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Gen er al  Mar k in g  Gu id an ce  

 

 

• All candidates must  receive the same t reatment .  

Exam iners must  mark the first  candidate in exact ly the 

same way as they mark the last .  

• Mark schemes should be applied posit ively. Candidates 

must  be rewarded for what  they have shown they can do 

rather than penalised for om issions.  

• Exam iners should mark according to the m ark scheme not  

according to their percept ion of where the grade 

boundaries may lie.  

• There is no ceiling on achievement . All marks on the mark 

scheme should be used appropr iately.  

• All the marks on the mark scheme are designed to be 

awarded. Exam iners should always award full marks if 

deserved, i.e. if the answer matches the mark scheme.  

Exam iners should also be prepared to award zero marks if 

the candidate’s response is not  worthy of credit  according 

to the mark scheme. 

• Where some judgement  is required, mark schemes will 

provide the pr inciples by which marks will be awarded and 

exemplif icat ion may be lim ited. 

• When examiners are in doubt  regarding the applicat ion of 

the mark scheme to a candidate’s response, the team 

leader must  be consulted. 

• Crossed out  work should be marked UNLESS the candidate 

has replaced it  with an alternat ive response. 
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Sect ion  A:  Su p p or t ed  m u l t ip le ch o ice  

 

NB:  Candidates may achieve up to 3 explanat ion marks even if the incorrect  

opt ion is selected. 

 

NB:  Candidates may achieve up to 3 marks for explaining three incorrect  

opt ions (provided three different  reasons are offered and each opt ion key is 

clear ly rejected) . 

 

 

Qu est ion  

Nu m b er  

  Mar k  

1  2  Kn ow led g e,  2  Ap p l icat ion  

 

An sw er  C 

• Dist inguish GNP from GDP ( 1 )  accep t  an  

ex am p le f o r  a m ar k  

• Define factors of product ion ( land, labour, 

capital and enterpr ise)  ( 1 )  

• Applicat ion for explaining (with example)  what  

is meant  by “Malaysian owned factors of 

product ion”  ( 1 )  

• An y  accu r at e calcu lat ion  o f  ch an g e in  GNP 

as MYR o r  %  ( 1 )  

Rej ect ion   m ar k s:  

• A incorrect  because profit  is total revenue 

m inus total costs in a given t ime per iod ( 1 )  

• B incorrect  as this is most  commonly 

understood as GDP ( 1 )  

• D incorrect  as this is the Balance of Trade ( 1 )  

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

    

( 4 )  
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Qu est ion  

Nu m b er  

 Mar k  

2  2  Kn ow led g e,  1  Ap p l icat ion ,  1  An aly sis 

 

An sw er :  A 

• Definit ion of GDP g r o w t h  ( 1 )  accept :  

• increase in the real level of nat ional output  

measured by the annual percentage change 

in real GDP OR a long- term  expansion of the 

product ive potent ial of the economy. 

• GDP defined as C +  I  +  G +  (x  – M)  ( 1 )  

• Applicat ion:  net  exports included in 

calculat ion (x  -  M)  therefore decreasing 

exports reduce Brazilian GDP ceteris par ibus 

( 1 )  

• Link to inject ions into circular  f low ( 1 )  

• Correct  diagram  showing left  shift  in AD ( 1 )  

( n o  m ar k s f o r  in cor r ect  d iag r am )  

Rej ect ion  m ar k s:  

• B increased consumer spending more likely 

to increase GDP ( 1 )  

• C increased governm ent  spending is an 

inject ion and thus likely to increase GDP ( 1 )  

• D decreased imports means withdrawals are 

reduced and more likely to increase GDP 

( 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  
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Qu est ion  

Nu m b er  

 Mar k  

3  2  Kn ow led g e,  1  Ap p l icat ion ,  1  An aly sis 

 

An sw er :  B 

• I dent if icat ion of deflat ion from stem ( 1 )  

• Definit ion of deflat ion:   sustained fall in 

general pr ice level ( 1 )   

• OR 

• Definit ion of CPI :  weighted pr ice index, 

which measures the change in the pr ices 

of different  goods and services (1)   

• NB m u st  b e m or e t h an  sim p ly  

“ m easu r e o f  in f la t ion ”  h as t o  b e 

r ef er en ce t o  in d ex  o r  w eig h t ed  in d ex  

o r  m on t h ly  ch an g e in  p r ices  

• Applicat ion:  a fall in food prices is likely 

to cause deflat ion if food is included in 

the weighted measure ( 1 )  

• August  harvest  likely to be t ime of 

increased domest ic food product ion ( 1 )  

Rej ect ion  m ar k s:  

• A incorrect  because a depreciat ion in 

currency likely to increase inflat ion due to 

increased cost  of imports or increased 

demand for exports ( 1 )  

• C incorrect  because a reduct ion in direct  

taxat ion is more likely to increase the 

general pr ice level through increased 

AD( 1 )  

• D incorrect  because increasing 

consumpt ion more likely to increase AD 

and therefore increase inflat ion ( 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 ( 4 )  
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Qu est ion  

Nu m b er  

 Mar k  

4  1  Kn ow led g e,  2  Ap p l icat ion ,  1  An aly sis 

 

An sw er :  A 

• Definit ion of LRAS:  the LRAS curve is 

determ ined completely independent ly of 

demand ( 1 )   

• Posit ion depends upon the quant ity and 

product iv ity (qualit y)  of factors of 

product ion ( 1 )  

• Explanat ion:  compet it ion policy may 

promote efficiency as more firms compete 

for customers on price and quality, 

reducing costs and increasing product iv it y 

( 1 )  

• I d en t i f i cat ion  o f  p o l icies t o  p r om ot e 

com p et i t ion  as ex am p le o f  su p p ly  

s id e p o l icy  ( 1 )  

• Ex am p le o f  su p p ly  s id e p o l icy  EG. 

lab ou r  m ar k et  r ef o r m s ( f lex ib i l i t y ) , 

ed u cat ion , R& D, p r iv at isat ion  ( 1 )  

• Producing more output  from same 

quant ity of inputs ( 1 )  

• Suitable diagram which may be classical 

( inelast ic LRAS)  or Keynesian ( 1 )  

Rej ect ion  m ar k s:  

• B is incorrect  a fall in the quant ity of 

imports will not  shift  LRAS – although it  

may have an im pact  upon the price level 

(movement  along the LRAS)  as AD 

increases ( 1 )  

• C is incorrect  as a r ise in unemployment  

will not  shift  the LRAS as unemployed are 

st ill part icipat ing in the workforce they 

have not  withdrawn from it  ( 1 )  

• D is incorrect  as an increase in indirect  

taxat ion will not  shift  the LRAS although it  

may shift  the SRAS curve inwards due to 

higher costs for business ( 1 )  

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 ( 4 )  
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Qu est ion  

Nu m b er  

 Mar k  

5  

 

 

1  Kn ow led g e,  2  Ap p l icat ion ,  1  An aly sis 

 

An sw er :  A 

• Definit ion of depreciat ion:  a fall in the value 

of a currency in a float ing exchange rate ( 1 )  

• Explanat ion:  depreciat ion most  likely to 

decrease export  prices and increase import  

prices ( 1 )   

• Rise in demand for exports and fall in 

demand for imports increases AD and shift  

curve to the r ight  (outwards)  ( 1 )  

• Rising im port  pr ices likely to inject  ext ra 

costs for business ( raw materials and wages 

to keep up with cost  push inflat ion) . This 

may shift  SRAS curve to the left  ( inwards)  

( 1 )  

• New equilibr ium will therefore be shift  of AD 

curve to the r ight  and SRAS curve to the left  

( 1 )  

• Annotat ion of the diagram showing shift  of 

AD curve to the r ight  and SRAS curve to the 

left  ( 2 )  

Rej ect ion  m ar k s:  

• B AD curve unlikely to shift  left  ( inwards)  as 

lower exports pr ices and r ising demand for 

exports will shift  AD curve r ight  (outwards)  

and SRAS curve unlikely to shift   r ight  

(outwards)  as higher import  pr ices more 

likely to increase costs and shift  SRAS left  

( inwards)  ( 1 )  

• C very unlikely that  AD and SRAS would be 

unaffected by the depreciat ion as it  would 

impact  upon import  and export  pr ices ( 1 )  

• D unlikely as r ising demand for exports will 

increase AD not  reduce AD ( 1 )  

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   ( 4 )  
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Qu est ion  

Nu m b er  

 Mar k  

6  

 

 

1  Kn ow led g e,  2  Ap p l icat ion ,  1  An aly sis 

 

An sw er :  D 

• Definit ion of unemployment :  the number of 

people willing and able to work but  who are 

not  able to find suitable employment  ( 1 )  

• Applicat ion:  Rising unemployment  means 

lower taxable income ( 1 )  

• Lower spending, thus lower indirect  tax ( 1 )  

• Explanat ion/ analysis:  this means lower tax 

receipts which may increase the budget  

deficit  ceter is par ibus ( 1 )  

Rej ect ion  m ar k s:  

• A incorrect  because r ising unemployment  

may mean increasing supply of labour and 

downward pressure on wages, at  least  in the 

short - run ( 1 )  

• B is incorrect  because the Spanish currency 

is the Euro and its value does not  therefore 

depend upon the Spanish economy ( 1 )  

• C is incorrect  as high levels of 

unemployment  are likely to decrease AD 

( reducing inflat ion)  due to reduced 

disposable income and less consumer 

spending ( 1 )  

     

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 ( 4 )  
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Qu est ion  

Nu m b er  

 Mar k  

7  

 

 

1  Kn ow led g e,  2  Ap p l icat ion ,  1  An aly sis 

 

An sw er :  C 

• C is correct  because purchasing bank held 

assets increases the liquidity (cash reserves)  

of the banks ( 1 )  OR t r an sf er  o f  n ew  

m on ey  f r om  B o f  E t o  com m er cia l  b an k s 

( 1 )  

• increasing their ability to lend to businesses 

and indiv iduals, thereby increasing the 

money supply ( 1 )  

• ident if icat ion of policy as aspect  of monetary 

policy ( 1 )  

• likely impact  upon interest  rates – I E lower 

interest  rates ( 1 )  

• d iag r am  sh ow in g  in cr ease in  AD as 

ou t com e ( 1 )  

No m ar k s f o r  in accu r at e d iag r am  

Rej ect ion  m ar k s:  

• A is incorrect  because any increase in bank 

lending through newly created money 

( “money print ing” )  m ay increase the money 

supply and increase AD, increasing inflat ion 

( 1 )  

• B is incorrect  because an increase in the 

supply of pounds is m ore likely to depreciate 

the value of the currency in a free float ing 

exchange rate system ( 1 )  

• D is incorrect  because although the aim  was 

to increase liquidit y in credit  markets, one of 

the consequences may have been to keep 

business running, maintaining output  

through the credit  crunch ( 1 )  

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   ( 4 )  
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Qu est ion  

Nu m b er  

 Mar k  

8  

 

 

1  Kn ow led g e,  1  Ap p l icat ion ,  2  An aly sis 

 

An sw er :  B 

• Definit ion of HDI :  a composite stat ist ic of life 

expectancy, educat ion, and income indices 

( 1 )  

• used to rank count r ies into four t iers of 

human development  ( 1 )  the higher the 

ranking the higher the level of development  

( 1 )  

• Applicat ion:  HDI  measures more than GNI  

per capita ( 1 )  

• I r e lan d  h as h ig h er  HDI  t h an  Sw ed en  

( 1 )  

• GNI  per capita does not  tell us about  qualit y 

of life and/ or wealth dist r ibut ion of a count ry 

( 1 )  

• I n this case I reland’s higher HDI  index and 

17%  lower GNI  per capita would suggest  

that  I reland must  have higher standards of 

educat ion and/ or health than Sweden ( 1 )  

Rej ect ion  m ar k s:  

• A incorrect  because the HDI  index for 

I reland is 0.916 (closer to 1.0)  and Sweden 

0.913. I reland thus has higher human 

development  on this measure as it  is closer 

to 1.0 ( 1 )  

• C incorrect  because the HDI  and GNI  per 

capita does not  include energy consumpt ion 

in the calculat ion( 1 )  

• D incorrect  because the HDI  and GNI  per 

capita does not  include access to clean 

water in the calculat ion( 1 )  

     

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 ( 4 )  
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Qu est ion  

Nu m b er  

 

 

Mar k  

9 a 

 

Accep t  an y  ( id en t i f ied  an d  d ev elop ed )  f r om :      

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 ( 4 )  

EG Definit ion of inflat ion:  sustained increase in the 

average price level ( 1 )  

Or inflat ion target :  a target  range for inflat ion as 

measured by CPI  or RPI  (EG 1% -3% )  ( 1 )  

Main  r eason s:  p r ice st ab i l i t y  ( 1 )  an d  t o  su p p or t  

o t h er  m acr oecon om ic ob j ect iv es  ( 1 )  

Reference to interest  rates ( 1 )  or inflat ion ( 1 )  in 

ext ract  required for applicat ion marks 

Development  may include the following:  

 

Reduced inflat ionary expectat ions if people believe a 

low inflat ion target  will be met ( 1 )   

This will then reflect  in the wage demands of people 

in work( 1 )   

I f employees expect  low inflat ion they may be 

prepared to accept  a slower growth of pay ( 1 )  

This reduces the r isk of cost -push inflat ion in the 

economy( 1 )  

A fall in inflat ion expectat ions can cause an inward 

shift  of the Phillips Curve( 1 )  

 The target  gives monetary policy clar ity ( 1 )  and 

improves the accountability and t ransparency of 

monetary decisions by RBNZ( 1 )  

The RBNZ will report  to the New Zealand 

government , who set  the target  range ( 1 ) , an 

assessment  of economic t rends and the Bank's best  

guess about  future movements in inflat ion( 1 )  

 

 Businesses will not  demand high nom inal rates of 

return on potent ial investment  projects ( 1 )  if they 

believe that  inflat ion will remain low and stable( 1 )  

Sustained low inflat ion improves prospects for higher 

levels of capital investment  in both manufacturing 

and service indust r ies ( 1 )   

This may increase the product ive capacit y of the New 

Zealand economy( 1 )  

 

 I nvestment  from overseas (FDI )  may be at t racted 

( 1 )  if foreign firms believe that  inflat ion will remain 

low and stable( 1 )  

Sustained low inflat ion improves prospects for higher 

levels of investment  ( 1 )  in both manufacturing and 

service indust r ies ( 1 )  
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Qu est ion  

Nu m b er  

 Mar k  

9 b  

 

Candidates may provide an AD/ AS diagram  to show 

how an increase in AD with SRAS remaining the 

same may raise average prices/ inflat ion through 

demand-pull inflat ion 

Some may provide an AD/ AS diagram to show an 

increase in AD with LRAS remaining the same may 

raise average pr ices/ inflat ion through dem and pull 

inflat ion 

Award 3 marks for correct  diagram as follows:   

Correct  axis  =  labels ( 1 )  AD shift  correct  ( 1 )  Old PL 

and Y 1AND  New PL and Y( 1 )  

 
Ex p lan at ion :  

AD rises, f irms respond part ly by raising pr ices and 

part ly by raising output ( 1 )  

Just  how much prices r ise will depend upon the slope 

of the short - run aggregate supply (SRAS)  curve ( 1 )  

The steeper the SRAS curve, the more pr ices will r ise 

and the less output  will increase ( 1 )  

AD shifts from AD1 to AD2. Pr ices r ise from P1 to P2, 

and output  r ises from Y1 to Y2 (1 )  

Demand-pull inflat ion tends to be associated with a 

booming economy(1)  

The more able candidates may draw the SRAS curve 

steeper as the economy approaches the peak of the 

t rade cycle, i.e. as actual output  gets closer to 

potent ial output  (capacity const raints)  award 3 

marks 

Some candidates may also show the likely impact  of 

increased interest  rates on AD – reducing capacit y 

const raints. I f this is in context / explained then award 

3marks 

Up  t o  3  m ar k s f o r  an sw er  w i t h ou t  a d iag r am  

Up  t o  2  m ar k s f o r  co r r ect  d iag r am  

w i t h  n o  ex p lan at ion  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

         

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 6 )  
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Evaluat ion on next  page 

 

Qu est ion  

Nu m b er  

2 k  2 Ap  2 An  4 Ev  

 

Mar k  

 

Kn ow led g e, Ap p l ica t ion  an d  An aly sis –  I n d icat iv e con t en t   

9 c Balan ce o f  Pay m en t s – A record of all in and 

out flows in a count ry arising from economic act iv ity in 

the domest ic and foreign sectors during a given t ime 

period. Consists of the current  account  and the 

capital account  ( 1 )  

 

Cu r r en t  Accou n t  –  A record of all money flows to 

and from a count ry ar ising from exports and imports 

of goods and services, as well as t ransfers of income 

and other net  t ransfers ( 1 )  

The two factors m ight  include:  

1 . Visib le Tr ad e Balan ce –  The sum of visible 

( t rade in goods)  export  revenue m inus the sum 

of t rade import  expenditure. A posit ive value is 

a t rade surplus;  a negat ive value is a t rade 

deficit  

 

2 . I n v is ib le Balan ce –  The net  sum of invisible 

t rade, consist ing of services, f lows of incomes 

and net  t ransfers  

• Ser v ices –  The t rade in services forms part  of 

the invisible balance. Foreign tour ists spending 

money in the count ry counts as invisible 

exports;  the purchasing of foreign holidays 

counts as an invisible import  

• Flow  o f  I n com es –  Repatr iated profits, 

div idends from foreign shares and interest  

payments on foreign bank accounts count  as 

invisible exports 

• Net  Tr an sf er s –  Remit tances, foreign aid and 

grants are counted in the invisible balance 

 

Cu r r en t  Accou n t  Balan ce – The sum of the visible 

and invisible t rade balances. A posit ive value is a 

current  account  surplus;  a negat ive value is a current  

account  deficit  (1 )  

NB I f  on ly  on e f act o r  l im i t  t o  5  m ar k s  

( 1 0 )  

Lev el  Mar k s Descr ip t o r  

0 0 A completely inaccurate response. 

1 1-3 Shows some awareness of reasons and/ or data 

references to NZ such as current  account  deficit  in all 

years 2007-2012 

I f  n o  d at a r ef er en ces l im i t  t o  Lev el  1  

2 4-6 Understanding of reasons and some linking – reduct ion 

in current  account  deficit  in year 2007-2012 could be 

accounted for by r ise in export  of goods or services, 

increased tourism , increased returns from foreign 

investments 

14 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Ev alu at ion  –  I n d icat iv e con t en t   

 • Here we are looking for development  and 

evidence of j udgement  as to the most  

significant  factors 

• Fall in imports indicates that  deficit  may be 

short  term  

• Depend upon size of deficit  ( compared to GDP)  

• Fall in inflat ion may reduce deficit  in long term 

 

Lev el  Mar k s Descr ip t o r  

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  

explanat ion – rebuilding following earthquake reduced 

visit ing tour ists and increased New Zealand people 

holidaying abroad  

2 3-4 For evaluat ive comments supported by relevant  

reasoning – such as increasing income likely to increase 

imported goods, rebuilding likely to increase imports of 

capital equipment  and mater ials for const ruct ion, st rong 

dollar likely to increase imports and reduce exports 

15 

 



Ev alu at ion  –  I n d icat iv e con t en t  

 • r ising incomes effect  will depend upon 

marginal propensity to save and dist r ibut ion 

of income 

• capacity const raints effect  will depend upon 

long term  growth of product ive potent ial 

• booming const ruct ion may be short  term  

and not  sustained after earthquake rebuild 

• r ising wealth through house price (asset  

price)  increases may be short  term  

• forecasts are always uncertain 

 

Lev el  Mar

k s 

Descr ip t o r  

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  

explanat ion. 

2 3-4 For evaluat ive comments supported by some reasoning 

and relevant  examples. 

3 5-6 For evaluat ive comments supported by relevant  

reasoning and relevant  examples. 
  

Qu est ion  

Nu m b er  

 Mar k  

 

2 K  2 Ap   4 An   6 Ev   –  I n d icat iv e con t en t   

9 d  Factors discussed may include:  

• r ising incomes 

• capacity const raints 

• booming const ruct ion 

• r ising wealth through house price (asset  

price)  increases 

( 1 4 )  

Lev el  Mar k s Descr ip t o r  

0 0 A completely inaccurate response. 

1 1-3 Definit ion of inflat ion and ident if icat ion of factors 

leading to inflat ion:  

demand-pull -  result  of increasing aggregate demand 

(AD)  in the economy. 

cost -push -  result  of an increase in the costs of 

product ion in an economy, leading to a fall in short -

run aggregate supply (SRAS) 

NB i f  n o  d at a r ef er en ces l im i t  t o  Lev el  1  

2 4-6 Definit ions and factors ident if ied along with some 

development  of analysis to NZ data such as:   

r ising incomes;  capacit y const raints;  booming 

const ruct ion;  r ising wealth through house price(asset  

price) increases 

Expect  to see a diagram represent ing dem and-pull 

inflat ion AND/ OR cost-push inflat ion at  this level 

3 7-8 Clear understanding and analysis of the ways in which 

demand-pull and cost -push inflat ion may increase 

inflat ionary pressures  

16 

 



Qu est ion  

Nu m b er  

I n d icat iv e Con t en t  Mar k  

2 K  2 Ap   4 An   6 Ev   –  I n d icat iv e con t en t   

9 ( e)  • I nflat ion defined -  the rate of increase in the 

general pr ice level simple example:  10%  

inflat ion rate means prices overall are 10%  

higher than a year ago.  

• I nterest  rates are the cost  of borrowing, or  the 

price of money. A 10%  interest  rate is the 

return a saver will get , or the amount  a 

borrower will have to pay, over a year. 

• Aim of interest  rate changes to increase or 

decrease AD 

• Trade-off between inflat ion, growth and interest  

rates 

• Economic growth is st rong, output  gap has 

been closed, pressure for higher inflat ion. One 

example would be that  when unemployment  is 

low, addit ional demand for labour will tend to 

push up the growth in wages. 

• Higher interest  rates discourage borrowing by 

both households and companies and encourage 

saving and will tend to slow the economy. 

• Lower rates encourage borrowing and have the 

opposite effect . 

• I ncreasing the rate of saving ( the opportunit y 

cost  of spending has increased)  

• The r ise in mortgage interest  payments will 

reduce homeowners' real 'effect ive' disposable 

income and their ability to spend. I ncreased 

mortgage costs will also reduce market  demand 

in the housing m arket  

• Business investment  may also fall, as the cost  

of borrowing funds will increase. Some planned 

investment  projects will now become 

unprofitable and, as a result ,  aggregate 

demand will fall.  

• Higher interest  rates could also be used to lim it  

monetary inflat ion. A r ise in real interest  rates 

should reduce the demand for lending and 

therefore reduce the growth of broad money. 

 

( 1 4 )  

Lev el  Mar k s Descr ip t o r  

0 0 A completely inaccurate response. 

1 1-3 Shows some awareness of possible effects or 

ident if icat ion of one or more points. 

Material presented is often irrelevant  and lacks 

organisat ion. Frequent  punctuat ion and/ or grammar 

errors are likely to be present  and the wr it ing is 

generally unclear. 

2 4-6 I dent if icat ion and some explanat ion of effects of 

interest  rate changes with reference to the NZ data 

Material is presented with some relevance but  there are 

likely to be passages which lack proper organisat ion. 
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Punctuat ion and/ or grammar errors are likely to be 

present  which affect  the clar ity and coherence. 

3 7-8 Clear understanding and analysis of the effects of 

interest  rate changes in NZ 

Material is presented in a relevant  and logical way. 

Some punctuat ion and/ or grammar errors may be 

found, but  the wr it ing is clear and coherent  overall.  

Ev alu at ion  –  I n d icat iv e con t en t  

 • I mpact  will depend upon magnitude of interest  

rate changes 

• Time lag factor-  rate changes may take a long 

t ime to feed through into inflat ion 

• Higher rates may mean lower investment  which 

may reduce LRAS thus increasing inflat ionary 

pressures 

• Many loans will be fixed rate so change in base 

rate may have lit t le impact  

• Commercial banks m ay not  necessarily change 

their rates ( it  is the commercial banks who 

“create the money” )  

• I mpact  from change in AD will depend upon 

posit ion on the LRAS curve 

 

 

Lev el  Mar k s Descr ip t o r  

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  

explanat ion. 

2 3-4 For evaluat ive comments supported by some reasoning 

and relevant  examples. NZ figures show sharp fall in 

CPI  in 2012-  not  expected from GDP growth and lower 

interest  rates 

3 5-6 For evaluat ive comments supported by relevant  

reasoning and relevant  examples. Effort  to explain the 

fall in CPI   -  e.g. fall in CPI  perhaps caused by st rong 

currency making imports cheaper – r ise in interest  

rates may st rengthen currency and decrease exports 

further increasing current  account  deficit  
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Qu est ion  

Nu m b er  

K2  Ap 2  

I n d icat iv e Con t en t   

Mar k  

1 0 a • Current  Account  – A record of all money 

flows to and from a count ry ar ising from 

exports and imports of goods and services 

( 1 )  

• as well as t ransfers of income and other net  

t ransfers ( 1 )  

• Current  Account  Balance –The sum of these 

visible and invisible t rade balances( 1 )  

• a posit ive value is a current  account  surplus 

( 1 )  

• a negat ive value is a current  account  

deficit (1 )  

• exports inject ion into circular f low an d / o r  

imports withdrawals from circular  f low ( 1 )  

• Lin k  t o  d at a n eeds t o  b e clear  f o r  

ap p l icat ion  m ar k s –  u p  t o  2  m ar k s f o r  2  

d i f f er en t , accu r at e d at a r ef er en ces  

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

      

     ( 4 )  
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Qu est ion  

Nu m b er  

 

I n d icat iv e Con t en t  Mar k  

 

K2  Ap 2  An 2  Ev 4 –  I n d icat iv e con t en t   

1 0 b  • I nterest  rates are the cost  of borrowing, or  the 

price of money. A 10%  interest  rate is the 

return a saver will get , or the amount  a 

borrower will have to pay, over a year. 

• Aim of interest  rate changes to increase or 

decrease AD 

• Trade-off between inflat ion, growth and 

interest  rates 

• Appreciat ion that  low interest  rates st imulate 

AD by encouraging borrowing and spending 

(by consumers and businesses)  and 

discouraging saving 

• Negat ive interest  rates – rates that  are lower 

than inflat ion – encourages spending in the 

short  term  as deposit s will lose value in the 

long term  

• Businesses may therefore invest  in product ive 

assets part ly to meet  the r ising demand but  

also to take advantage of low borrowing costs 

( 1 0 )  

Lev el  Mar k s Descr ip t o r  

0 0 A completely inaccurate response 

1 1-3 Shows some awareness of reasons and/ or data 

references 

2 4-6 Understanding of effects of low interest  rates on 

private investment  and business act iv it y 

Ev alu at ion  –  I n d icat iv e con t en t  

 • Evaluat ion should include reference to some of 

the drawbacks of low interest  rates such as:  

• Risk of asset  pr ice bubbles 

• Risk of inflat ion 

• Shock of increased rates and im pact  upon 

borrowers and falls in disposable income as 

consumers and businesses have to meet  

higher borrowing costs 

• Currency depreciat ion and imported inflat ion 

• Effect  may depend upon magnitude of rate 

changes 

• Time lag effects 

 

Lev el  Mar k s Descr ip t o r  

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  

explanat ion. 

2 3-4 For evaluat ive comments supported by relevant  

reasoning. 
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Qu est ion  

Nu m b er  

 

 Mar k  

2 K 2 Ap  4 An  6 Ev  –  I n d icat iv e con t en t   

1 0 ( C)  • GDP – includes x – m   

• Export  of commodit ies cont r ibutes substant ially 

to Aust ralia’s GDP 

• Examples of commodit ies data 

• Definit ion of a commodity 

• Thus increases in global commodity pr ices may 

increase Aust ralian GDP 

• On the other hand, falling global commodity 

prices may decrease Aust ralian GDP 

• Long term  t rade surplus appreciates currency 

and reduces internat ional compet it iveness 

• This will depend upon the availability of 

cheaper alternat ives for Aust ralia’s t rading 

partners 

 

NB I f  n o  d at a r ef er en ces l im i t  t o  Lev el  1  

 

( 1 4 )  

Lev el  Mar k s Descr ip t o r  

0 0 A completely inaccurate response. 

1 1-3 Shows some awareness of possible effects or 

ident if icat ion of one or more points. 

Material presented is often irrelevant  and lacks 

organisat ion. Frequent  punctuat ion and/ or grammar 

errors are likely to be present  and the wr it ing is 

generally unclear. 

2 4-6 I dent if icat ion and some explanat ion of effects of 

changes in commodity pr ices 

Material is presented with some relevance but  there are 

likely to be passages which lack proper organisat ion. 

Punctuat ion and/ or grammar errors are likely to be 

present  which affect  the clar ity and coherence. 

3 7-8 Clear understanding and analysis of the effects of 

effects of changes in commodity pr ices upon Aust ralian 

economy. 

Material is presented in a relevant  and logical way. 

Some punctuat ion and/ or grammar errors may be 

found, but  the wr it ing is clear and coherent  overall.  
 

Evaluat ion on next  page  
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Ev alu at ion  –  I n d icat iv e con t en t  

 Evaluat ion m ight  include:  

• I mpact  will depend upon PED for commodit ies 

(causes of this include availabilit y of 

subst itutes)  

• I f PED inelast ic, falling pr ices reduce revenue 

• I f PED elast ic falling prices increase revenue 

• Long term  agreements with export  partners 

may reduce im pact  

• I mpact  will be less if economy is more 

diversif ied ( less reliant  upon commodity 

exports)  

• Less ext ract ion of commodit ies may lessen 

environmental degradat ion and make growth 

more sustainable 

 

 

Lev el  Mar k s Descr ip t o r  

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  explanat ion. 

2 3-4 For evaluat ive comments supported by some reasoning 

and relevant  examples. 

3 5-6 For evaluat ive comments supported by relevant  

reasoning and relevant  examples. 
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Qu est ion  

Nu m b er  

2 K 2 Ap  2 An  

I n d icat iv e Con t en t  

Mar k  

1 0 d  Slower growth in export  markets may lead to 

falling demand for exports ( 1 )  

May lead to lower AD in Aust ralia which may mean 

lower inflat ion ( 1 )  and increasing unemployment  

( 1 )  

 

Ap p l icat ion  

Accu r at e/ v al id  r ef er en ce t o  d at a r equ i r ed  f o r  

ap p l icat ion  m ar k s 

 

An aly sis 

impact  will depend upon the rate at  which growth 

slows in the export  m arkets ( 1 )  

 

AD/ AS diagram  showing inward ( left )shift  in AD, 

correct ly labelled and annotated achieves 3 marks 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

( 6 )  
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Qu est ion  

Nu m b er  

 

 

 

Mar k  

2 K 2 Ap  4 An  6 Ev –  I n d icat iv e con t en t   

1 0 ( e)  Understanding of Government  spending:  

 

Gov er n m en t  ex p en d i t u r e  as  current , capital and 

t ransfer payments together with some understanding 

of Gov er n m en t  r ev en u e  from direct  tax, indirect  tax 

and sales of goods, services and pr ivat isat ion 

 

Ex p ect  can d id at es t o  cov er  at  least  on e o f  t h e 

f o l low in g  cost s or  b en ef i t s :  

 

I n  t h e sh or t  r u n :  

Lower government  spending may decrease AD and 

economic growth 

Lower government  spending may decrease AD and 

increase unemployment  and spending on benefits 

Lower government  spending may decrease AD and 

reduce direct  tax and indirect  tax receipts 

 

Diagram  may be included which shows inward 

movement  of AD curve such as:  

 

 
 

 

I n  t h e lon g  r u n :  

 

Lower government  spending today may mean that  

t ax es w i l l  b e low er  in  t h e f u t u r e  and this may 

increase spending by private sector businesses and 

households increasing AD and economic growth. 

 

Lower level of government  borrowing means that  the 

Government  has to spend less each year in debt -

interest  payments to holders of government  bonds 

t h e op p or t u n i t y  cost  is r ed u ced  because interest  

payments m ight  be used in more product ive ways, for 

example an increase in spending on infrast ructure or 

educat ion  

 

( 1 4 )  
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Red u ced  t r an sf er  o f  in com e  from people and 

businesses that  pay taxes to those who hold 

government  debt  and cause a redist r ibut ion of income 

and wealth in the economy 

 

Reduced capital spending on infrast ructure may 

decrease the long run product ive potent ial of he 

economy (LRAS curve shift )  

 

Many economists oppose high government  spending 

believing that  a r ising share of GDP taken by the 

state sector has a n eg at iv e ef f ect  on  t h e g r ow t h  

o f  t h e p r iv at e sect or  o f  t h e econ om y . They are 

scept ical about  the benefits of higher government  

spending believing that  the scale of waste in the 

public sector is high – money that  would be bet ter 

used more efficient ly by pr ivate firms 

 

Diagram  may be included which shows left  ( inward)  

movement  of LRAS curve ( if capital spending falls)  or 

r ight  (outward)  movement  of LRAS if eff iciency is 

increased:  

 

 
 

 

Lev el  Mar k s Descr ip t o r  

0 0 A completely inaccurate response. 

1 1-3 Shows some awareness of possible effects or 

ident if icat ion of one or more points. 

Material presented is often irrelevant  and lacks 

organisat ion. Frequent  punctuat ion and/ or grammar 

errors are likely to be present  and the wr it ing is 

generally unclear. 

2 4-6 I dent if icat ion and some explanat ion of effects of 

reduced government  spending in Aust ralia. 

Material is presented with some relevance but  there are 

likely to be passages which lack proper organisat ion. 

Punctuat ion and/ or grammar errors are likely to be 

present  which affect  the clar ity and coherence. 

3 7-8 Clear understanding and analysis of the effects of 

effects of a reduced government  spending in Aust ralia. 

Material is presented in a relevant  and logical way. 

Some punctuat ion and/ or grammar errors may be 

found, but  the wr it ing is clear and coherent  overall.  

25 

 



Ev alu at ion  –  I n d icat iv e con t en t  

 • Long term  or short  term  effects and the 

relat ive importance of each effect  

• I mpact  will depend upon size of mult iplier  

• I mpact  will depend upon magnitude of cuts – 

the larger the cuts the greater the impact  on 

AD 

• I mpact  will depend upon how close to full 

capacity the economy is (closer to full capacity 

the less impact  on output  and employment )  

• Au t om at ic ( b u i l t - in )  st ab i l i ser s ex p la in ed :  

• Falling government  spending ( reduced benefit  

payments)  and taxat ion increases (progressive 

taxes and purchase taxes)  

• GDP growth falling or negat ive, r ising 

government  spending and taxat ion falls.  

• I n short - term  this may stabilise fluctuat ions in 

GDP 

• Ev alu at ion  m ay  a lso  in clu d e p osi t iv e 

im p act  o f  g ov er n m en t  sp en d in g  

• Gov er n m en t  b o r r ow in g  can  b en ef i t  

econ om ic g r ow t h :  posit ive macroeconomic 

effects in the long run if it  is used to finance 

ext ra capital spending that  leads to an increase 

in the stock of nat ional assets. For example, 

higher spending on the t ransport  infrast ructure 

improves the supply- side capacity of the 

economy promot ing long- run growth. And 

increased government  spending in health and 

educat ion can br ing posit ive effects on labour 

product iv ity and employment . 

• Gov er n m en t  sp en d in g  as a t oo l  o f  d em an d  

m an ag em en t :  Keynesian economists would 

support  the use of changing the level of 

government  spending as a way of f ine- tuning 

or managing the level of aggregate demand. 

An increase in spending can increase AD when 

other sectors of the economy are seeing 

reduced spending. EG. Government  spending 

important  in stabilising demand and output  at  a 

t ime of global uncertainty. Government  

spending can keep real nat ional output  closer 

to potent ial GDP so that  large negat ive output  

gaps are avoided.   

 

Level Marks Descriptor 

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  

explanat ion. 

2 3-4 For evaluat ive comments supported by some reasoning 

and relevant  examples. 

3 5-6 For evaluat ive comments supported by relevant  

reasoning and relevant  examples. 
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