicates little understanding of the specific demands of the question.
o Economic theory is stated but it is not relevant.
o Economic terms are stated but they are not relevant.

3-4 ¢ The response indicates some understanding of the specific demands of the question.
¢ Relevant economic theory is described.
e Some relevant economic terms are included.

5-6 e The response indicates understanding of the specific demands of the question,
but these demands are only partially addressed.

¢ Relevant economic theory is partly explained.

e Some relevant economic terms are used appropriately.

Where appropriate, relevant diagram(s) are included.

7-8 The specific demands of the question are understood and addressed.
Relevant economic theory is explained.
Relevant economic terms are used mostly appropriately.

Where appropriate, relevant diagram(s) are included and explained.

9-10 The specific demands of the question are understood and addressed.
Relevant economic theory is fully explained.
Relevant economic terms are used appropriately throughout the response.

Where appropriate, relevant diagram(s) are included and fully explained.
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Using real-world examples, discuss the advantages and disadvantages of a country
being a member of a trading bloc. [15]

Answers may include:

Terminology: trading bloc.

Explanation: of the impacts of a trading bloc on the economy in terms of employment,
economic growth, economies of scale.

Diagram: AD/AS or PPC diagram to illustrate growth. Trade diagram illustrating the
removal of restrictions to trade.

Synthesis (discuss): Advantages including greater access to markets, economies of
scale, freedom of movement of labour and greater employment opportunities, stability
and cooperation, increased economic growth, greater consumer choice, increased
competition, improved efficiency, lower prices. Disadvantages including impact on
sovereignty, the effect on multilateral trade negotiations (such as those of the WTO),
potential unemployment in less competitive member states.

Example: real-world example of a country or countries that have become members of a
trading bloc.

N.B. It should be noted that terminology, theory, diagrams and examples that have already
been given in part (a), and then referred to in part (b), should be rewarded.

Examiners should be aware that candidates may take a different approach which, if
appropriate, should be rewarded.
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Assessment Criteria

Part (b) 15 marks

Marks Level descriptor
0 e The work does not reach a standard described by the descriptors below.
1-3 ¢ The response indicates little understanding of the specific demands of the question.
¢ Economic theory is stated but it is not relevant.
¢ Economic terms are stated but they are not relevant.
e The response contains no evidence of synthesis or evaluation.
o A real-world example(s) is identified but it is irrelevant.
4-6 ¢ The response indicates some understanding of the specific demands of the question.
¢ Relevant economic theory is described.
¢ Some relevant economic terms are included.
¢ The response contains evidence of superficial synthesis or evaluation.
¢ A relevant real-world example(s) is identified.
7-9 e The response indicates understanding of the specific demands of the question,
but these demands are only partially addressed.
¢ Relevant economic theory is partly explained.
e Some relevant economic terms are used appropriately.
o Where appropriate, relevant diagram(s) are included.
¢ The response contains evidence of appropriate synthesis or evaluation but lacks balance.
e A relevant real-world example(s) is identified and partly developed in the context of
the question.
10-12 | ¢ The specific demands of the question are understood and addressed.
¢ Relevant economic theory is explained.
¢ Relevant economic terms are used mostly appropriately.
o Where appropriate, relevant diagram(s) are included and explained.
e The response contains evidence of appropriate synthesis or evaluation that is
mostly balanced.
o Arelevant real-world example(s) is identified and developed in the context of the question.
13—-15 | ¢ The specific demands of the question are understood and addressed.
e Relevant economic theory is fully explained.
¢ Relevant economic terms are used appropriately throughout the response.
o Where appropriate, relevant diagram(s) are included and fully explained.
¢ The response contains evidence of effective and balanced synthesis or evaluation.
o Arelevant real-world example(s) is identified and fully developed to support the argument.






