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

1. ()

Explain why a monopoly firm is able to make abnormal profits in the short run and in the
long run. [10]

Answers may include:

Terminology: abnormal profit, monopoly, short run, long run, barriers to entry.
Diagram: to show a monopoly firm making abnormal profits.

Theory: An explanation that a firm in a monopoly market structure is able to
make abnormal profits in the long run due to the existence of barriers to entry
that prevent new firms entering the market. Good candidates are likely to
provide detail with regard to different types of barriers.

Assessment Criteria

Part (a) 10 marks

Marks

Level descriptor

0

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

1-2

The response indicates little understanding of the specific demands of the question.

o Economic theory is stated but it is not relevant.

Economic terms are stated but they are not relevant.

3-4

The response indicates some understanding of the specific demands of the question.

o 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.

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.




(b)
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Using real-world examples, discuss whether firms with significant market power are
desirable.

Answers may include:

Terminology: monopoly, oligopoly, market power.

Diagram: Of imperfect competition to depict a firm with significant market power.
Candidates may also choose to use a diagram to compare monopoly with
perfect competition.

Theory: an explanation of the various advantages and disadvantages of
monopoly or oligopoly power. Candidates may use perfect competition as a
basis for comparison to identify points of argument relating to market power.
Synthesis (discuss): A discussion is likely to identify arguments in favour of
market power such as economies of scale and the case of a natural monopoly,
ability to invest abnormal profits in research, leading to new technologies and
improved product quality, etc. Arguments against monopoly such as abuse of
pricing power, reduced output and allocative inefficiency. State owned firms
versus non state-owned firms.

Example(s): of firms that have monopoly power, these could be oligopoly or
monopoly firms.

[15]
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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.
e Economic theory is stated but it is not relevant.
e Economic terms are stated but they are not relevant.
e The response contains no evidence of synthesis or evaluation.
e 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.
e 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.
e Where appropriate, relevant diagram(s) are included.
¢ The response contains evidence of appropriate synthesis or evaluation but lacks balance.
¢ 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.
e 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.
¢ Relevant economic theory is fully explained.
¢ Relevant economic terms are used appropriately throughout the response.
e 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.
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2. (a) Explain why a high inflation rate can have redistributive effects in the economy. [10]

Answers may include:

e Terminology: inflation, redistribution.

o Diagram: Candidates are likely to use an AD/AS diagram to illustrate inflation,
but a diagram is not necessary for this question.

e Theory: An explanation that inflation has a variety of redistributive impacts within
the economy, between lenders and borrowers, between rich and poor, between
workers with more bargaining power and those with less, and between those on
fixed incomes and those who are not on fixed incomes.

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 ¢ The response indicates little understanding of the specific demands of the question.
e 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.

o Relevant economic theory is partly explained.

¢ 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.
e 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, discuss the view that fiscal policy is the most effective
way of reducing the rate of inflation. [15]

Answers may include:

e Terminology: Fiscal policy, rate of inflation.

o Diagram: AD/AS diagram to illustrate the impact of contractionary fiscal policy, or
diagrams showing demand pull versus cost push inflation.

e Theory: An explanation of how fiscal policy reduces aggregate demand and
reduces inflation.

e Synthesis (evaluate): An evaluation of the arguments around the use of fiscal
policy such as, fiscal policy targets AD directly and automatic stabilisers and
multiplier effects allow immediate impacts on rising inflation. However fiscal
policy is subject to government decision making and may be subject to time
lags. Other policies may be more effective such as monetary policy which is
flexible and quickly changeable. Central banks are often independent and can
act without government interference. Monetary policy faces shorter time lags
than fiscal policy. The difficulties surrounding the use of fiscal policy and
demand side policies generally to deal with cost push inflation, which while
lowering inflation also further lowers real GDP. The possible need for supply
side policies to deal with cost push inflation.

o Example(s): Of the use of macroeconomic policy to counter inflation.

NB As the question requires an evaluation of “the most effective way”, a maximum of [12]
should be awarded where no other policies are considered, as the question would not be fully
addressed. For [13] or more, the synthesis and evaluation must be effective and balanced and
there must at least be some mention of alternative policies.



-8- 8825 —-5202M

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.
e Economic theory is stated but it is not relevant.
e Economic terms are stated but they are not relevant.
e The response contains no evidence of synthesis or evaluation.
e 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.
e 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.
e Where appropriate, relevant diagram(s) are included.
¢ The response contains evidence of appropriate synthesis or evaluation but lacks balance.
¢ 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.
e 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.
¢ Relevant economic theory is fully explained.
¢ Relevant economic terms are used appropriately throughout the response.
e 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.




3. (a)
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Explain why a dependence on primary sector production is often considered a barrier to
economic growth and economic development.

Answers may include:

e Terminology: primary sector, economic growth, economic development.

e Diagram: Supply and demand diagram to show a primary product market. A
demand and supply diagram to illustrate price volatility.

e Theory: An explanation that a dependence on primary products is often
regarded as a barrier to economic growth and development because of the
tendency of primary products to experience price volatility causing significant
changes to producer incomes, employment, and export earnings. They are
considered to be inelastic in both supply and demand.

Maximum of [6] if only growth or development is addressed.

Assessment Criteria

Part (a) 10 marks

[10]

Marks

Level descriptor

0

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

1-2

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

3-4

¢ Relevant economic theory is described.
e Some relevant economic terms are included.

¢ The response indicates some understanding of the specific demands of the question.

but these demands are only partially addressed.
o Relevant economic theory is partly explained.
e Some relevant economic terms are used appropriately.
Where appropriate, relevant diagram(s) are included.

e The response indicates understanding of the specific demands of the question,

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, discuss the view that trade protection is a more effective policy
than free trade to promote employment and economic growth. [15]

Answers may include:

e Terminology: trade protection, employment, economic growth, free trade

o Diagram: To show trade protection impacts.

e Theory: An explanation of the benefits of trade controls with regard to promoting
economic growth and maintaining low unemployment. An explanation of why
free trade is claimed to generate employment and economic growth.

e Synthesis (evaluate): An evaluation of the advantages and disadvantages of
trade controls as a means to promote employment and also economic growth.
Such as to ensure self-sufficiency, protect employment from foreign competition,
correct a trade deficit and therefore protect employment and infant industries,
and protect against unfair trade. On the other hand free trade is argued to
provide benefits for employment and economic growth through comparative
advantage, increasing employment and output. It improves the allocation of
resources and stimulates faster economic growth.

o Example(s): of where a country has adopted trade controls to improve growth
and employment and/or, where a country has sought to maintain free trade to
achieve growth and employment.

NB As the question requires an evaluation of trade policy impacts on employment and economic
growth, a maximum of [12] should be awarded where candidates do not make reference to both, as
the question would not be fully addressed. For [13] or more, the synthesis and evaluation must be
effective and balanced and there must at least be some mention of both objectives.
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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.
e Economic theory is stated but it is not relevant.
e Economic terms are stated but they are not relevant.
e The response contains no evidence of synthesis or evaluation.
e 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.
e 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.
e Where appropriate, relevant diagram(s) are included.
¢ The response contains evidence of appropriate synthesis or evaluation but lacks balance.
¢ 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.
e 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.
¢ Relevant economic theory is fully explained.
¢ Relevant economic terms are used appropriately throughout the response.
e 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.






