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Gen er a l  Mar k in g  Gu id an ce  
  
  

•                     All candidates m ust  receive the sam e t reatm ent .  
Exam iners m ust  m ark the first  candidate in exact ly the 
sam e way as they m ark the last .  

•            Mark schem es should be applied posit ively. 
Candidates m ust  be rewarded for what  they have shown 
they can do rather than penalised for om issions.  

•                     Exam iners should m ark according to the m ark 
schem e not  according to their percept ion of where the 
grade boundaries m ay lie.  

•                     There is no ceiling on achievem ent . All m arks on 
the m ark schem e should be used appropriately.  

•            All the m arks on the m ark schem e are designed to be 
awarded. Exam iners should always award full m arks if 
deserved, i.e. if the answer m atches the m ark schem e.  
Exam iners should also be prepared to award zero m arks if 
the candidate’s response is not  worthy of credit  according 
to the m ark schem e.  

•             Where som e judgem ent  is required, m ark schem es 
will provide the principles by which m arks will be awarded 
and exem plificat ion m ay be lim ited.  

•                     When exam iners are in doubt  regarding the 
applicat ion of the m ark schem e to a candidate’s response, 
the team  leader m ust  be consulted.  

•                     Crossed out  work should be m arked UNLESS the 
candidate has replaced it  with an alternat ive response.  

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



* * 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  possib le 

r esp on ses.  Th er ef o r e, r ew ar d  an aly si s w h ich  i s 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 i ed  in  t h e m ar k  

sch em e. 

 

Quest ion 
Num ber 

Answer 
 

Mark 

1  ( a)   • Understanding of world t rade pat terns 

• Understanding of the em erging and the 
developing econom ies /  rapidly growing 
econom ies (e.g. China, I ndia, other SE 
Asian nat ions, m any of the Sub-Saharan 
econom ies etc.)  

 

Possible im pacts could include:  

• Changes in the count r ies that  are net  
exporters and net  im porters as these 
count r ies run t rade surpluses, and 
perhaps m ore developed count r ies run 
t rade deficits 

• Rapidly growing econom ies in Asia tend to 
produce and export  m anufactured goods 
(secondary sector) , whereas those in Sub-
Saharan Afr ica have tendency to produce 
and export  pr im ary products 

• More developed econom ies respond by 
specialising m ore in high- tech secondary 
sector, ter t iary and quaternary sector 
goods and services 

• More developed econom ies tend to m ove 
to im port ing m ore goods and export ing 
m ore services 

• an increase in overall size of t rade flows 
• an increase in proport ion of world t rade 

conducted by developing /  em erging 
econom ies;   

• an increase in t rade deficit s and surpluses 
for individual count r ies;   

• an increase in investm ent  flows to and 
from  developing/ em erging count r ies. 
 

Evaluat ive com m ents could include:  

• Prior it isat ion of im pacts 

• Different  im pacts m ore or less im portant  

for different  rapidly growing econom ies 

• SR vs LR dist inct ion between likely im pact  

• There are som e except ions to the above 

generalisat ions, and different  regions of 

count r ies m ay vary 
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Quest ion 
Num ber 

Answer 
 

Mark 

1  ( b )  • Understanding of specialisat ion (on m acro 
scale)  

 
Possible benefit s could include:  

• I f specialisat ion is according to the law of 
com parat ive advantage, t rade will allow 
econom ies to access points outside their  
PPFs 

o Diagram m at ic or m athem at ical 
illust rat ion of the Law of 
Com parat ive Advantage 

• I ncreased econom ies of scale results in 
lower LRAC for a count ry, leading to 
increased internat ional com pet it iveness 

• Lower pr ices for goods and services, 
leading to lower global inflat ion rates 
(welfare gain through t rade)  

• To the extent  that  this leads to m ore 
internat ional t rade, this m ay im prove a 
count ry's t rade balance, and generate 
econom ic growth and em ploym ent  

 

Evaluat ive com m ents could include:  

• Prior it isat ion of benefit s 

• Weaknesses in the com parat ive advantage 

m odel;  e.g. ignores t ransport  costs 

• I ncreased vulnerabilit y to external shocks 

(e.g. changes in com m odity pr ices)  

• I f the count r ies are specialising in pr im ary 

products, the Singer-Prebisch Hypothesis 

im plies that  term s of t rade in LR will fall 

• Discussion of the extent  to which whole 

count r ies can specialise 

• Benefit s m ight  depend on whether it  is a 

developing or developed econom y, and 

hence what  it  is specialising in 
• Danger of st ructural unem ploym ent   

• Over-dependency on im ports of other 

products;  count r ies m ay lack finance to 

pay for im ports e.g. foreign currency gap 

• Possibilit y of deter iorat ing term s of t rade 

for som e count r ies 

• Trade will only m utually benefit  China and 

I ndia after specialisat ion if term s of t rade 

lies between two opportunity cost  rat ios 

 

NB Aw ar d  m ax im u m  o f  2 0  m ar k s ( Lev el  4 )  

i f  a  can d id at e d oes n o t  r e f er  t o  a  cou n t r y  o r  

cou n t r ies in  t h e i r  r esp on se. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

         

 

 

 

         ( 2 5 )  

 



Quest ion 
Num ber 

Answer  
 

Mark 

2  ( a)  • Understanding of fair  t rade schem es 
 

Possible benefit s could include:  

• Higher pr ices paid to coffee producers:  
increasing their average incom es and 
standard of liv ing, and reducing rates     
of absolute poverty 

• Minim um  order quant it ies and m inim um  
prices agreed in advance:  give producers 
m ore confidence and leading to increased 
investm ent  

• Enforcem ent / educat ion as to m ore ethical 
product ion m ethods, e.g. no child labour, 
leading to m ore schooling /  m uch higher 
standards of liv ing or developm ent  

• I f the fair  t rade prem ium  is spent  by the 
com m unity on any chosen com m unity 
project , it  m ight  im prove the standards of 
hum an capital,  technology, infrast ructure. 
This would lead to higher levels of hum an 
developm ent  for these com m unit ies 

• Fewer negat ive product ion externalit ies as 
less dam age to the environm ent  will occur 
through producing coffee beans 

• Producers receive quicker paym ent  for 
their produce 

• Sustainable product ion techniques/ organic 
farm ing m ethods 

• An increase in em ploym ent  and reduct ion 
in ext rem e poverty 

• Fair t rade prem ium  can help farm ers to 
diversify e.g. into tourism  or m ove up 
value chain. 

 

Possible evaluat ive com m ents could include:  

• Coffee is only one of the products the 

count r ies produce, therefore any effect  

m ay not  be that  significant  

• The effect  depends on how m uch of the 

ext ra m oney paid by the end consum er 

reaches the farm ers;  m uch m ay be kept  

by the retailer   

• Could create a dependency culture as the 

farm ers becom e dependent  on the ext ra 

earnings received from  the fair  t rade 

schem e 

• The cooperat ives incur cert ificat ion and 

inspect ion fees, and costs in m eet ing the 

fair  t rade polit ical standards, while the 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



farm ers incur addit ional product ion costs, 

e.g. not  using GM crops 

• Farm ers are often unable to sell all of 

their harvest  as fair  t rade cert ified 

• Fair t rade farm ers forced to sell through 

m onopsonist  cooperat ive, which m ay be 

inefficient  or corrupt ;  they cannot  choose 

the buyer who offers the best  pr ice 

• I n order to join fair  t rade, cooperat ives 

m ust  m eet  quality and polit ical standards 

which m eans farm ers m ust  be relat ively 

skilful,  educated and r ich. This m ay lead 

to exclusion of the poorest  farm ers from  

the schem e who then find it  hard to find 

m arkets for their produce if superm arkets 

increasingly only stock fair  t rade coffee 

• Corrupt ion within cooperat ives m ay lim it  

the posit ive im pact  of fair  t rade 

• I f fair  t rade farm ers are paid higher pr ices 

and given advice on bet ter techniques, it  

will lead to increased supply being sold on 

the global m arket . As dem and for coffee is 

highly pr ice inelast ic an increase in supply 

m eans large fall in m arket  pr ice, so while 

a m inorit y of fair  t rade farm ers get  higher 

pr ice, far m ore receive a lower pr ice. 
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Quest ion 
Num ber 

Answer 
 

Mark 

2  ( b )  • Understanding of free t rade area 
 

Likely effects of joining COMESA could include:  

• Reduct ion in t rade barr iers with the other 
m em ber count r ies, leading to increased 
t rade between Ethiopia, Uganda and the 
other m em bers 

• I f net  exports increase, this leads to an 
increase in aggregate dem and, and likely 
econom ic growth and developm ent  

• Jobs m ay be created in export  indust r ies, 
leading to higher average incom es 

• Growth leads to an im provem ent  in 
governm ent  finances, which could be 
spent  on the populat ion 

• I ncreased variety of products available for 
consum ers in the count r ies, leading to a 
higher standard of liv ing 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 



• More com pet it ion from  foreign firm s 
forces Ugandan and Ethiopian firm s to 
becom e allocat ively and product ively 
efficient  

• Ethiopia and Uganda m ay see a r ise in 
inward FDI   

• Lower pr ice of im ports from  m em ber 
count r ies, m ay increase consum ers’ 
purchasing power and consum er surplus. 
Firm s who im port  raw m aterials will 
exper ience a fall in product ion costs 

• More econom ies of scale available to the 
Ethiopian and Ugandan firm s as they can 
sell to a larger m arket  

• Possible t rade creat ion – increased 
specialisat ion according to com parat ive 
advantage across the whole t rade bloc, 
leading to higher product ion 

• Mem bership m ight  br ing im provem ents  
in governm ent , the rule of law and state 
inst itut ions. This aids developm ent  and 
reduces barr iers to developm ent  

 
Possible evaluat ion points could include:  

• I t  depends on which econom ies increased 

t rade is with. Neighbours in COMESA are 

likely to be poor count r ies, producing few 

sim ilar goods, reducing its effect iveness 

• I t  depends on what  t rade is in:  increased 

product ion of raw, unprocessed prim ary 

products m ay not  be so beneficial 
• The gains will depend on what  proport ion 

of t rade, for Ethiopia and Uganda, will be 

within COMESA com pared to the rest  of 

the world after joining 

• Gains from  free t rade m ay be lim ited due 

to weaknesses of the law of com parat ive 

advantage m odel 

• May cause a r ise in im ports relat ive to 

exports 

• Trade m ay create econom ic growth, but  

this is not  the sam e as developm ent  
• I nfant  indust r ies in Ethiopia and Uganda 

m ay be out -com peted by the established 

firm s in other m em ber count r ies 
• Possible t rade diversion 
• SR vs LR effects 

 
Can d id at es m y  t ak e p osi t i v e ef f ect s as KAA 

an d  n eg at iv e ef f ect s as EV ( an d  v ice v er sa)  
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Quest ion  
Num ber 

Answer 
 

Mark 

3  ( a)  • Understanding of public expenditure 

 

Possible reasons could include:  

• Changes in level of GDP:  during periods of 
econom ic downturn, public expenditure as 
a proport ion of GDP would increase, even 
if it  stayed the sam e or declined at  slower 
rate than GDP 

• Autom at ic stabilisers:  when GDP falls, the 
public expenditure is expected to r ise, as 
m ore people becom e eligible for m eans-
tested and unem ploym ent  benefit s 

• Discret ionary fiscal policy:  governm ent  
m ay decide to spend m ore on a specific 
area, e.g. educat ion or healthcare 

• Ageing populat ion:  m ay require greater 
public spending, for exam ple on state 
pensions, healthcare and social care 

• I ncrease in size of the populat ion:  puts 
pressure on public services 

• I ncreased expectat ions:  populat ions m ay 
expect  a higher standard of healthcare or 
educat ion -  these things m ay be norm al 
or luxury goods ( incom e elast ic)  

• I ncreased interest  paym ents:  as nat ional 
debt  accrues, governm ents have to m ake 
higher interest  paym ents on their debt  

• Global financial cr isis:  m ay have had to 
bail-out  banks  

• Changes in ideological v iew about  role of 
state vs role of the m arket  in an econom y 

• Rise in the tax base ( reducing tax evasion 
and avoidance)  allowing greater spending 
as a proport ion of GDP 

 

Possible evaluat ion points could include:  

• Changes in level of GDP would explain SR 

changes only, as when the econom ic cycle 

changes, count ry could face reverse effect  

• Ageing populat ions im ply less spending is 

required on educat ion and healthcare for 

children;  falling spending in other areas 

• I nterest  paym ents depend on the interest  

rate as well as the am ount  owing. This is 

determ ined by addit ional factors 

• Reasons vary from  count ry to count ry and 

at  different  points in t im e 
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 Quest ion 
Num ber 

Answer 
 

Mark 

3  ( b )  • Understanding of public expenditure 
 

Possible effects could include:  

• As governm ent  spending is a com ponent  
of aggregate dem and, it  m ay decrease – 
negat ive m ult iplier  effect  

• Possible negat ive effects on growth, 
em ploym ent , average incom es and 
standard of liv ing 

• I ncom e inequalit y increases as austerit y 
m easures m ay reduce t ransfer paym ents 

• Less inflat ionary pressures 
• Governm ent  budget  balance m ay im prove 

/  less borrowing required /  econom y m ay 
be able to begin to repay nat ional debt  

• I f spending on infrast ructure/ educat ion/  
health is cut , the product ive potent ial of 
the econom y/ aggregate supply m ay fall 

• Less resource and financial crowding out   
• Less product ivit y in the public sector  
• Lower quality/ quant it y of public services 

 
Evaluat ive com m ents could include:  

• Significance depends on how m uch public 

expenditure decreases by, and how great  

a com ponent  of AD it  was to start  with  
• Size of the m ult iplier effect  
• Public expenditure m ay st ill r ise, it  m ay 

be that  GDP increases at  a quicker rate 
• Effects on the real econom y depend on 

level of spare capacity in the econom y  
• I f tax revenue also falls, governm ent  

budget  balance m ay not  im prove 
• Less crowding out  could m ean aggregate 

dem and does not  fall;  pr ivate investm ent  

and consum pt ion increase 
• I t  depends on what  areas of governm ent  

spending are cut  
• I f spending on benefits/ t ransfer paym ents 

is cut , individuals m ay have m ore of an 

incent ive to work, leading to a decrease 

in unem ploym ent  

 

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 id at e d oes n o t  r e f er  t o  I t a ly  o r  

an o t h er  cou n t r y  in  t h e i r  r esp on se. 

 

Can d id at es m y  t ak e p osi t i v e ef f ect s as KAA 

an d  n eg at iv e ef f ect s as EV ( an d  v ice v er sa)  
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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  b ase 1 5   

Lev el  0  0 • No rewardable m ater ial 

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

• Dem onst rates lim ited understanding with lit t le or no 
analysis 

• At tem pts at  select ing and applying different  econom ic 
ideas are unsuccessful 

• Mater ial presented is often irrelevant  and lacks 
organisat ion. Frequent  punctuat ion and/ or gram m ar 
errors are likely to be present  and the writ ing is 
generally unclear. 
 

Lev el  2  4-6 • Displays elem entary 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 

• Mater ial presented has a basic relevance but  lacks 
organisat ion, but  is generally com prehensible. 
Frequent  punctuat ion and/ or gram m ar errors are 
likely to be present  which affects the clar it y 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 som e 
analysis of issues i.e. answer m ight  lack sufficient  
breadth and depth to be worthy of a higher m ark 

• Shows som e abilit y to apply econom ic ideas and 
relate them  to econom ic problem s 

• Em ploys different  approaches to reach conclusions 
• Mater ial is presented with som e relevance but  there 

are likely to be passages which lack proper 
organisat ion. Punctuat ion and/ or gram m ar 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 

• Dem onst rates an abilit y to select  and apply econom ic 
ideas and to relate them   to econom ic problem s 

• Evidence of som e evaluat ion of alternat ive 
approaches leading to conclusions  

• Mater ial is presented in a generally relevant  and 
logical way, but  this m ay not  be sustained 
throughout . Som e punctuat ion and/ or gram m ar errors 
m ay be found which cause som e 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 

• Dem onst rates an outstanding abilit y to select  and 
apply econom ic ideas to econom ic problem s 

• Evaluat ion is well balanced and cr it ical leading to valid 
conclusions 

• Mater ial is presented in a relevant  and logical way. 
Som e punctuat ion and/ or gram m ar errors m ay 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  b ase 2 5   

Lev el  0  0 • No rewardable m ater ial 

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

• Dem onst rates lim ited understanding with lit t le or no 
analysis 

• At tem pts at  select ing and applying different  econom ic 

ideas are unsuccessful  

• Mater ial presented is often irrelevant  and lacks 
organisat ion. Frequent  punctuat ion and/ or gram m ar 
errors are likely to be present  and the writ ing is 
generally unclear. 
 

Lev el  2  6-10 • Displays elem entary 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 

• Mater ial presented has a basic relevance but  lacks 
organisat ion, but  is generally com prehensible. 
Frequent  punctuat ion and/ or gram m ar errors are 
likely to be present  which affects the clar it y 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 som e 
analysis of issues i.e. answer m ight  lack sufficient  
breadth and depth to be worthy of a higher m ark 

• Shows som e abilit y to apply econom ic ideas and relate 
them  to econom ic problem s 

• Em ploys different  approaches to reach conclusions 
• Mater ial is presented with som e relevance but  there 

are likely to be passages which lack proper 
organisat ion. Punctuat ion and/ or gram m ar 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 

• Dem onst rates an abilit y to select  and apply econom ic 
ideas and to relate them   to econom ic problem s 

• Evidence of som e evaluat ion of alternat ive approaches 
leading to conclusions 

• Mater ial is presented in a generally relevant  and 
logical way, but  this m ay not  be sustained throughout . 
Som e punctuat ion and/ or gram m ar errors m ay be 
found which cause som e 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 

• Dem onst rates an outstanding abilit y to select  and 
apply econom ic ideas to econom ic problem s 

• Evaluat ion is well balanced and cr it ical leading to valid 
conclusions 

• Mater ial is presented in a relevant  and logical way. 
Som e punctuat ion and/ or gram m ar errors m ay be 
found, but  the writ ing is clear and coherent  overall.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



Quest ion 
Num ber 

Answer Mark 

4 ( a)  Knowledge:  fiscal (budget )  deficit  is when the 
governm ent  sp en d in g / ex p en d i t u r e  is m ore 
than governm ent  t ax  r ev en u e  (2)  
 
Applicat ion (1+ 1) :   

• I ndonesian governm ent  have run a budget  
deficit  in each year from  2005 to 2014 (1)  /   

• I n 2014 the deficit  was 2.3%  of GDP (1)  /   
• Other use of the data in Figure 1 (1)  

 
2 m arks for knowledge;  2 m arks for applicat ion /  
data reference 
 

 

 

 

 

 

 

 

 

 

 

( 4 )  

 

Level Mark Descriptor 

Lev el  1  1-2 Up to 2 m arks for knowledge or up to 2 m arks for 
applicat ion 

Lev el  2  3-4 Up to 2m arks for knowledge and/ or up to 2 m arks for 
applicat ion  

 

 



 
 

Quest ion 
Num ber 

 Mark 

4  ( b )   ( 1 2 )  

Knowledge, applicat ion and analysis – indicat ive content  

 
 

• Fall in value of exports, leading to a worsening 
current  account  on the balance of paym ents 
posit ion -  "export  ban will worsen I ndonesia’s 
t rade balance by about  US$6 billion in 2014"  

• A reduct ion in the value of exports would be 
likely to reduce dem and for the I ndonesian 
currency, causing it  to depreciate 

• Fall in the value of exports, put t ing downward 
pressure on aggregate dem and and hence, 
econom ic growth -  "Econom ic growth in 
I ndonesia has fallen to the lowest  level for 
alm ost  five years"  

• Fall in value of exports, hence less em ploym ent  
in m ining indust ry ( labour is der ived dem and)  -  
" tens of thousands of workers m ade redundant"  

• Falling average incom es leading to a lower 
standard of liv ing 

• Reduct ions in governm ent  tax revenue, leading 
to worsening of the governm ent  budget  balance 
-  "Governm ent  will lose US$6.5 billion in tax 
revenue over the period from  2014 to 2017" 

• May lead to the diversificat ion of I ndonesia's 
econom y, and in part icular the m ovem ent  to 
higher 'value-added' product ion, e.g. "prom ote 
the developm ent  of processing indust r ies"  

 
Can d id at es m y  t ak e p osi t i v e ef f ect s as KAA 

an d  n eg at iv e ef f ect s as EV ( an d  v ice v er sa)  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Level Marks Descriptor 

0 0 A com pletely inaccurate response. 

1 1-3 Shows som e awareness of the effects of the ban with 
lim ited explanat ion. The m aterial presented is often 
irrelevant  and lacks organisat ion. Frequent  punctuat ion 
and/ or gram m ar errors are likely to be present  and the 
writ ing is generally unclear. 

2 4-6 Understanding and explanat ion of the effects of the ban. 
Mater ial is presented with som e relevance but  there are 
likely to be passages which lack proper organisat ion. 
Punctuat ion and/ or gramm ar errors are likely to be 
present  which affect  the clar ity and coherence. 

3 7-8 Clear understanding and explanat ion of the effects of 
the ban with appropr iate applicat ion to context . 
Mater ial is presented in a relevant  and logical way. 
Som e punctuat ion and/ or gram m ar errors m ay be 
found, but  the writ ing is clear and coherent  overall.  

 



 
 
 
 
 
 

 

Evaluat ion – indicat ive content  

 • I f diversificat ion is successful then growth and 
developm ent  m ay be sacr ificed in the SR, but  
increased in the LR 

• Link to Prebisch-Singer Hypothesis 
• Com m ents on the significance of the figures 

given -  num bers seem  fair ly large, but  som e 
are vague, e.g. 'tens of thousands' 

• I t  depends how long the ban rem ains in place 
for -  lit t le inform at ion is given  

• From  Figure 2, growth has only slowed slight ly;  
growth slowing before the export  ban cam e into 
force, perhaps other factors are m ore im portant  
here? 
 

 

Level Marks Descriptor 

0 0 No evaluat ive com m ents. 

1 1-2 For ident ifying evaluat ive com m ents without  
explanat ion. 

2 3-4 For evaluat ive com m ents supported by relevant  
reasoning. 

Quest ion 
Num ber 

Answer Mark 
 
 

 

4  ( c)  

 

Kn ow led g e an d  an a ly sis o f  2  r eason s ( u p  t o  6  –

2  r eason s x  3  m ar k s each ) :   

 
I dent ificat ion of reason (1)  +  developm ent  (up to 2) :  
 

• I ncreases in the interest  rate  
• Lower pr ices for com m odit ies that  I ndonesia 

exports 

• Higher global oil pr ices when I ndonesia is a  
net  im porter of oil 

• Weak currency m akes im ports of all raw 
m aterials and com ponents m ore expensive, 
raising firm s' product ion costs 

• Problem s with the count ry's infrast ructure 
and/ or educat ion system  

 
On e ap p l i cat ion  from  Figure 2 only:  for  e.g., real 
GDP growth rate 5%  in 2014 (2)  
 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

        ( 8 )  

 



Quest ion 
Num ber 

 Mark 

4 ( d )   ( 1 6 )  

Knowledge, applicat ion and analysis – indicat ive content  

 • Figure 1 shows that  Governm ent  has run a 

budget  deficit  for a num ber of years, and 

lately this has r isen in size, suggest ing that  

cut t ing spending m ay be necessary 

• Cut t ing the subsidy would allow m oney to be 

spent  on other areas – “help to im prove 

infrast ructure and educat ion in the count ry’’ 

– that  could create either m ore growth, or 

m ore long- term  growth (opportunity cost )  

• Cut t ing governm ent  spending m ight  reduce 

the extent  to which crowding out  occurs in 

the I ndonesian econom y 

• The subsidy has led to a greater t rade deficit  

for I ndonesia, “ subsidy has led to a greater 

usage of fuel, increasing im ports’’:  so cut t ing 

it  would help this to narrow again 

• Would force I ndonesian fuel producers to be 

m ore efficient  

• Reduct ion in negat ive externalit ies related 

with use of fuel e.g. air  pollut ion and road 

congest ion;  energy consum pt ion in hom es 

• I m proved governm ent  finances m ay lead to 

tax cuts 

 

 

Level Marks Descriptor 

0 0 A com pletely inaccurate response. 

1 1-3 Shows som e awareness of the case for abolishing the 
subsidy with lim ited explanat ion. 
Mater ial presented is often irrelevant  and lacks 
organisat ion. Frequent  punctuat ion and/ or gram m ar 
errors are likely to be present  and the writ ing is 
generally unclear. 

2 4-6 Understanding and explanat ion of the case for 
abolishing the subsidy. 
Mater ial is presented with som e relevance but  there are 
likely to be passages which lack proper organisat ion. 
Punctuat ion and/ or gram m ar errors are likely to be 
present  which affect  the clar ity and coherence. 

3 7-8 Clear understanding and explanat ion of the case for 
abolishing the subsidy with appropriate applicat ion to 
context .  
Mater ial is presented in a relevant  and logical way. 
Som e punctuat ion and/ or gram m ar errors m ay be 
found, but  the writ ing is clear and coherent  overall.  

 



 

Evaluat ion – indicat ive content  

 • Governm ent  spending should not  be cut  when 

growth is falling (Figure 2)  and unem ploym ent  

is r ising, as this would exacerbate both things 

(as per the Keynesian argum ent )  

• Rem oving the subsidy would lead to inflat ion, 

reducing consum ers' purchasing power and 

real incom es 

• The subsidy m eans I ndonesians pay a fixed 

price for power, helping them  to budget  and 

afford a necessity item  

• Other factors have cont r ibuted to I ndonesia's 

t rade deficit  and not  j ust  the fuel subsidy, e.g. 

high global oil pr ices 

• I m port ing lots of oil helps keep currency weak, 

m aking I ndonesia's exports internat ionally 

com pet it ive, and reducing dem and for im ports 

 

 

Level Marks Descriptor 

0 0 No evaluat ive com m ents. 

1 1-3 For ident ifying evaluat ive com m ents without  
explanat ion. 

2 4-6 For evaluat ive com m ents with lim ited explanat ions. 

3 7-8 For evaluat ive com m ents supported by relevant  
reasoning. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 
 

Quest ion 
Num ber 

 Mark 

5  ( b )   ( 1 2 )  

Knowledge, applicat ion and analysis – indicat ive content  

 • I m ports into the eurozone becom e relat ively 
cheaper, m eaning quant ity dem anded r ises 

• Exports from  the eurozone becom e relat ively 
m ore expensive, m eaning quant ity dem anded 
decreases 

• Depending on the PED of im ports and exports, 
we would expect  the eurozone's t rade balance 
to worsen 

• Downward pressure on aggregate dem and in 
the eurozone, leading to downward pressure  
on econom ic growth – “Eurozone real GDP 
increased by only 0.2%  in the first  quarter of 
2014”  

• Less em ploym ent  in export  indust r ies, and 
dem and for exports falls ( labour is a derived 
dem and)  

• Falling cost -push inflat ionary pressures, as the 
price of im ported raw m aterials /  com ponents 
falls for eurozone firm s – “Eurozone inflat ion 
fell to a near 5-year low of 0.4%  in July 2014, 
caused by falls in food, alcohol, tobacco and 
energy pr ices”  

 

Quest ion 
Num ber 

Answer Mark 
 
 

5  ( a)  Knowledge:  appreciat ion is the st rengthening/ an 
increase in the v alu e/ p r i ce  of one currency i n  

t er m s o f  an o t h er  cu r r en cy  (2)   
 
Applicat ion -  two exam ples from  Figure 2 or Ext ract  
1 (1 +  1) :  

• " the euro has st rengthened m ore than 5%  
against  the dollar  between 2013 and 2014" 
(1)  

• From  April 2013 to May 2014, the euro has 
appreciated from  being worth j ust  over $1.28 
to over $1.39 /  by 10 cents (1)  

• Other relevant  use of the data (1)  
 
2 m arks for knowledge, 2 for applicat ion /  data 
reference 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

          ( 4 )  

Level Marks Descriptor 

Lev el  1  1-2 Up to 2 m arks for knowledge or up to 2 m arks for 
applicat ion 

Lev el  2  3-4 Up to 2 m arks for knowledge and/ or up to 2 m arks for 
applicat ion  

 



• Falling dem and-pull inflat ionary pressures, as 
aggregate dem and faces downward pressure 
from  falling aggregate dem and – “ stop already 
cause low inflat ion in the Eurozone to fall even 
further”  

• Less inward FDI  and m ore outward FDI :  could 
worsen the financial account  posit ion 
 

Level Marks Descriptor 

0 0 A com pletely inaccurate response. 

1 1-3 Shows som e awareness of the likely effects of a st rong 
euro. 
Mater ial presented is often irrelevant  and lacks 
organisat ion. Frequent  punctuat ion and/ or gram m ar 
errors are likely to be present  and the writ ing is 
generally unclear. 

2 4-6 Understanding and explanat ion of the likely effects of a 
st rong euro. 
Mater ial is presented with som e relevance but  there are 
likely to be passages which lack proper organisat ion. 
Punctuat ion and/ or gram m ar errors are likely to be 
present  which affect  the clar ity and coherence. 

3 7-8 Clear understanding and explanat ion of the likely effects 
of a st rong euro, with appropriate applicat ion to 
context .  
Mater ial is presented in a relevant  and logical way. 
Som e punctuat ion and/ or gram m ar errors m ay be 
found, but  the writ ing is clear and coherent  overall.  

 

Evaluat ion – indicat ive content  

 • I m portance of the PED of im ports and exports /  
Marshall-Lerner condit ion /  possible 'J-curve' 
effect  

• Euro has depreciated against  pound ster ling, 
and UK is eurozone's largest  t rading partner, 
m eaning that  t rade balance m ay not  worsen as 
expected 

• Euro depreciat ing against  the $US in 2014 
• Euro/ yen and euro/ RMB exchange rates are 

also im portant  in determ ining overall effect    
on t rade balance 

• Effects on AD depend on how significant  net  
t rade is as a com ponent  of AD in eurozone, and 
what  proport ion of t rade is with the UK, US and 
other count r ies 

• Effects depend on the size of m ult iplier  effect  
and level of spare capacity in the eurozone 

• Other factors m ay be m ore significant  on the 
perform ance of Eurozone econom ies such as 
the extent  fiscal austerity is eased, consum er 
and business confidence, m onetary policy etc. 

 

 



• Depends on how long the value of the euro 
rem ains st rong 
 

Level Marks Descriptor 

0 0 No evaluat ive com m ents. 

1 1-2 For ident ifying evaluat ive com m ents without  explanat ion. 

2 3-4 For evaluat ive com m ents supported by relevant  reasoning. 
 
 
 
 

 
 
 
 
 
 
 
 
 

Quest ion 
Num ber 

Answer Mark 
 

 

5  ( c)  

 

Kn ow led g e an d  an a ly sis o f  2  e f f ect s ( u p  t o  6  –

2  r eason s x  3  m ar k s each ) :   

 
I dent ificat ion of an effect  (1)  +  developm ent  (up to 
2) :  
 

Likely effects:  

• An increase in consum pt ion, as there is less 
incent ive to save, and borrowing is cheaper 

• An increase in pr ivate investm ent , as banks have 
m ore incent ive to lend, borrowing is cheaper 

• I ncreases in consum pt ion and investm ent  m ay 
lead to a st rengthening of aggregate dem and, 
with posit ive m ult iplier effects 

• I ncreases in investm ent  m ay also increase 
aggregate supply /  the product ive potent ial of 
the eurozone econom ies 

• I ncreases in AD and AS are likely to lead to 
econom ic growth, falling unem ploym ent , r ising 
average incom es, and r ising standards of liv ing 

• Dem and-pull inflat ionary pressures would be 
expected to r ise 

• The euro would be likely to depreciate as the 
relat ive interest  rate fell 

• Capital likely to leave the eurozone as deposit  
rate turns negat ive and confidence falls 

 
On e ap p l i cat ion :  The ECB's m ain interest  rate was 
cut  to a record low of 0.15%  /  the deposit  rate was 
cut  to -0.1%  (2)  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

          ( 8 )  

 



Quest ion 
Num ber 

 Mark 

5  ( d )   ( 1 6 )  

Knowledge, applicat ion and analysis – indicat ive content  

 • Understanding of quant itat ive easing (QE)  
 

• The inflat ion rate is well below target , and has 
been falling   

• Deflat ion would be very dam aging for the 
eurozone 

• Growth rates in eurozone as a whole, and in 
individual econom ies have been disappoint ing 

• QE would be expected to halt  the appreciat ion 
of the euro, im proving the internat ional pr ice 
com pet it iveness of eurozone exports, and 
reducing the price com pet it iveness of im ports 
to the eurozone 

• QE is required to increase liquidity in capital 
m arkets, so enabling firm s and households to 
access loans m ore easily  

• The need for increased consum pt ion and 
investm ent  to st im ulate econom ic growth 

• I nterest  rate cut  to a record low, so QE was 
needed as a different  m onetary tool to spur 
growth and avoid deflat ionary pressures 

 

 

Level Marks Descriptor 

0 0 A com pletely inaccurate response. 

1 1-3 Shows som e awareness of the case for int roducing QE. 
Mater ial presented is often irrelevant  and lacks 
organisat ion. Frequent  punctuat ion and/ or gram m ar 
errors are likely to be present  and the writ ing is 
generally unclear. 
 

2 4-6 Understanding and explanat ion of the case for 
int roducing QE. 
Mater ial is presented with som e relevance but  there are 
likely to be passages which lack proper organisat ion. 
Punctuat ion and/ or gram m ar errors are likely to be 
present  which affect  the clar ity and coherence. 
 

3 7-8 Clear understanding and explanat ion of the case for 
int roducing QE, with appropriate applicat ion to context . 
Mater ial is presented in a relevant  and logical way. 
Som e punctuat ion and/ or gram m ar errors m ay be 
found, but  the writ ing is clear and coherent  overall.  
 

 
 
 
 
 
 

 



Evaluat ion – indicat ive content  

 • The euro has already depreciated against  the 
pound ster ling without  QE 

• QE will be less effect ive if problem  is low dem and 
for credit  rather than low supply. I f the issue was 
low supply, the ECB's previous policies would have 
addressed this 

• Falls in the inflat ion rate are, to an extent ,  dr iven 
by the external factors (e.g. falling global energy 
prices) . QE would not  stop the external cost -push 
deflat ionary pressures 

• Consum pt ion and investm ent  less likely to r ise if 
confidence is low 

• Effects depend on the size of the m ult iplier effect  
and the level of spare capacity in the eurozone 

• Effect iveness of QE in other econom ies where it  
has been used has been fair ly uncertain 

• An increase in the rate of inflat ion associated with 
the increase in m oney supply 

• Expansionary fiscal policy could perhaps be m ore 
effect ive in boost ing growth and inflat ion 
 

 

Level Marks Descriptor 

0 0 No evaluat ive com m ents. 

1 1-3 For ident ifying evaluat ive com m ents without  explanat ion. 

2 4-6 For evaluat ive com m ents with lim ited explanat ions. 

3 7-8 For evaluat ive com m ents supported by relevant  reasoning. 
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