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No part of this product may be reproduced in any form or by any electronic 
or mechanical means, including information storage and retrieval systems, 
without written permission from the IB.

Additionally, the license tied with this product prohibits commercial use of 
any selected files or extracts from this product. Use by third parties, 
including but not limited to publishers, private teachers, tutoring or study 
services, preparatory schools, vendors operating curriculum mapping 
services or teacher resource digital platforms and app developers, is not 
permitted and is subject to the IB’s prior written consent via a license. More 
information on how to request a license can be obtained from http://
www.ibo.org/contact-the-ib/media-inquiries/for-publishers/guidance-for-
third-party-publishers-and-providers/how-to-apply-for-a-license.

Aucune partie de ce produit ne peut être reproduite sous quelque forme ni 
par quelque moyen que ce soit, électronique ou mécanique, y compris des 
systèmes de stockage et de récupération d’informations, sans l’autorisation 
écrite de l’IB.

De plus, la licence associée à ce produit interdit toute utilisation 
commerciale de tout fichier ou extrait sélectionné dans ce produit. 
L’utilisation par des tiers, y compris, sans toutefois s’y limiter, des éditeurs, 
des professeurs particuliers, des services de tutorat ou d’aide aux études, 
des établissements de préparation à l’enseignement supérieur, des 
fournisseurs de services de planification des programmes d’études, des 
gestionnaires de plateformes pédagogiques en ligne, et des développeurs 
d’applications, n’est pas autorisée et est soumise au consentement écrit 
préalable de l’IB par l’intermédiaire d’une licence. Pour plus d’informations 
sur la procédure à suivre pour demander une licence, rendez-vous à 
l’adresse http://www.ibo.org/fr/contact-the-ib/media-inquiries/for-publishers/
guidance-for-third-party-publishers-and-providers/how-to-apply-for-a-
license.

No se podrá reproducir ninguna parte de este producto de ninguna forma ni 
por ningún medio electrónico o mecánico, incluidos los sistemas de 
almacenamiento y recuperación de información, sin que medie la 
autorización escrita del IB.

Además, la licencia vinculada a este producto prohíbe el uso con fines 
comerciales de todo archivo o fragmento seleccionado de este producto. El 
uso por parte de terceros —lo que incluye, a título enunciativo, editoriales, 
profesores particulares, servicios de apoyo académico o ayuda para el 
estudio, colegios preparatorios, desarrolladores de aplicaciones y 
entidades que presten servicios de planificación curricular u ofrezcan 
recursos para docentes mediante plataformas digitales— no está permitido 
y estará sujeto al otorgamiento previo de una licencia escrita por parte del 
IB. En este enlace encontrará más información sobre cómo solicitar una 
licencia: http://www.ibo.org/es/contact-the-ib/media-inquiries/for-publishers/
guidance-for-third-party-publishers-and-providers/how-to-apply-for-a-
license.
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Use the paper-specific markscheme together with the markbands. Award up to the 
maximum marks as indicated. 

Section A 

1. (a) (i) Define the term excess demand indicated in bold in the text
(paragraph ). [2] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Vague definition. 1 
Demand exceeds supply. 

2 Accurate definition. 2
The situation where (at a given price) quantity demanded 
exceeds quantity supplied. 

(ii) Define the term structural unemployment indicated in bold in the text
(paragraph ). [2] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Vague definition. 1 
For an explanation that it is a situation where some workers are 
willing to work (seeking employment) but do not have a job. 

2 Accurate definition. 2
Occurs due to one of the following: 
 a mismatch between skills of workers and the jobs available
 a mismatch between the geographical location of the

workers and the jobs available
 a permanent fall in the demand for a skill (demand for

labour).
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(b) Using a supply and demand diagram and data from the text, explain how a
“disequilibrium in the domestic US tinplate steel market" would occur if there
were no imports (paragraph ). [4] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 There is a correct diagram OR an accurate written response. 1–2 
For drawing a correctly labelled market diagram, with a price 
below the equilibrium, and an excess demand clearly labelled in 
some way OR for an explanation that in the domestic market, 
there is a disequilibrium because there is one of the following: 
 a shortage of 0.9 million tons
 demand of 2.1 million tons and supply of only 1.2 million tons
 only 57% of domestic demand was met.

2 There is a correct diagram AND an accurate written response. 3–4 
For drawing a correctly labelled market diagram, with a price 
below the equilibrium, and an excess demand clearly labelled in 
some way AND for an explanation that in the domestic market, 
there is a disequilibrium because there is one of the following: 
 a shortage of 0.9 million tons
 demand of 2.1 million tons and supply of only 1.2 million tons
 only 57% of domestic demand was met.

Candidates who incorrectly label diagrams can be awarded a maximum of [3]. 

For a supply and demand diagram, the vertical axis should be price or p. The horizontal 
axis should be quantity or q. A title is not necessary. 

Price 

Quantity 

S 

D 

Qs Qd 

    P 
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(c) Using an international trade diagram, explain the effect of a tariff on the imports
of tinplate steel (paragraph ). [4] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 There is a correct diagram OR an accurate written response. 1–2 
For drawing a correctly labelled trade diagram, with an upward 
shift of the world supply curve, an increase in price, and a fall in 
the level of imports OR for an explanation that a tariff will result 
in an increase in the price of tinplate steel and hence a fall in the 
quantity of imports due to an increase in the domestic quantity 
supplied (and/or decrease in quantity demanded). 

2 There is a correct diagram AND an accurate written response. 3–4 
For drawing a correctly labelled trade diagram, with an upward 
shift of the world supply curve, an increase in price, and a fall in 
the level of imports AND for an explanation that a tariff will result 
in an increase in the price of tinplate steel and hence a fall in the 
quantity of imports due to an increase in the domestic quantity 
supplied (and/or decrease in quantity demanded). 

Candidates who incorrectly label diagrams can be awarded a maximum of [3]. 

The use of P and Q on the axes is sufficient for a demand and supply diagram. 
The world supply curve must be labelled Sw, or Sworld. A title is not necessary. 

Q1 Q4 Q2  Q3 

Sd 

Dd 

Sworld Pw 

Pw+t
Sworld + tariff 
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Quantity 
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(d) Using information from the text/data and your knowledge of economics, discuss
possible economic impacts of the tariff on tinplate steel. [8] 

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

Do not award beyond level 2 if the answer does not contain reference to the
information provided.

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Few relevant concepts are recognized. 1–2 
There is basic knowledge/understanding. 

2 Relevant concepts are recognized and developed in reasonable 
depth. 

3–5 

There is clear knowledge/understanding. 
There is some attempt at application/analysis. 

3 Relevant concepts are recognized and developed in reasonable 
depth. 

6–8 

There is clear knowledge/understanding. 
There is effective application/analysis. 
There is synthesis/evaluation, supported by appropriate theory 
and evidence. 

Command term 
“Discuss” requires candidates to offer a considered and balanced review that includes 
a range of arguments, factors, or hypotheses. Opinions or conclusions should be 
presented clearly and supported by appropriate evidence. 
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Responses may include: 

 definition of tariff
 international trade diagram to explain impact of the requested tariff on consumers,

producers, government, importers and efficiency (paragraph ).

Possible impacts: 
 some candidates may question the claims of the CMI, noting that they have a vested

interest in tinplate steel being exempted from a tariff (paragraph )
 severe economic impacts on the tin can manufacturing industry (paragraph )
 job losses and potential structural unemployment in the tin can industry (paragraphs

 and )
 inefficient domestic tinplate steel producers are supported (paragraph ), causing a

misallocation of resources
 the inferior “quality of domestically-produced tinplate steel” (paragraph ) may

result in a decline in quality and higher price of final products
 tariff allows domestic steel tinplate producers to maintain higher revenues / incomes

to allow them to compete with higher quality imports (paragraph )
 higher input prices for can manufacturers may force closures of some can producers

and a consolidation within the tin can industry (paragraph )
 tariff will increase input costs for can manufacturers requiring tinplate steel as an

input (paragraph )
 tin can producers disadvantaged when substitute packaging is not exposed to a

tariff (paragraph )
 impact on economic growth in communities dependent on tin can manufacturing

(paragraph )
 impact on low-income households as tariffs are regressive taxes and food is a

staple; low income households spend a higher proportion of their income on canned
food (paragraph )

 trading partners might retaliate by imposing their own protectionist measures
 tariffs provide a source of tax revenue that can be reinvested
 as domestic production can only meet 57% of domestic demand, it might take

a substantial increase in price to resolve the shortage (paragraph )
 may affect the competitiveness of US exports, which require tin-plate steel as

a factor input.
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2. (a) (i) Define the term appreciation indicated in bold in the text (paragraph ). [2] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Vague definition. 1 
The idea that a currency is worth more or the idea that the 
exchange rate rises. 

2 Accurate definition. 2
An explanation that it is an increase in the value (price) of one 
currency (in terms of another currency) plus one of the following: 
 in a floating exchange rate system
 as a result of a movement in market forces.

(ii) Define the term monetary policy indicated in bold in the text
(paragraph ). [2] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Vague definition. 1 
The idea that is to do with interest rates (or money supply). 

2 Accurate definition. 2
An explanation that it is any two of the following: 
 demand-side policy
 enacted by the central bank
 changes in interest rates
 changes in money supply.
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(b) Using an AD/AS diagram, explain how increased import expenditure might affect
economic growth in the Indian economy (paragraph ). [4] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 There is a correct diagram OR an accurate written response. 1–2 
An AD/AS diagram showing a shift of the AD curve to the left 
and a fall in the level of national income OR an explanation  
that the increased import expenditure will reduce net exports,  
a component of AD, thus reducing AD and reducing economic 
growth. 

2 There is a correct diagram AND an accurate written response. 3–4 
An AD/AS diagram showing a shift of the AD curve to the left 
and a fall in the level of national income AND an explanation 
that the increased import expenditure will reduce net exports,  
a component of AD, thus reducing AD and reducing economic 
growth. 

Candidates who incorrectly label diagrams can be awarded a maximum of [3]. 

For AD/AS, the vertical axis may be price level or average price level.  
The horizontal axis may be output, real output, national output, real national 
output, national income, or real GDP. A title is not necessary. 

Real GDP 
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(c) Using an exchange rate diagram, explain how reducing interest rates might lead
to a fall in the value of the rupee (paragraph ). [4] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 There is a correct diagram OR an accurate written response. 1–2 
An exchange rate diagram showing a shift of the supply curve to 
the right and a fall in the value of the rupee OR an explanation 
that a fall in the interest rate will make saving abroad a better 
option, so increasing the demand for foreign currencies and 
increasing the supply of the rupee on the foreign exchange 
market. 

2 There is a correct diagram AND an accurate written response. 3–4 
An exchange rate diagram showing a shift of the supply curve to 
the right and a fall in the value of the rupee AND an explanation 
that a fall in the interest rate will make saving abroad a better 
option, so increasing the demand for foreign currencies and 
increasing the supply of the rupee on the foreign exchange 
market. 

Candidates may state that reducing interest rates means that overall there has 
been less demand for the rupee because foreign depositors have less incentive 
to deposit their money in Indian banks, thus causing a shift in the demand curve 
to the left and a fall in the value of the rupee. If properly explained, with a correct 
diagram, then this approach may be fully rewarded. 

Candidates who incorrectly label diagrams can be awarded a maximum of [3]. 

For an exchange rate diagram, the vertical axis may be exchange rate, price of 
rupee in another currency, other currency/rupee or other currency per rupee. The 
horizontal axis should be quantity, or quantity of rupee. A title is not necessary. 

Price of rupee 
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(d) Using information from the text/data and your knowledge of economics, discuss
the possible economic consequences of the increasing value of the rupee for India’s
inflation rate, employment, economic growth and current account balance. [8] 

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

Do not award beyond level 2 if the answer does not contain reference to the
information provided.

Command term 
“Discuss” requires candidates to offer a considered and balanced review that 
includes a range of arguments, factors, or hypotheses. Opinions or conclusions 
should be presented clearly and supported by appropriate evidence. 

Responses may include: 
 definitions of appreciation, inflation, employment, economic growth, current

account.

Inflation rate: 
 the inflation rate may decrease due to cost-push deflation caused by lower

prices of imported goods (paragraph )
 the inflation rate may decrease due to cost-push deflation caused by lower

prices of imported raw materials and semi-finished goods (paragraph )
 the central bank may reduce interest rates to lower the value of the rupee

(paragraph ), causing an expansion of AD and demand-pull inflation
 the above points may have an off-setting effect on the level of inflation
 excess liquidity in the financial markets (paragraph ) may also be inflationary
 demand-pull inflation falls due to lower AD since net exports fall.

Employment: 
 increased export prices (paragraph ) may lead to falling demand for exports

(paragraph  and paragraph ) and so an increase in unemployment in
export industries and in industries that compete with imports (due to lower
import prices)

 decreased import prices (paragraph ) may lower costs for firms using
imported raw materials and semi-finished goods, thus lowering prices,
increasing demand, and leading to higher employment.

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Few relevant concepts are recognized. 1–2 
There is basic knowledge/understanding. 

2 Relevant concepts are recognized and developed in reasonable 
depth. 

3–5 

There is clear knowledge/understanding. 
There is some attempt at application/analysis. 

3 Relevant concepts are recognized and developed in reasonable 
depth. 

6–8 

There is clear knowledge/understanding. 
There is effective application/analysis. 
There is synthesis/evaluation, supported by appropriate theory 
and evidence. 
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Economic growth: 
 the overall effect of higher export prices and lower import prices (paragraph

) might lead to a fall in net exports, as explained in (b), causing a fall in
growth

 strong capital inflows (paragraph ) might offset the above if the funds are
used for investment in capital goods as increased investment shifts AD to the
right, causing growth

 a slowdown in exports has slowed economic expansion and real GDP growth
has fallen to 5.7%, the lowest for more than three years (paragraph ).

Current account balance: 
 purchase of reserve assets might be necessary to compensate for the current

account deficit (paragraph )
 higher export prices may lead to reduced export revenue and lower import

prices to increased import expenditure harming the current account balance
 if the central bank reduces the value of the rupee (paragraph ), then the US

may retaliate with protectionist measures that would harm the current account
balance (and employment/economic growth)

 the capital inflows that caused the appreciation (paragraph ) will lead to
future debits under the current account (income flows).

To reach level 3, students must be aware of the particular situation in the Indian 
economy, not just present an evaluation of a high exchange rate in general. 
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Section B 

3. (a) (i) Define the term concessional long-term loans indicated in bold in the text
(paragraph ). [2] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Vague definition. 1 
For stating any one of the following: 
 a form of aid (to finance development projects)
 very low (below market rate) or zero rate of interest
 repayments are stretched over a long time period (25 to 40

years)
 may include a grace period
 may be repayable in local currency.

2 Accurate definition. 2
For stating any two of the following: 
 a form of aid (to finance development projects)
 very low (below market rate) or zero rate of interest
 repayments are stretched over a long time period (25 to 40

years)
 may include a grace period
 may be repayable in local currency.

(ii) Define the term real gross domestic product (GDP) indicated in bold in the text
(paragraph ). [2] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Vague definition. 1 
An explanation that it is national income (output produced in an 
economy. 

2 Accurate definition. 2
The (total) value of all output (goods and services) produced in 
an economy (over a given period of time) adjusted for inflation 
(changes in price level). 
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(b) Explain two possible disadvantages for Bhutan in receiving India’s tied aid
(paragraph ). [4] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 The written response is limited. 1–2 
For an explanation of one disadvantage. 
Possible disadvantages of tied aid include: 
 does not necessarily allow the purchase of the cheapest

products
 may not be invested in a way that increases domestic supply
 may cause a decrease in domestic supply as imports

compete with domestic production
 may not lead to increased employment opportunities
 may be using inferior quality material or labour being supplied

by the donor country
 may limit choice
 may make Bhutan dependent on Indian imports
 may subject Bhutan to political exploitation by India
 may result in inappropriate technology being used.

2 The written response is accurate. 3–4 
For an explanation of two disadvantages. 
Possible disadvantages of tied aid include: 
 does not necessarily allow the purchase of the cheapest

products
 may not be invested in a way that increases domestic supply
 may cause a decrease in domestic supply as imports

compete with domestic production
 may not lead to increased employment opportunities
 may be using inferior quality material or labour being supplied

by the donor country
 may limit choice
 may make Bhutan dependent on Indian imports
 may subject Bhutan to political exploitation by India
 may result in inappropriate technology being used.
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(c) Using a production possibilities curve (PPC) diagram, explain how rising numbers
of university graduates will affect Bhutan’s potential output (paragraph ). [4] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 There is a correct diagram OR an accurate written response. 1–2 
For drawing a correctly labelled PPC diagram showing an 
outward shift of the PPC and indication of the movement from 
one curve to the other OR for an explanation that rising numbers 
of university graduates means an increase in the quality and/or 
quantity of labour, thereby causing an increase in Bhutan’s 
potential output. 

2 There is a correct diagram AND an accurate written response. 3–4 
For drawing a correctly labelled PPC diagram showing an 
outward shift of the PPC and indication of the movement from 
one curve to the other AND for an explanation that rising 
numbers of university graduates means an increase in the 
quality and/or quantity of labour, thereby causing an increase in 
Bhutan’s potential output. 

Candidates who incorrectly label diagrams can be awarded a maximum of [3]. 

For a PPC diagram, there must be two goods or groups of goods competing for 
the same resources on the axes. Good X and Good Y are appropriate, but simply 
X and Y are not sufficient. 

Consumption goods 

Capital goods 



– 16 – M19/3/ECONO/SP2/ENG/TZ0/XX/M

(d) Using information from the text/data and your knowledge of economics, evaluate
the government policies being used to promote economic development in Bhutan. [8]

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

Do not award beyond level 2 if the answer does not contain reference to the
information provided.

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Few relevant concepts are recognized. 1–2 
There is basic knowledge/understanding. 

2 Relevant concepts are recognized and developed in reasonable 
depth. 

3–5 

There is clear knowledge/understanding. 
There is some attempt at application/analysis. 

3 Relevant concepts are recognized and developed in reasonable 
depth. 

6–8 

There is clear knowledge/understanding. 
There is effective application/analysis. 
There is synthesis/evaluation, supported by appropriate theory 
and evidence. 

Command term 
“Evaluate” requires candidates to make an appraisal by weighing up the 
strengths and limitations. Opinions and conclusions should be presented clearly 
and supported with appropriate evidence and sound argument. 

Responses may include: 
 definition of economic development
 definition of any of the government policies mentioned in the discussion

(interventionist supply-side policies, diversification, deregulation, etc).

Strengths of policies: 
 may reduce market failure through the provision of hydroelectricity

(paragraph )
 increased power supplies (paragraph )
 exploiting hydropower generates government revenue (paragraph )
 increasing export revenue, helping to achieve high GDP growth rates of 11.7%

(paragraph )
 number of university graduates is growing each year, supporting an increase

in quality of labour (paragraph )
 creation of government jobs reduces unemployment (paragraph )
 government is promoting tourism which may diversify the economy away from

over-reliance on hydroelectricity (paragraph )
 potential growth of private sector with more graduates (paragraph )
 promotion of tourism as an alternative to government employment

(paragraph )
 deregulation leading to increased FDI (paragraph )
 promotion of agriculture as an alternative to government employment

(paragraph ).
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Limitations of policies: 
 overdependence on India for funding, creating a significant government debt,

118% of real GDP (paragraph )
 high debt means burden to future generations (paragraph )
 overdependence on tied aid and Indian companies leading the work

(paragraph )
 the provision of government jobs may lead to crowding out in the private

sector (paragraph )
 returns on investment in human capital may be muted if graduates leave the

country due to the lack of employment opportunities (paragraph )
 emphasis on agriculture may result in limited growth opportunities for exports

in the future, because in competition with many other economies and low
income elasticities of demand for primary products.

To reach level 3, students must clearly link their arguments to specific government 
policies undertaken by the government of Bhutan. 
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4. (a) (i) Define the term absolute poverty indicated in bold in the text (paragraph ). [2]

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Vague definition. 1 
The idea that it is when a person struggles to survive OR that 
income is below a certain threshold level (such as $1.90 per 
day). 

2 Accurate definition. 2
An explanation that it is when people live below a certain level of 
income that is necessary to meet basic needs. 

(ii) Define the term foreign direct investment (FDI) indicated in bold in the text
(paragraph ). [2] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Vague definition. 1 
The idea that it is investment between countries. 

2 Accurate definition. 2
An explanation that it is any two of the following: 
 long-term investment in another country
 investment by a multinational corporation (MNC)
 investment in another country representing at least 10%

ownership
 investment in productive facilities.
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(b) Explain two reasons why Chinese companies may have been attracted into Peru
(paragraph ). [4] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 The written response is limited. 1–2 
For explaining one of the following reasons: 
 sensible macroeconomic policies promote a stable business

environment
 reforms of environmental regulations designed to increase

investment
 rising employment and/or income increases the potential

sales of Chinese Companies
 Peru’s government is expected to increase public investment,

making it easier for Chinese companies to move goods and
resources, reducing costs

 low political risk reduces uncertainty and promotes a stable
business environment

 access for Chinese companies to geographically-specific
resources to increase production

 lower wages of workers.
2 The written response is accurate. 3–4 

For explaining any two of the following reasons: 
 sensible macroeconomic policies promote a stable business

environment
 reforms of environmental regulations designed to increase

investment
 rising employment and/or income increases the potential

sales of Chinese Companies
 Peru’s government is expected to increase public investment,

making it easier for Chinese companies to move goods and
resources, reducing costs

 low political risk reduces uncertainty and promotes a stable
business environment

 access for Chinese companies to geographically-specific
resources to increase production

 lower wages of workers.
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(c) Using a poverty cycle diagram, explain how increased foreign direct investment
might break the cycle (paragraph ). [4] 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 There is a correct diagram OR an accurate written response. 1–2 
For drawing a poverty cycle diagram (including investment), 
beginning and ending in an indicator of poverty OR an 
explanation of how FDI will break the cycle (by closing the 
savings gap which would increase the level of investment, by 
providing employment opportunities which raise income). 

2 There is a correct diagram AND an accurate written response. 3–4 
For drawing a poverty cycle diagram (including investment), 
beginning and ending in an indicator of poverty AND an 
explanation of how FDI will break the cycle (by closing the 
savings gap which would increase the level of investment, by 
providing employment opportunities which raise income). 

Example of poverty cycle (any cycle, starting and ending with an indicator of poverty, is 
acceptable): 
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(d) Using information from the text/data and your knowledge of economics,
evaluate the factors that may allow Peru to continue to achieve high rates of
economic growth in the future. [8] 

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

Do not award beyond level 2 if the answer does not contain reference to the
information provided.

Command term 
“Evaluate” requires candidates to make an appraisal by weighing up the 
strengths and limitations. Opinions and conclusions should be presented clearly 
and supported with appropriate evidence and sound argument. 

Level Marks 
0 The work does not meet a standard described by the descriptors 

below. 
0 

1 Few relevant concepts are recognized. 1–2 
There is basic knowledge/understanding. 

2 Relevant concepts are recognized and developed in reasonable 
depth. 

3–5 

There is clear knowledge/understanding. 
There is some attempt at application/analysis. 

3 Relevant concepts are recognized and developed in reasonable 
depth. 

6–8 

There is clear knowledge/understanding. 
There is effective application/analysis. 
There is synthesis/evaluation, supported by appropriate theory 
and evidence. 
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Responses may include: 

 definition of economic growth.

Factors affecting economic growth: 
 deregulation should increase investment (paragraph ) and so will lead to an

increase in AD and thus economic growth, however, there are the dangers of
pollution and poorer working conditions (paragraph )

 growth could be limited if loose environmental regulations cause, for example,
pollution that harms health and therefore workers' productivity (paragraph )

 growth in employment and income (paragraph ) should lead to increases in
consumption and so AD, however, this will only continue if the economy keeps
growing

 higher mining export volumes (paragraph ) should continue to provide
economic growth, however, this will be dependent on continued growth in the
global economy

 FDI (paragraph ) could fill the investment gap, shifting AD and increasing
economic growth, however, FDI has several negative aspects and its
continuation will be dependent on the situation in the economies providing it,
eg “deceleration of China’s economic growth (paragraph )

 free trade (paragraph ), with continued trade surpluses, will provide
continued economic growth, but is once again dependent on the state of the
world economy and on the trade policies of other countries

 increased public investment (paragraph ) should create economic growth,
but will it be enough to outweigh “the lower growth rate in the mining sector
and weak private investment” (paragraph )

 external shocks in commodities prices (paragraph ) could negatively affect
future export earnings

 a further deceleration of China’s economic growth (paragraph ) could affect
demand for commodities from the main trading partner and FDI (paragraph )

 unpredictability in world capital markets (paragraph ) could affect investment
 the threat of tight (contractionary) monetary policy in the US (paragraph )

could lead to a slowdown in the US economy and hence reduce the demand
for commodities from the second main trading partner (paragraph )

 tight (contractionary) monetary policy in the US (paragraph ) could lead to
an outflow of savings to the US, reducing funds available for investment in
Peru.

To reach level 3, students must be aware of the particular situation in the 
economy of Peru, not just present a discussion of growth factors in general. 


