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Gen er a l  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 mark 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 appropriately. 

            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 
principles by which marks will be awarded and exemplif icat ion may be lim ited. 

               When exam iners 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 m arked UNLESS the candidate has 
replaced it  with an alternat ive response. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 

 

 

 

 



Mar k  sch em e:   W EC0 4   iAL  
 

* * SECTI ON A:  ESSAYS –  PLEASE USE DETAI LED MARKI NG CRI TERI A W HI CH ARE TO 

BE FOUND AT THE END OF THI S MARKSCHEME* *  

 

 

FOR ALL QUESTI ONS:   No  m ar k  sch em e can  cov er  a l l  p ossib le r espon ses.  Th er ef o r e, 

r ew ar d  an a ly sis w h ich  is r e lev an t  t o  t h e q u est ion  ev en  i f  t h is i s n o t  sp eci f i ca l ly  

id en t i f ied  in  t h e m ar k  sch em e. 

 
 

Quest ion 
Number 

 Mark 

1  ( a)  • Understanding/ definit ion of globalisat ion   
 

The theory of comparat ive advantage:  
• Understanding/ definit ion of comparat ive advantage  
• Use of numerical and diagrammat ic examples 
• Applicat ion of specialisat ion/ comparat ive advantage to part icular 

count r ies 
• Specialisat ion according to comparat ive advantage leads to more 

internat ional t rade, increasing globalisat ion 
• Allows developing count r ies (who may not  have an absolute 

advantage in the product ion of any goods/ services)  to t rade 
internat ionally, furthering globalisat ion 

• Such t rade requires the liberalisat ion of internat ional capital 
markets, leading to financial globalisat ion 

 
Other factors have been more important  in explaining increased 
globalisat ion, e.g.:  

• Trade liberalisat ion 
• Polit ical change (e.g. breakdown of Soviet  system and opening up 

of China)  
• Reduced cost  of t ransport  (e.g. containerisat ion)  and 

communicat ions (e.g. internat ional phone calls, the internet , 
teleconferencing, mobile phones etc.)  

• I ncreased significance of t ransnat ional companies 
• The r ise in world skill levels  
• The liberalisat ion of global capital/ f inancial markets 
• Enhanced role of internat ional econom ic inst itut ions (e.g. the 

I MF, the World Bank, etc.)  
 

General evaluat ive comm ents could include:  

• Difference factors have been m ost  im portant  at  different  t im es 

over the past  40 years 

• Difficult ies of separat ing the factors, e.g. increased significance of 

t ransnat ional companies in order to take advantage of differences 

in com parat ive advantages 

• Assum pt ions and lim itat ions of the m odel of com parat ive 

advantage 
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Quest ion 
Number 

 Mark 

1  ( b )  Candidates may be rewarded for argument  that  globalisat ion has been 
beneficial,  or that  it  has not , and use reverse arguments in evaluat ion.  

• Understanding/ definit ion of developed and developing count r ies   
 
Globalisat ion has been beneficial:  

• Allows greater specialisat ion in areas of comparat ive advantage, 
leading to increased global efficiency -  increasing global output , 
meaning that  there are more goods and services available for 
consumpt ion for all people 

• Gains in efficiency lead to econom ic growth and higher average 
incomes, raising the standard of liv ing for all 

• I ncreased econom ies of scale result  in lower priced goods and 
services, increasing consumer surplus globally 

• I nternat ional compet it ion reduces nat ional monopoly power, 
leading to lower prices for consumers, and more non-price 
compet it ive goods and services too 

• Higher rates of growth have led to reduct ions in the number of 
people liv ing in absolute poverty globally (but  part icularly in 
developing count r ies)  

• I ncreased choice when buying goods and services for consumers 
in all count r ies 

• Spread of t ransnat ional companies has led to more jobs, t raining 
and infrast ructure investment  in developing count r ies 
 

Globalisat ion has not  been beneficial:  
• Rising income inequality between developed and developing 

count r ies, and also within count r ies, part icularly between those 
liv ing in rural and urban areas in developing count r ies 

• Growing demand for raw materials has caused large r ises in 
commodity prices.  The r ise in food prices has been part icularly 
damaging to people liv ing in developing countr ies 

• Environmental concerns:  deforestat ion, loss of biodiversity, global 
warm ing etc.  These may part icularly affect  people liv ing in 
developing count r ies where there is less government  regulat ion 
of act ivit ies 

• Exploitat ion of natural resources and/ or labour in developing 
count r ies by more developed count r ies /  t ransnat ional 
corporat ions 

• A loss of econom ic and cultural diversity as goods and services 
become homogenised 

• Unemployment  in developed econom ies as companies outsource /  
move product ion to lower wage econom ies, which may cause 
pressure on government  budgets 

 
Other evaluat ive comments could include:  

• Priorit isat ion of different  effects 

• Discussion of whether globalisat ion has been of m ore benefit  to 

developed or developing econom ies 

• Different  effects on different  countr ies  

• Different  effects at  different  points in t im e (SR/ LR dist inct ion 

also)  

• The im portance of governm ent  intervent ion/ regulat ion to correct  

any result ing m arket  failures 

 
NB Aw ar d  a  m ax im u m  o f  2 0  m ar k s ( Lev el  4 )  i f  a  can d idat e d oes 

n o t  r ef er  t o  b o t h  d ev eloped  an d  d ev elop in g  cou n t r ies in  t h e i r  

r espon se. 
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Quest ion 
Number 

 Mark 

2  ( a)  • Understanding of terms of t rade 
• Understanding of a worsening (deteriorat ion)  of the terms of 

t rade 
 
Possible factors could include 

• A depreciat ion /  devaluat ion of the exchange rate 
• Low relat ive inflat ion rates  
• Higher relat ive product ivity rates 
• Lower relat ive labour costs (wage and non-wage costs)  
• Higher relat ive levels of capital investment  
• Change in the price of commodit ies, e.g. oil (a r ise in the price of 

commodit ies for net  importers, and a fall in the price of 
commodit ies for net  exporters)  

• Primary product  dependency may lead to a worsening of terms of 
t rade over t ime 

• I ncreased globalisat ion and the indust r ialisat ion of China, I ndia 
and Lat in American count r ies 

• I ncreased compet it ion in the markets of a count ry's main exports 
/  reduced compet it ion in the markets of a count ry's main imports 

• Protect ionist  policies 
 

Evaluat ive com m ents could include:  

• Priorit isat ion of factors 

• Different  factors will be m ore im portant  in different  econom ies, 

e.g. the price of oil will be highly im portant  in Saudi Arabia, but  

not  in other count r ies 

• Different  factors will be m ore im portant  at  different  t im es, e.g. 

whilst  we would expect  count r ies that  specialise in prim ary 

products to face a worsening term s of t rade, the rapid growth of 

the BRI C econom ies has actually led to a favourable m ovem ent  in 

their term s of t rade over the past  10 years 

• The im portance of labour costs will depend on whether a count ry 

tends to import  and export  labour- intensive or capital- intensive 

goods and services 
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Quest ion 
Number 

 Mark 

2 ( b )  • Understanding of a r ise ( favourable movement )  in a count ry's 
terms of t rade 

• Understanding of macroeconom ic object ive 

 

• Price of exports r ises relat ive to price of imports.  This would tend 
to worsen the economy's t rade balance, failing to meet  the 
object ive of a healthy balance of payments posit ion 

o Although this depends on the PED for a count ry's imports 

and exports (m ay be extended to a discussion of the 

Marshall-Lerner condit ion /  'J-curve' effect )  

o Although the current  account  on the balance of paym ents 

has two addit ional com ponents, which m ay m ove in the 

opposite direct ion 

• A worsening t rade balance may const rain aggregate demand in 
the count ry, leading to lower econom ic growth, and/ or r ising 
unemployment , part icularly in export  indust r ies.  

o Although relat ively cheaper im ports m ay lead to an 

increase in (SR)AS, offset t ing the negat ive effects on 

econom ic growth 

o Although changes in the other components of AD m ay 

m ore than com pensate for this, m eaning that  

unem ployment  does not  r ise 

• I nflat ion in the economy is likely to fall,  as both demand pull and 
cost  push ( imported raw materials)  inflat ionary pressures subside 

o This depends on the level of spare capacity in the 

econom y, the size of the mult iplier effect , and all other 

things being equal 

• I f there is r ising unemployment , this is likely to have a negat ive 
effect  on the government  budget  balance, as t ransfer payments 
r ise (automat ic stabilisers)  and tax revenue falls 

o Such a cyclical budget  deficit  m ay be less damaging to an 

econom y than a st ructural budget  deficit .   I t  depends on 

how long the term s of t rade r ise for, and how great  the 

r ise is 

• Lower/ negat ive rates of econom ic growth may have a posit ive 
effect  on the environment , as fewer non- renewable resources are 
used, and fewer negat ive product ive externalit ies occur  

o For m ost  developed count r ies, growth has a posit ive effect  

on the environm ent , as im proved green technology is 

developed, and energy intensity falls 

• Lower/ negat ive rates of econom ic growth may have a posit ive 
effect  on income inequality in the economy, as less high returns 
accrue to the owners of the factors of product ion 

 
Other evaluat ive comments could include:  

• Priorit isat ion of factors 

• Different  factors m ore or less im portant  for different  countr ies 

• Different  count ries m ay have/ prior it ise different  m acroeconom ic 

object ives 
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Quest ion 
Number 

 Mark 

3 ( a)  • Different  levels of educat ion /  skills /  qualificat ions 
• Sectoral make-up of the economy ( including primary product  

dependency)  
• Resource endowment  (quality and quant ity of factors of 

product ion)  leading to different  levels of growth 
• Globalisat ion 
• Different  levels of infrast ructure 
• Foreign t rade relat ionships and membership of t rade blocs 
• Civil war 
• Government  policy 
• Corrupt ion /  weak or ineffect ive inst itut ions 
• Labour flight  

 
Evaluat ive com m ents could include:  

• Priorit isat ion of factors 

• Different  factors will be m ore im portant  between different  

econom ies 

• I t  m ay be difficult  to assign exact  causes, as many of these 

factors m ay be in play at  the sam e t im e 

 

NB Aw ar d  a  m ax im u m  o f  1 2  m ar k s ( Lev el  4 )  i f  a  can d idat e d oes 

n o t  r ef er  t o  cou n t r ies in  t h e i r  r espon se. 
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Quest ion 
Number 

 Mark 

3 ( b )  • Understanding of income inequality 
 

• A rise in the economy's MPC, and hence domest ic consumpt ion 
and aggregate demand are likely to r ise 

• I ncrease in the size of the mult iplier effect , as the economy's MPS 
and hence MPW fall 

• This is likely to lead to higher levels of econom ic growth in the 
economy 

• Economic growth may lead to improvement  in public sector 
finances 

• An increase in aggregate demand may lead to demand pull 
inflat ionary pressures in the economy 

• An increase in the t rade deficit ,  as r ising consumpt ion is on both 
domest ically produced and imported goods and services 

• Redist r ibut ion of spending from goods and services /  changes in 
expenditure pat terns within the economy 

• I f the decrease in income inequality is achieved through higher 
levels of progressive taxat ion and/ or higher t ransfer payment , 
this may create a disincent ive effect , reducing the incent ive to 
work /  causing capital and/ or labour flight  

• More equal access to /  years of educat ion in the economy 
• Less variat ion in life expectancy in the economy 
• Less em igrat ion from the economy /  more immigrat ion into the 

economy 
 

Evaluat ive com m ents could include:  

• A lower savings rat io in the economy m ay cause a savings gap, 

rest r ict ing investm ent , and hence potent ial econom ic growth 

• The m ult iplier m ay not  r ise if the economy's MPT and MPM rise 

m ore than the MPS falls 

• The effects on growth and em ploym ent  depend on to what  extent  

dem and r ises for dom est ically produced goods as opposed to 

im ports 

• The effect  on inflat ion depends on the level of spare capacity in 

the economy 

• All other things m ay not  be equal, e.g. changes in the exchange 

rate m ay cause greater effects on the t rade balance etc. 

• Priorit isat ion of factors 
• Significance:  the quest ion says a 'significant ' decrease, so any 

effects are likely to be fair ly large 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

          

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 2 5 )  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



Sect ion  A Par t  ( a)  Qu est ion s:  Per f o r m an ce Cr i t er ia  f o r  Mar k  base 1 5   

Lev el  0  0 • No rewardable material 

Lev el  1  1-3 • Displays knowledge presented as facts without  awareness of other 
viewpoints 

• Demonst rates lim ited understanding with lit t le or no analysis 
• At tempts at  select ing and applying different  econom ic ideas are 

unsuccessful 
• Material presented is often irrelevant  and lacks organisat ion. Frequent  

punctuat ion and/ or grammar errors are likely to be present  and the 
writ ing is generally unclear.  

Lev el  2  4-6 • Displays elementary knowledge of well learnt  econom ic facts  showing a 
generalised understanding together with lim ited analysis i.e. 
ident ificat ion of points or a very lim ited discussion  

• Displays a lim ited abilit y to select  and apply different  econom ic ideas 
• Material presented has a basic relevance but  lacks organisat ion, but  is 

generally comprehensible. Frequent  punctuat ion and/ or grammar errors 
are likely to be present  which affects the clar ity and coherence of the 
writ ing overall.  

Lev el  3  7-9 
 
 
 
 
 
 

• Displays knowledge and understanding of econom ic principles, concepts 
and theories as well as some analysis of issues i.e. answer m ight  lack 
sufficient  breadth and depth to be worthy of a higher mark 

• Shows some abilit y to apply econom ic ideas and relate them to 
econom ic problems 

• Employs different  approaches to reach conclusions 
• 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. 

Lev el  4  10-12 • Displays a good knowledge of econom ic principles, concepts and 
theories together with an analysis of the issues involved 

• Demonst rates an abilit y to select  and apply econom ic ideas and to relate 
them  to econom ic problems 

• Evidence of some evaluat ion of alternat ive approaches leading to 
conclusions  

• Material is presented in a generally relevant  and logical way, but  this 
may not  be sustained throughout . Some punctuat ion and/ or grammar 
errors may be found which cause some passages to lack clar ity or 
coherence. 

Lev el  5  13-15 • Displays a wide range of knowledge of econom ic principles, concepts 
and theories together with a r igorous analysis of issues 

• Demonst rates an outstanding abilit y to select  and apply econom ic ideas 
to econom ic problems 

• Evaluat ion is well balanced and crit ical leading to valid conclusions 
• Material is presented in a relevant  and logical way. Some punctuat ion 

and/ or grammar errors may be found, but  the writ ing is clear and 
coherent  overall.  

 



 

Sect ion  A Par t  ( b )  Qu est ion s:  Per f o r m an ce Cr i t er ia  f o r  Mar k  base 2 5   

Lev el  0  0 • No rewardable material 

Lev el  1  1-5 • Displays knowledge presented as facts without  awareness of other 
viewpoints 

• Demonst rates lim ited understanding with lit t le or no analysis 
• At tempts at  select ing and applying different  econom ic ideas are 

unsuccessful  

• Material presented is often irrelevant  and lacks organisat ion. Frequent  
punctuat ion and/ or grammar errors are likely to be present  and the 
writ ing is generally unclear.  

Lev el  2  6-10 • Displays elementary knowledge of well learnt  econom ic facts  showing a 
generalised understanding together with lim ited analysis i.e. 
ident ificat ion of points or a very lim ited discussion  

• Displays a lim ited abilit y to select  and apply different  econom ic ideas 
• Material presented has a basic relevance but  lacks organisat ion, but  is 

generally comprehensible. Frequent  punctuat ion and/ or grammar errors 
are likely to be present  which affects the clar ity and coherence of the 
writ ing overall.  

Lev el  3  11-15 
 
 
 
 
 
 

• Displays knowledge and understanding of econom ic principles, concepts 
and theories as well as some analysis of issues i.e. answer m ight  lack 
sufficient  breadth and depth to be worthy of a higher mark 

• Shows some abilit y to apply econom ic ideas and relate them to 
econom ic problems 

• Employs different  approaches to reach conclusions 
• 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. 

Lev el  4  16-20 • Displays a good knowledge of econom ic principles, concepts and 
theories together with an analysis of the issues involved 

• Demonst rates an abilit y to select  and apply econom ic ideas and to relate 
them  to econom ic problems 

• Evidence of some evaluat ion of alternat ive approaches leading to 
conclusions 

• Material is presented in a generally relevant  and logical way, but  this 
may not  be sustained throughout . Some punctuat ion and/ or grammar 
errors may be found which cause some passages to lack clar ity or 
coherence. 

Lev el  5  21-25 • Displays a wide range of knowledge of econom ic principles, concepts 
and theories together with a r igorous analysis of issues 

• Demonst rates an outstanding abilit y to select  and apply econom ic ideas 
to econom ic problems 

• Evaluat ion is well balanced and crit ical leading to valid conclusions 
• Material is presented in a relevant  and logical way. Some punctuat ion 

and/ or grammar errors may be found, but  the writ ing is clear and 
coherent  overall.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



Quest ion 
Number 

 Mark 

4 ( a)  A free t rade area comprises count r ies which agree to abolish or severely 
lim it  internal t rade barr iers /  tar iffs and quotas on t rade between 
member count r ies (2)  
 
Applicat ion:  the Trans-Pacific Partnership (TPP)  will be a FTA /  " I n June 
2012 the WTO reported 319 such agreements were in force"  (2)  
 
2 marks for knowledge;  2 marks for applicat ion /  data reference 

 

 

 

 

 

 

 

 

( 4 )  

Level Mark Descriptor 

Lev el  1  1-2 Up to 2 marks for knowledge – see above 

Lev el  2  3-4 Up to 2marks for knowledge and 2 marks for data references 

 
 

Quest ion 
Number 

  

4 ( b )  • Non- tariff barr iers, e.g. bureaucracy and t ime-consum ing 
customs procedures -  these increase the cost  of imported 
goods, reducing their price compet it iveness on the domest ic 
market  

• Subsidies to domest ic producers, e.g. agricultural product ion 
subsidies -  these reduce the product ion costs of domest ic 
firms, allowing them to lower their pr ices below those of 
imported goods 

• Quotas -  set  a lim it  on the number of goods that  can be 
imported, this raises the price of imported goods (as their 
supply falls) , and creates more demand for domest ically 
produced goods  

• Tariffs ( taxes on imports)  -  these raise the price of imported 
goods, reducing their price compet it iveness on the domest ic 
market . These raise government  revenues and create a 
deadweight  welfare loss. Answers may make use of a diagram 
showing the effects of a tar iff:  

 
  
Applicat ion:  1 specific data reference from the Ext racts (2)  
e.g. The WTO aims to “cut  bureaucracy and reduce delays at  borders 
around the world”  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 8 )  

Level Mark Descriptor 

Lev el  1  1-2 2 marks for ident ificat ion of two types of protect ionism  

Lev el  2  3-4 2 marks for ident ificat ion of two types of protect ionism ;  2 for applicat ion  

Lev el  3  5-8 2 marks for ident ificat ion of two types of protect ionism ;  2 for applicat ion and 
4 for analysis  

 
 
 
 

 



Quest ion 
Number 

 Mark 

4 ( c)   ( 1 2 )  

Knowledge, Applicat ion and Analysis – I ndicat ive content   

 Candidates may be rewarded for argument  that  regional t rading blocs do 
conflict  with the object ives of the WTO, or that  they do not , and use 
reverse arguments in evaluat ion.  

 

• The WTO aims for free t rade, t rading blocs aim  for preferent ial 

t rade.  Trading blocs don't  accord with the WTO’s MFN principle 

• The WTO aims to set t le t rade disputes, whereas t rading blocs can 

cement  differences between countr ies 

• The WTO pursues a development  agenda, while t rading blocs may 

not  form  between developed and developing count r ies, meaning 

the development  gap between the two may increase 

• The existence of t rade blocs could offer count ries an alternat ive to 
joining the WTO, or dist ract  them from their WTO negot iat ions /  
make WTO agreements less important  

 

Level Marks Descriptor 

0 0 A completely inaccurate response. 

1 1-3 Shows some awareness of the conflicts between the WTO and t rade blocs 
with lim ited explanat ion. 
Material presented is often irrelevant  and lacks organisat ion. Frequent  
punctuat ion and/ or grammar errors are likely to be present  and the 
writ ing is generally unclear.  

2 4-6 Understanding and explanat ion of the conflicts between the WTO and 
t rade blocs. 
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 explanat ion of the conflicts between the WTO and 
t rade blocs with appropriate applicat ion to context  throughout . 
Material is presented in a relevant  and logical way. Some punctuat ion 
and/ or grammar errors may be found, but  the writ ing is clear and 
coherent  overall.  

Evaluat ion – I ndicat ive content  

 • The terms of the GATT do allow for the format ion of t rading blocs 

(Art icle 24) , so theoret ically there is no conflict .   

• Trading blocs result  in free t rade between members, and may cut  

tar iffs quicker and by more than WTO rounds have so far been 

able to do.  We can therefore perhaps view them as ‘stepping 

stones’ to unilateral t rade liberalisat ion -  the format ion of the TPP 

may lead to wider free t rade in the Asia-Pacific region 

• Trading blocs could be viewed as cont inuing the WTO’s work if it  

has become stalled. Trading blocs can lead to closer econom ic and 

polit ical integrat ion, making disputes less likely.   

• The fact  that  customs unions, common markets and econom ic 

unions negot iate as one body at  the WTO may also make it  easier 

for mot ions to be passed, given the WTO’s consensual decision 

making process 

• Trading blocs do somet imes include both developed and 

developing count r ies (e.g. Vietnam and the USA in the TPP) .  

There is certainly a st rong econom ic rat ionale for this occurr ing, 

as they are most  likely to have comparat ive advantages in very 

different  kinds of goods and services 

• What  kind of t rading bloc we are considering will affect  the extent  

 

 



to which conflicts may occur 

• Perhaps the WTO and t rade blocs have the same aims, but  

different  ways of achieving them? 

• Perhaps it ’s not  simply the existence of t rade blocs, but  the 
exponent ial r ise in the number of them over the last  two decades 
that  has been problemat ic 

Level Marks Descriptor 

0 0 No evaluat ive comments. 

1 1-2 For ident ifying evaluat ive comments without  explanat ion/  one evaluat ive 
comment  with explanat ion. 

2 3-4 For evaluat ive comments supported by relevant  reasoning. 

 
 

Quest ion 
Number 

 Mark 

4 ( d )   ( 1 6 )  

Knowledge, Applicat ion and Analysis – I ndicat ive content   

 Benefits of joining the TPP:  
• Annual global income gains of $295 billion ( including $78 billion 

for the United States)  -  very significant  amounts -  which would 
lead to higher average incomes and standards of liv ing in the 
count r ies involved 

• I ncreased FDI  inflows, which may lead to increases in AD and 
LRAS for the econom ies, as well as making it  easier for them to 
finance current  account  deficits ( if relevant )  

• I ncreased export  sales, leading to job creat ion in the export  
indust r ies, higher aggregate demand, and hence econom ic growth 
in the econom ies 

• Could be a stepping stone to wider free t rade agreements in the 
Asia-Pacific region, meaning it  is a pre-cursor to even more 
income gains 

• " increased compet it ion and cooperat ion leading to faster 
product ivity growth and more innovat ion"  

• Net  welfare gain from removal/ reduct ion in tar iffs 

• Greater econom ies of scale available 

• I ncreased consumer choice 

• Trade creat ion 

 

Level Marks Descriptor 

0 0 A completely inaccurate response. 

1 1-3 Shows some awareness of the benefits of joining the TPP with lim ited 
explanat ion. 
Material presented is often irrelevant  and lacks organisat ion. Frequent  
punctuat ion and/ or grammar errors are likely to be present  and the 
writ ing is generally unclear.  

2 4-6 Understanding and explanat ion of the benefits of joining the TPP. 
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 explanat ion of the benefits of joining the TPP with 
appropriate applicat ion to context  throughout . 
Material is presented in a relevant  and logical way. Some punctuat ion 
and/ or grammar errors may be found, but  the writ ing is clear and 
coherent  overall.  

 
 
 
 
 
 
 

 



Evaluat ion – I ndicat ive content  

 Candidates may evaluate either in terms of the negat ive aspects of 
joining the TPP, or in terms of consider ing the significance of the benefits 
analysed. 
 
Negat ives include:  

• An increase in imports may:  
o dampen domest ic aggregate demand 
o cause unemployment , part icular ly in infant  indust r ies 
o lead to a worsening t rade balance /  current  account  on the 

balance of payments balance 
• A loss of tariff revenue on imports 
• Less diversified indust r ial base /  less r isk diversificat ion 
• I t  may det ract  at tent ion from the WTO, delaying a more 

beneficial,  mult ilateral t rade agreement  
• Trade diversion  

 
 
Other evaluat ive points:  

• Benefits not  shared equally between the member countr ies (e.g. 
USA gains around one-quarter of the generated income)  

• Ext ract  1 says that  'I t  is impossible to put  probabilit ies or values 
on these large [ secondary]  effects'  

• The effects depend on whether further t rade liberalisat ion does 

indeed occur, and/ or how successful the WTO is in the future 

 

Level Marks Descriptor 

0 0 No evaluat ive comments. 

1 1-3 For ident ifying evaluat ive comments without  explanat ion /  one evaluat ive 
comment  with explanat ion. 

2 4-6 For evaluat ive comments with lim ited explanat ions. 

3 7-8 For evaluat ive comments supported by relevant  reasoning. 

 

 

 

 



 

Quest ion 
Number 

 Mark 

5 ( a)  Cu r r en t  ex p en d i t u r e  is recurr ing expenditure /  spending on items that  
are consumed /  used up in the process of providing a good or service /  
only last  a lim ited amount  of t ime  (1)  
 
Cap i t a l  ex p en d i t u r e  is spending on assets /  investment  spending /  
spending on items that  will be used repeatedly in the process of 
providing a good or service /  will last  for a considerable amount  of t ime 
(1)  
 
Data reference -  two examples from Ext ract  1 (1 +  1) :  

• Ex am p le o f  cu r r en t  ex p en d i t u r e :  wages/ salaries of public 
sector employees (1)  

• Ex am p le o f  cap i t a l  ex p en d i t u r e :  infrast ructure projects (1)  
 
2 marks for knowledge, 2 for applicat ion /  data reference 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  

Level Mark Descriptor 

Lev el  1  1-2 Up to 2 marks for knowledge – see above 

Lev el  2  3-4 Up to 2 marks for knowledge and 2 marks for 2 data references 

 

Quest ion 
Number 

 Mark 

5 ( b )   ( 1 2 )  

Knowledge, Applicat ion and Analysis – I ndicat ive content   

 • "Sharp r ises in the price of fuel, water and power"  implies r ising 
costs of product ion for firms, reducing or const raining SRAS, and 
hence econom ic growth 

• The down-grading of the count ry's credit  rat ing /  need to reduce 
the budget  deficit  may have damaged business confidence, 
leading to lower /  less quickly r ising levels of investment  /  capital 
flight , const raining econom ic growth 

• Sharp r ises in the costs of liv ing (11.9%  inflat ion)  may reduce 
consumer confidence, leading to higher rates of saving, and hence 
const rained domest ic consumpt ion and econom ic growth 

• The plan to reduce the budget  deficit  involved cuts in government  
spending (e.g. fuel subsidies)  and r ises in tax rates (a new 
corporate tax) , dampening the growth of aggregate demand, and 
hence real GDP 

• The sharp depreciat ion of the cedi will have raised the price of 
imports, const raining the growth of /  reducing SRAS, and 
therefore also econom ic growth 

• The sharp depreciat ion of the cedi may have worsened the 
economy's t rade balance either because the Marshall-Lerner 
condit ion is not  sat isfied in the SR or LR for Ghana, or due to a 'J-
curve' effect .  This would put  downward pressure on aggregate 
demand, const raining econom ic growth. 

• Change in the pat tern of government  spending, from capital 
expenditure to current  expenditure, const raining LRAS growth. 

• Cont inued fall-out  from the global financial cr isis -  lower levels of 
FDI  and relat ively slow growth in internat ional t rade 

 

 

 



 

Level Marks Descriptor 

0 0 A completely inaccurate response. 

1 1-3 Shows some awareness of the possible factors affect ing econom ic growth 
rates. 
Material presented is often irrelevant  and lacks organisat ion. Frequent  
punctuat ion and/ or grammar errors are likely to be present  and the 
writ ing is generally unclear.  

2 4-6 Understanding and explanat ion of the factors leading to a lower econom ic 
growth rate. 
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 explanat ion of the factors leading to a lower 
econom ic growth rate, with appropriate applicat ion to context  throughout . 
Material is presented in a relevant  and logical way. Some punctuat ion 
and/ or grammar errors may be found, but  the writ ing is clear and 
coherent  overall.  

Evaluat ion – I ndicat ive content  

 • The public sector wage r ises were designed to mot ivate staff and 
improve the quality of service, so should have led to an increase 
in SR/ LRAS, generat ing econom ic growth 

• Fitch has said that  the deficit  reduct ion target  is unlikely to be 
met , so austerity policies are unlikely to be the main cause 

• As Ghana arguably specialises in primary products, demand for 
exports is likely to be very price inelast ic, meaning it  is likely that  
the Marshall-Lerner condit ion is not  met  even in the LR 

• Significance:  there has been a 'sharp' r ise in the price of ut ilit ies, 
while the cedi has 'tumbled' so these are likely to be large factors 

 

Level Marks Descriptor 

0 0 No evaluat ive comments. 

1 1-2 For ident ifying evaluat ive comments without  explanat ion/  one evaluat ive 
comment  with explanat ion. 

2 3-4 For evaluat ive comments supported by relevant  reasoning. 

 

 

 



 

Quest ion 
Number 

 Mark 

5 ( c)  • An increase in the price of fuel and ut ilit ies for Ghanaians -  
reducing consumer purchasing power, and increasing fuel poverty 

• I nflat ionary impact  on the economy as cost -push pressures 
increase 

• Lower rates of econom ic growth as firms' product ion costs r ise, 
causing a decrease in Ghana's aggregate supply 

• Decreased internat ional compet it iveness for Ghana's goods and 
services as the costs of product ion/ inflat ion r ises in the economy 

• I ncreased unemployment  as nat ional output  falls 
• Lower government  spending should reduce the fiscal deficit ,  which 

may have posit ive effects on confidence /  credit  rat ing etc. 
 

Con v er sely , can d idat es m ay  ar g u e t h at  as a  m ar k et - o r ien t a t ed  

st r a t eg y  t o  in cr ease com p et i t ion  an d  ef f i cien cy  in  f u e l  an d  u t i l i t y  

p r od u ct ion , t h is st r a t eg y  m ay  p r om ot e econ om ic g r ow t h , 

em p loy m en t  an d  ex po r t s. 

 
Data reference (2 marks)  
e.g. Ghana’s fiscal deficit  is around -7%  in 2013 as shown in Figure 2 (2 
marks)  OR these cuts are necessary as salaries now consume more than 
70%  of tax revenue (2 marks)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 8 )  

Level Mark Descriptor 

Lev el  1  1-2 2 marks for ident ificat ion of two impacts 

Lev el  2  3-4 2 marks for ident ificat ion of two impacts;  2 for applicat ion as indicated 
above 

Lev el  3  5-8 2 marks for ident ificat ion of two impacts;  2 for applicat ion as indicated 
above and 4 for analysis  

 

Quest ion 
Number 

 Mark 

5 ( d )   ( 1 6 )  

Knowledge, Applicat ion and Analysis – I ndicat ive content   

 Candidates may be rewarded for argument  that  the level of debt  is 
significant , or that  it  is not , and use reverse arguments in evaluat ion.  

• Understanding of public sector debt  
 

The level of debt  is significant :  
• The downgrading of the count ry's credit  rat ing may mean that  

investors are less willing to buy gilts, meaning the government  
becomes less able to finance its debt , or has to pay higher rates 
of interest  on its debt  

• May lead to the crowding out  of private sector consumpt ion and 
investment  

• Rising costs of debt  service means a r ising opportunity cost  
• Debt  has r isen to around 50%  of GDP 
• The money has been spent  on current  rather than capital 

expenditure, meaning that  no future r ise in product ive capacity /  
real GDP /  tax revenue can be expected to help pay off the debt  

• Further austerity measures are 'polit ically difficult ' to take 
• I nequitable to future generat ions 
• Expansionary fiscal policy becomes less effect ive in st imulat ing 

the economy if necessary (Ricardian equivalence argument )  
• I f the loans are in hard currency, then a weakening cedi will raise 

their value 

 

 



Level Marks Descriptor 

0 0 A completely inaccurate response. 

1 1-3 Shows some awareness of the significance of the level of debt . 
Material presented is often irrelevant  and lacks organisat ion. Frequent  
punctuat ion and/ or grammar errors are likely to be present  and the 
writ ing is generally unclear.  

2 4-6 Understanding and explanat ion of the significance of the level of debt . 
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 explanat ion of the significance of the level of 
debt  with appropriate applicat ion to context  throughout . 
Material is presented in a relevant  and logical way. Some punctuat ion 
and/ or grammar errors may be found, but  the writ ing is clear and 
coherent  overall.  

Evaluat ion – I ndicat ive content  

 The level of debt  isn't  significant :  
• The count ry has been able to achieve st rong econom ic growth of 

7% , and has grown quicker than the average for Sub-Saharan 
Afr ican econom ies every year since 2008 

• Debt  equal to 50%  of GDP is not  an unsustainable level compared 
to some eurozone econom ies, or the cr iter ia for debt  forgiveness 
under the HI PC init iat ive 

• Some measures have already been taken to reduce the deficit ,  for 
example cut t ing subsidies and int roducing a new corporate tax, 
which may reduce debt  in the future 

• The high rate of inflat ion is likely to erode the real value of the 
debt  ( if issued in cedi)  

• The liberalisat ion of internat ional capital markets reduces the 
chances of crowding out  occurr ing to any significant  extent  

 

Level Marks Descriptor 

0 0 No evaluat ive comments. 

1 1-3 For ident ifying evaluat ive comments without  explanat ion /  one evaluat ive 
comment  with explanat ion. 

2 4-6 For evaluat ive comments with lim ited explanat ions. 

3 7-8 For evaluat ive comments supported by relevant  reasoning. 
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