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General Marking Instructions

This mark scheme is intended to ensure that the AS examinations are marked consistently and fairly. 
The mark scheme provides examiners with an indication of the nature and range of candidate responses 
likely to be worthy of credit. It also sets out the criteria which they should apply in allocating marks to 
candidates’ responses. The mark scheme should be read in conjunction with these general marking 
instructions which apply to all papers.

Quality of candidates’ responses
In marking the examination papers, examiners will be looking for a quality of response refl ecting the level 
of maturity which may reasonably be expected of 17-year-olds, which is the age at which the majority of 
candidates sit their AS examinations.

Flexibility in marking
The mark scheme is not intended to be totally prescriptive. For many questions, there may be a number 
of equally legitimate responses and different methods by which the candidates may achieve good marks. 
No mark scheme can cover all the answers which candidates may produce. In the event of unanticipated 
answers, examiners are expected to use their professional judgement to assess the validity of answers. 
If an answer is particularly problematic, then examiners should seek the guidance of the Supervising 
Examiner for the paper concerned.

Positive marking
Examiners are encouraged to be positive in their marking, giving appropriate credit for valid responses 
rather than penalising candidates for errors or omissions. Examiners should make use of the whole of 
the available mark range for any particular question and be prepared to award full marks for a response 
which is as good as might reasonably be expected for 17-year-old candidates. Conversely, marks 
should only be awarded for valid responses and not given for an attempt which is completely incorrect or 
inappropriate.

Types of mark schemes
Mark schemes for questions which require candidates to respond in extended written form are marked 
on the basis of levels of response which take account of the quality of written communication. These 
questions are indicated on the cover of the examination paper. Other questions which require only short 
answers are marked on a point for point basis with marks awarded for each valid piece of information 
provided. Some material may be included in the mark scheme for the benefi t of teachers and pupils 
preparing for future examinations. Candidates are not expected to have provided this information. 
Such material is printed in the mark scheme in italics.

Levels of response
Questions requiring candidates to respond in extended writing are marked in terms of levels of response. 
In deciding which level of response to award, examiners should look for the “best fi t” bearing in mind that 
weakness in one area may be compensated for by strength in another. In deciding which mark within a 
particular level to award to any response, examiners are expected to use their professional judgement. 
The following guidance is provided to assist examiners.

Threshold performance: Response which just merits inclusion in the level and should be 
awarded a mark at or near the bottom of the range.

Intermediate performance: Response which clearly merits inclusion in the level and should be 
awarded a mark at or near the middle of the range.

High performance: Response which fully satisfi es the level description and should be awarded a 
mark at or near the top of the range.
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Marking calculations
In marking answers involving calculations, examiners should apply the “own fi gure rule” so that 
candidates are not penalised more than once for a computational error.

Quality of written communication
Quality of written communication is taken into account in assessing candidates’ responses to all 
questions that require them to respond in extended written form. These questions are marked on the 
basis of levels of response. The description for each level of response includes reference to the quality 
of written communication. Where the quality of candidates’ economics is not matched by the quality of 
written communication, marks awarded will not exceed the maximum for Level 2 in questions which have 
three levels of response or the maximum for Level 3 in those which have four levels of response.

For conciseness, quality of written communication is distinguished within levels of response as follows:

Level 1: Quality of written communication is limited.
Level 2: Quality of written communication is satisfactory.
Level 3: Quality of written communication is of a high standard.

In interpreting these level descriptions, examiners should refer to the more detailed guidance provided 
below:

Level 1 (Limited): The candidate makes only a limited attempt to select and use an appropriate form 
and style of writing. The organisation of material may lack clarity and coherence. There is little use 
of specialist vocabulary. Presentation, spelling, punctuation and grammar may be such that intended 
meaning is not clear.

Level 2 (Satisfactory): The candidate makes a reasonable attempt to select and use an appropriate 
form and style of writing, supported with appropriate use of diagrams as required. Relevant material 
is organised with some clarity and coherence. There is some use of appropriate specialist vocabulary. 
Presentation, spelling, punctuation and grammar are suffi ciently competent to make meaning evident.

Level 3 (High Standard): The candidate successfully selects and uses an appropriate form and 
style of writing, supported with the effective use of diagrams where appropriate. Relevant material is 
organised with a high degree of clarity and coherence. There is widespread use of appropriate specialist 
vocabulary. Presentation, spelling, punctuation and grammar are of a suffi ciently high standard to make 
meaning clear.



415827.01 F

AVAILABLE 
MARKS

Section A

1 A direct tax is a tax levied on income, wealth or profi t paid directly by an individual 
or organisation to the government. Corporation tax is an example of a direct tax. 
An indirect tax is charged to producers for goods and services they produce; they 
will then pass at least a portion of this on to the consumer. VAT and excise duties 
are examples of indirect taxes.

 For accurate defi nition up to [2], for correct use of appropriate example up to [2]. [4] 4

2 In 2023 GNP was £370 bn. 
 In 2024 GNP was £380 bn. 
 Percentage change = £380 bn – £370 bn/£370 bn × 100 = 2.70%

 For 2.70% [3]
 For correct method but error in presentation or calculation up to [2]  [3] 3

3 The real rate of interest is the nominal rate of interest adjusted for infl ation. It may 
be calculated by subtracting the rate of infl ation from the nominal interest rate. In 
the example, it is equal to 3.5% – 10.1% which is –6.6%.

 For correct defi nition up to [2], for correct use of data up to [2].  [4]
 Credit will also be given to candidates who use a defl ator to calculate the real 
 rate of interest.  4

4 The increased number of workers in the UK means there is now a greater 
productive potential. As a consequence, the PPF will shift outwards as shown 
below.

 

Capital 
goods

Consumer
goods

 For explaining why PPF will shift outwards [2]. For correctly drawn diagram 
 illustrating this [2].  [4] 4
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5 The calculations are shown in the table below.

 

Category of Spending Weight 2024 Price Index Weighted Index

Food, Drink and Clothing 35 94 3290

Housing 40 115 4600

Transport and Leisure 25 102 2550

Sum of Weighted Index 10 440

 The sum of the weighted indexes divided by total weight of 100 give the index for 
2024 as 104.4. As 2023 was the base year infl ation is 4.4%.

 For 4.4% [4]. 
For correct method but error in calculation or presentation up to [3].  [4] 4

6 All the data shows that costs have increased. As a consequence, the Short Run 
Aggregate Supply curve will decrease. This is illustrated by an inward movement 
as shown in the diagram below. Consequently, there will be a rise in the price 
level causing infl ation and a fall in output, employment and exports.

 
Y2

SRAS 2Price
level

Real GDP (Y)Y1

AD

PL2

PL1

SRAS 1

LRAS

 Areas for analysis include:
• Defi nition and explanation of infl ation.
• Reference to cost-push infl ation.
• Reference to other macroeconomic objectives.

 Level 1 ([1]–[2])
 A basic response provides an answer that demonstrates:

• Basic knowledge and understanding of relevant terminology, concepts, 
principles and models.

• Basic application of relevant economic principles, terminology, concepts 
and models to the context of the question; limited use of relevant data, and 
diagrams where relevant, to address the issues in the question. 

• Basic analysis; may lack focus. 
• A low quality of written communication.
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 Level 2 ([3]–[4])
 A good response provides an answer that demonstrates:

• Good knowledge and understanding of relevant terminology, concepts, 
principles and models.

• Good application of relevant economic principles, terminology, concepts and 
models to the context of the question; where relevant, data and diagrams are 
used reasonably to address the issues in the question. 

• Good analysis in relation to the impact on economic agents; analysis may 
not be developed fully or may have some inaccuracy at times.

• A good quality of written communication. 

 Level 3 ([5]–[6])
 An excellent response provides an answer that demonstrates:

• Excellent accurate knowledge and understanding of relevant terminology, 
concepts, principles and models. 

• Excellent application of relevant economic principles, terminology, concepts 
and models to the context of the question; where relevant, data and 
diagrams are used effectively to address the issues in the question. 

• Excellent, relevant analysis used accurately and appropriately in relation to 
the impact on economic agents.

• An excellent quality of written communication.  [6] 6

    Section A 25
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7 (a)  If the growth in nominal wages is less than CPI then real wages will fall. 
From the graph we can see the following:

  • Between August 2020 to July 2021 real wages for both private and 
public sector workers rose. In the fi rst quarter public sector real wages 
actually rose by more than private sector real wages-an increase of 
3.4% compared to 1.7%.

  • From July 2021 real wages for public sector workers started to fall and 
they fell for the rest of the time period. 

  • From May to July private sector real wages increased by 7.9% and also 
increased by 1.5% in the next quarter, only starting to fall in Nov 21 and 
continued to fall throughout the period shown.

  • Public sector real wages fell by a greater amount than private sector 
real wages. From February 2022 to January 2023 public sector real 
wages fell by more than 5% in every quarter with the greatest fall being 
8.2% between August and October 2022. By contrast the fall in private 
sector real wages never exceeded 5% in any quarter with the greatest 
fall being 4.2% between August and October 2022.

  [3] for narrative description of data
  [2] for appropriate data manipulation [5]

 (b) The source identifi es 3 key reasons for the UK’s relatively low rate of 
productivity.

• Relatively low rates of public sector investment in infrastructure such as 
schools, hospitals and transport.

• Relatively low rates of private sector investment in new machinery, R&D 
and staff training.

• Relatively poor education and training which leads to a poorly skilled 
workforce.

• In addition, low wages may cause workers to become demotivated, 
lowering their productivity.

  Other possible causes include:

• Over regulation of industry.
• A lack of effective competition in key industries.
• Diffi culty fi rms face in accessing fi nance for investment.

  Issues and areas for analysis include:

• Defi nition/explanation of productivity.
• Reference to how productivity is measured.
• Reference to low rates of public and private sector investment.
• Reference to poor education and training and poor skills of workforce.
• Appropriate examples.

  Level 1 ([1]–[2])
  A basic response provides an answer that demonstrates:

• Basic knowledge and understanding of relevant terminology, concepts, 
principles and models.
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• Basic application of relevant economic principles, terminology, concepts 
and models to the context of the question; limited use of relevant data, 
and diagrams where relevant, to address the issues in the question. 

• Basic analysis; may lack focus. 
• A low quality of written communication.

  Level 2 ([3]–[4])
  A good response provides an answer that demonstrates:

• Good knowledge and understanding of relevant terminology, concepts, 
principles and models.

• Good application of relevant economic principles, terminology, concepts 
and models to the context of the question; where relevant, data and 
diagrams are used reasonably to address the issues in the question. 

• Good analysis in relation to the impact on economic agents; analysis 
may not be developed fully or may have some inaccuracy at times.

• A good quality of written communication. 

  Level 3 ([5]–[6])
  An excellent response provides an answer that demonstrates:

• Excellent accurate knowledge and understanding of relevant 
terminology, concepts, principles and models. 

• Excellent application of relevant economic principles, terminology, 
concepts and models to the context of the question; where relevant, 
data and diagrams are used effectively to address the issues in the 
question. 

• Excellent, relevant analysis used accurately and appropriately in relation 
to the impact on economic agents.

• An excellent quality of written communication.  [6]

 (c) Increasing productivity means an economy can generate greater output from 
the same amount of input and hence will shift the economies PPF and LRAS 
curve to the right, leading to higher levels of output and employment and 
lower prices.

  Specifi cally, higher productivity can lead to:

• Improved international competitiveness and hence an improvement in 
the UK’s balance of payments position.

• Lower average costs of production which can be passed on to 
consumers in the form of lower prices, hence reducing infl ationary 
pressures.

• Higher wages for workers as productivity gains are shared with workers.
• Higher profi ts for companies which can be reinvested.
• Higher GDP and hence economic growth.

  Issues and areas for analysis include:

• Impact of higher productivity on balance of payments.
• Impact of higher productivity on infl ation.
• Impact of higher productivity on GDP and economic growth.
• Impact of higher productivity on employment and average wages.
• Appropriate examples.
• Appropriate diagrams.
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  Level 1 ([1]–[3])
  A basic response provides an answer that demonstrates:

• Basic knowledge and understanding of relevant terminology, concepts, 
principles and models.

• Basic application of relevant economic principles, terminology, concepts 
and models to the context of the question; limited use of relevant data, 
and diagrams where relevant, to address the issues in the question. 

• Basic analysis; may lack focus. 
• A low quality of written communication.

  Level 2 ([4]–[6])
  A good response provides an answer that demonstrates:

• Good knowledge and understanding of relevant terminology, concepts, 
principles and models.

• Good application of relevant economic principles, terminology, concepts 
and models to the context of the question; where relevant, data and 
diagrams are used reasonably to address the issues in the question. 

• Good analysis in relation to the impact on economic agents; analysis 
may not be developed fully or may have some inaccuracy at times.

• A good quality of written communication. 

  Level 3 ([7]–[9])
  An excellent response provides an answer that demonstrates:

• Excellent accurate knowledge and understanding of relevant 
terminology, concepts, principles and models. 

• Excellent application of relevant economic principles, terminology, 
concepts and models to the context of the question; where relevant, 
data and diagrams are used effectively to address the issues in the 
question. 

• Excellent, relevant analysis used accurately and appropriately in relation 
to the impact on economic agents.

• An excellent quality of written communication.  [9]

 (d) There are a number of impacts of giving public sector workers an above 
infl ation pay rise. The main impact would be to increase recruitment. Both 
the health service and the education system are having diffi culty attracting 
workers. Shortages of workers will impact on provision of both health 
care and education with impacts on both economic growth and the social 
fabric. Also teachers and health workers were deemed essential during the 
pandemic yet their pay has fallen whilst workers in fi nance have seen their 
pay increase. As health and education are mostly provided free of charge, 
an increase in wages would not lead to cost push infl ation. There is also 
a question of equity as public sector workers have seen much bigger falls 
in real wages than those in the private sector. A pay rise would also help 
improve living standards of UK workers in comparison to other European 
countries. 

  However, an increase in wages would represent an increase in government 
spending which would boost AD possibly leading to a rise in demand pull 
infl ation. There is also the issue of fi nancing the pay increase. This might 
mean higher taxes squeezing the disposable incomes of other workers. 
There is also an opportunity cost as spending money on wages means 
that less is available for other spending, for example the need for greater 
investment identifi ed in the data.
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  Issues and areas for analysis include:

• Impact on recruitment.
• Impact on productivity.
• Impact on aggregate demand.
• Impact on employment and output.
• Issues of equity.
• Impact on infl ation including

   – Demand pull impact
   – Cost push impact
   – Importance of current output gap.

• Impact on taxation.
• Opportunity cost of spending.
• Other priorities for government spending.
• Appropriate examples.
• Appropriate diagrams.

  Level 1 ([1]–[5])
  A basic response provides an answer that demonstrates:

• Basic knowledge and understanding of relevant terminology, concepts, 
principles and models.

• Basic application of relevant economic principles, terminology, concepts, 
and models to the context of the question. Some limited use of data, 
and diagrams where relevant, in relation to the context of the question.

• Basic analysis and evaluation, however, this may lack focus.
• Judgement(s) unsupported. 
• A low quality of written communication. 

  Level 2 ([6]–[10])
  A good response provides an answer that demonstrates:

• Good knowledge and understanding of relevant terminology, concepts, 
principles and models. 

• Good application of relevant economic principles, terminology, 
concepts, and models to the context of the question; where relevant, 
some reasonable use of data and diagrams in relation to the context of 
the question. 

• Good analysis and evaluation in relation to the impact on economic 
agents; however, this may not be developed fully or may have 
inaccuracies at times.

• Reasonable judgement(s) building on analysis. 
• A good quality of written communication. 

  Level 3 ([11]–[15])
  An excellent response provides an answer that demonstrates:

• Excellent accurate knowledge and understanding of relevant 
terminology, concepts, principles and models. 

• Excellent application of relevant economic principles, terminology, 
concepts and models to the context of the question; where relevant, 
data and diagrams are used effectively to address the issues in the 
question. 

• Well focused, relevant analysis and evaluation used accurately and 
appropriately in relation to the impact on economic agents.

• Informed judgements that directly address the issues in the question 
and reach clear conclusions built on analysis. 

• An excellent quality of written communication.  [15] 35

    Section B 35
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Section C

8 Economic growth is normally defi ned as an increase in the productive potential 
of an economy as measured by an increase in Real GDP. Economic growth will 
lead to a rise in incomes and if this is evenly distributed all will benefi t. Higher 
output will lead to more goods and services being produced for consumption. In 
addition, there will be more tax revenue available to the government to help fund 
public spending on merit goods or to reinvest to fund future growth. However, 
the benefi ts of growth may not be evenly distributed, and many people may not 
benefi t materially from economic growth. Moreover, growth can impose costs 
in the form of negative externalities such as pollution and an increase in global 
warming. Funding the greater capital spending associated with growth will 
require a shift from consumption to investment spending which will temporarily 
lower living standards. Growth may also be caused by an increase in working 
hours having a detrimental impact on work life balance and lowering standard 
of living. Other factors may also contribute to the standard of living. Things like 
better health, more leisure time and lower crime rates are important and are not 
necessarily improved because of economic growth.

 Issues, analysis and areas for discussion include:

• Explanation of economic growth.
• Distinction between short-term and long-term growth.
• Differing impacts of short-term growth depending on output gaps.
• Explanation of what causes growth, an increase in the quantity or quality of 

factors of production.
• Discussion of distinction between actual and potential growth.
• Discussion of how growth may be achieved at a cost of a lower standard 

of living through longer working hours and resources being directed from 
consumption to investment.

• High rates of economic growth may lead to trade-offs with other economic 
objectives e.g. high growth can lead to infl ation rising above target.

• Analysis of growth leading to higher output and potentially more goods and 
services being available to consumers.

• Discussion of higher tax revenue and the possibility of better funded public 
services.

• Recognition that the benefi ts of growth may not be evenly distributed either 
across the income spectrum or between regions.

• Discussion of external costs that may be generated by economic growth, 
including disparities.

• Appropriate examples.
• Appropriate diagrams.

 Level 1 ([1]–[7])
 A basic response provides an answer that demonstrates:

• Basic knowledge and understanding of relevant terminology, concepts, 
principles and models. 

• Basic application of relevant economic principles, terminology, concepts, 
and models to the context of the question; some limited use of data, and 
diagrams where relevant, in relation to the context of the question. 

• Basic analysis and evaluation, however, this may lack focus.
• Judgement(s) unsupported. 
• A low quality of written communication.
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 Level 2 ([8]–[14])
 A good response provides an answer that demonstrates:

• Good knowledge and understanding of relevant terminology, concepts, 
principles and models. 

• Good application of relevant economic principles, terminology, concepts, and 
models to the context of the question; some reasonable use of data, and 
diagrams where relevant, in relation to the context of the question. 

• Good analysis and evaluation in relation to the impact on economic agents; 
however, this may not be developed fully or may have inaccuracies at times.

• Reasonable judgement(s) building on analysis.
• A good quality of written communication.

 Level 3 ([15]–[20])
 An excellent response provides an answer that demonstrates:

• Excellent accurate knowledge and understanding of relevant terminology, 
concepts, principles and models.

• Excellent application of relevant economic principles, terminology, concepts 
and models to the context of the question; where relevant, data and 
diagrams are used effectively to address the issues in the question. 

• Well focused, relevant analysis and evaluation used accurately and 
appropriately in relation to the impact on economic agents.

• Informed judgements that directly address the issues in the question and 
reach clear conclusions built on analysis. 

• An excellent quality of written communication.  [20] 20
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9 Unemployment is defi ned as when people are out of work and are actively 
seeking employment. There are a number of different types of unemployment, 
and each has different policy solutions. A cut in benefi ts and lowering of tax 
could help reduce classical unemployment. This is when workers are unwilling 
to take up a job as tax acts as a disincentive or they would be better off on 
benefi ts. Reducing benefi ts may also reduce frictional unemployment as 
workers will be keen to get back into employment due to the fall in their income. 
However, other types of unemployment may not be solved without a degree 
of government intervention. Even though economic growth was slow during 
the period described the economy still grew, creating jobs. In a recession 
there may be a lot more unemployed workers than vacancies. To deal with this 
demand defi cient unemployment government may have to boost AD through 
increasing government spending or cutting interest rates. In the case of structural 
unemployment, the government may have to provide training to equip workers 
with skills needed to enhance their occupational mobility. Intervention in the 
housing market may be required to enhance occupational mobility.

 Issues, analysis and areas for discussion include:

• Defi nition of unemployment.
• Frictional, seasonal, structural, Classical, Keynesian and other relevant 

types of unemployment.
• Discussion of causes of unemployment.
• How cuts in benefi ts and tax may lead to a fall in unemployment.
• Role of government in reducing Keynesian unemployment.
• Intervention to deal with structural and frictional unemployment.
• Other appropriate policies.
• Appropriate examples.
• Appropriate diagrams.

 Level 1 ([1]–[7])
 A basic response provides an answer that demonstrates:

• Basic knowledge and understanding of relevant terminology, concepts, 
principles and models. 

• Basic application of relevant economic principles, terminology, concepts, 
and models to the context of the question; some limited use of data, and 
diagrams where relevant, in relation to the context of the question. 

• Basic analysis and evaluation, however, this may lack focus. 
• Judgement(s) unsupported. 
• A low quality of written communication.

 Level 2 ([8]–[14])
 A good response provides an answer that demonstrates:

• Good knowledge and understanding of relevant terminology, concepts, 
principles and models. 

• Good application of relevant economic principles, terminology, concepts, and 
models to the context of the question; some reasonable use of data, and 
diagrams where relevant, in relation to the context of the question. 

• Good analysis and evaluation in relation to the impact on economic agents; 
however, this may not be developed fully or may have inaccuracies at times.

• Reasonable judgement(s) building on analysis.
• A good quality of written communication.
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 Level 3 ([15]–[20])
 An excellent response provides an answer that demonstrates:

• Excellent accurate knowledge and understanding of relevant terminology, 
concepts, principles and models.

• Excellent application of relevant economic principles, terminology, concepts 
and models to the context of the question; where relevant, data and 
diagrams are used effectively to address the issues in the question. 

• Well focused, relevant analysis and evaluation used accurately and 
appropriately in relation to the impact on economic agents. 

• Informed judgements that directly address the issues in the question and 
reach clear conclusions built on analysis. 

• An excellent quality of written communication. [20] 20

    Section C 20

    Total 80
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