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Generic Marking Principles 
 

These general marking principles must be applied by all examiners when marking candidate answers. 
They should be applied alongside the specific content of the mark scheme or generic level descriptors 
for a question. Each question paper and mark scheme will also comply with these marking principles. 
 

GENERIC MARKING PRINCIPLE 1: 
 
Marks must be awarded in line with: 
 
 the specific content of the mark scheme or the generic level descriptors for the question 
 the specific skills defined in the mark scheme or in the generic level descriptors for the question 
 the standard of response required by a candidate as exemplified by the standardisation scripts. 

GENERIC MARKING PRINCIPLE 2: 
 
Marks awarded are always whole marks (not half marks, or other fractions). 

GENERIC MARKING PRINCIPLE 3: 
 
Marks must be awarded positively: 
 
 marks are awarded for correct/valid answers, as defined in the mark scheme. However, credit 

is given for valid answers which go beyond the scope of the syllabus and mark scheme, 
referring to your Team Leader as appropriate 

 marks are awarded when candidates clearly demonstrate what they know and can do 
 marks are not deducted for errors 
 marks are not deducted for omissions 
 answers should only be judged on the quality of spelling, punctuation and grammar when these 

features are specifically assessed by the question as indicated by the mark scheme. The 
meaning, however, should be unambiguous. 

GENERIC MARKING PRINCIPLE 4: 
 
Rules must be applied consistently, e.g. in situations where candidates have not followed 
instructions or in the application of generic level descriptors. 

GENERIC MARKING PRINCIPLE 5: 
 
Marks should be awarded using the full range of marks defined in the mark scheme for the question 
(however; the use of the full mark range may be limited according to the quality of the candidate 
responses seen). 

GENERIC MARKING PRINCIPLE 6: 
 
Marks awarded are based solely on the requirements as defined in the mark scheme. Marks should 
not be awarded with grade thresholds or grade descriptors in mind. 
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Social Science-Specific Marking Principles 
(for point-based marking) 

 
1 Components using point-based marking: 

 Point marking is often used to reward knowledge, understanding and application of skills. 
We give credit where the candidate’s answer shows relevant knowledge, understanding 
and application of skills in answering the question. We do not give credit where the answer 
shows confusion. 

 
 From this it follows that we: 
 

a DO credit answers which are worded differently from the mark scheme if they clearly 
convey the same meaning (unless the mark scheme requires a specific term) 

b DO credit alternative answers/examples which are not written in the mark scheme if they 
are correct 

c DO credit answers where candidates give more than one correct answer in one 
prompt/numbered/scaffolded space where extended writing is required rather than list-type 
answers. For example, questions that require n reasons (e.g. State two reasons …).  

d DO NOT credit answers simply for using a ‘key term’ unless that is all that is required. 
(Check for evidence it is understood and not used wrongly.) 

e DO NOT credit answers which are obviously self-contradicting or trying to cover all 
possibilities 

f DO NOT give further credit for what is effectively repetition of a correct point already 
credited unless the language itself is being tested. This applies equally to ‘mirror 
statements’ (i.e. polluted/not polluted). 

g DO NOT require spellings to be correct, unless this is part of the test. However spellings of 
syllabus terms must allow for clear and unambiguous separation from other syllabus terms 
with which they may be confused (e.g. Corrasion/Corrosion) 

2 Presentation of mark scheme: 
 Slashes (/) or the word ‘or’ separate alternative ways of making the same point. 
 Semi colons (;) bullet points (•) or figures in brackets (1) separate different points. 
 Content in the answer column in brackets is for examiner information/context to clarify the 

marking but is not required to earn the mark (except Accounting syllabuses where they 
indicate negative numbers). 

3 Calculation questions: 
 The mark scheme will show the steps in the most likely correct method(s), the mark for 

each step, the correct answer(s) and the mark for each answer 
 If working/explanation is considered essential for full credit, this will be indicated in the 

question paper and in the mark scheme. In all other instances, the correct answer to a 
calculation should be given full credit, even if no supporting working is shown.  

 Where the candidate uses a valid method which is not covered by the mark scheme, 
award equivalent marks for reaching equivalent stages. 

 Where an answer makes use of a candidate’s own incorrect figure from previous working, 
the ‘own figure rule’ applies: full marks will be given if a correct and complete method is 
used. Further guidance will be included in the mark scheme where necessary and any 
exceptions to this general principle will be noted. 
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4 Annotation: 
 For point marking, ticks can be used to indicate correct answers and crosses can be used 

to indicate wrong answers. There is no direct relationship between ticks and marks. Ticks 
have no defined meaning for levels of response marking. 

 For levels of response marking, the level awarded should be annotated on the script. 
 Other annotations will be used by examiners as agreed during standardisation, and the 

meaning will be understood by all examiners who marked that paper. 
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Section A Data response 
 
Question Answer Marks 

Follow the point-based marking guidance at the top of this mark scheme. 

1(a) The article refers to concentration ratios. Explain what is meant by a 
concentration ratio and how it is calculated. 
 
The concentration ratio is the sum of the market share percentage held by the 
largest specified number of firms in an industry. It ranges from 0% to 100%, 
and an indicates the degree of competition in the industry.  Low concentration 
ratio in an industry would indicate greater competition among the firms in that 
industry. (2) 
 
It is calculated by adding together the total sales for each of the specified 
number of largest firms in the industry. (E.g. a 4 firm concentration ration 
takes the sales of the largest 4 firms) That sum is then divided by the total 
sales of the industry and converted to a percentage. (2)  

4 

1(b) Explain, with an example, whether the article is correct in saying that 
neither the producer nor the consumer pays for negative externalities. 
 
A negative externality is a cost that is incurred by a third party. (1) Negative 
externalities exist when individuals bear a portion of the cost associated with a 
good’s production without having had any influence over the related 
production decisions. (1) 
 
Accept any relevant example of the effect of production on a third party. (1 for 
example, 1 for application). 
Maximum 3 marks if only consumption externality discussed. 
 
Max 3 mark if only consumer  

4 

1(c) Apart from negative externalities, describe two reasons why the article 
says increased concentration in an industry may not improve consumer 
welfare. 
 
2 marks for each reason. 1 for identification, 1 for explanation. 
2 marks for each reason. 1 for identification, 1 for explanation. 
2 marks for each reason. 1 for identification, 1 for explanation. 
 
 it allows increased power to monopolies with resulting higher profits that 

benefit the shareholders and producer management not the consumer. 
 it results in unequal bargaining power between employers and workers. 

Workers have little scope for arguing for pay rises.  
 it allows an unequal negotiation between large organisations and small 

independent suppliers. Large organisations can insist on low purchasing 
prices and small suppliers have limited power to resist. This has been 
noticeable in large supermarkets dealings with small farmers. 

4 
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Question Answer Marks 

1(d) The article says that monopolies are tolerated because they are efficient. 
 
Assess, with the help of a diagram, whether economic theory supports 
the idea that monopolies are efficient. 
 
Definition of efficiency: 
 Productive efficiency producing at the lowest cost for the particular 

output. (2) 
 Allocative efficiency where every good or service is produced up to the 

point where the last unit provides a marginal benefit to consumers equal 
to the marginal cost of producing it. (2) 

 
Diagram should illustrate: 
Correctly drawn and labelled Monopoly diagram. (3marks) 
 
Conclusion: the theory does not support this opinion. (1) 

8 



9708/41 Cambridge International AS & A Level – Mark Scheme 
PUBLISHED 

May/June 2023
 

© UCLES 2023 Page 7 of 14 
 

Question Answer Marks 

EITHER 

2 To improve allocative efficiency economists frequently advise 
governments to remove existing subsidies to the private sector 
providers of education. 
 
With the help of a diagram, evaluate this advice. 
 
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and 
Table B: AO3 Evaluation to mark candidate responses to this question. 
 
AO1 and AO2 out of 14 marks. AO3 out of 6 marks. 
 
Indicative content 
 
Responses may include: 
 
AO1 Knowledge and understanding and AO2 Analysis 
 
 The distinction between public and private ownership should be clearly 

explained 
 
 Education should be identified as a merit good and the significance of 

merit goods explained. 
 
 The links between a merit good, positive externalities and allocative 

efficiency should be analyzed. 
 
 Analysis of the relationship between the private provision of education, 

the use of subsidies and potential efficient outcomes should be provided. 
 
 A diagram should be provided to illustrate the impact of a subsidy on the 

provision of education by the private sector 
 
Where no diagram – max marks top L2 

20 
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Question Answer Marks 

2 AO3 Evaluation 
 

 The use of subsidies to encourage the provision of education in the 
private sector might not be entirely successful because of the difficulties 
involved when attempting to assess the precise level of subsidy required 
to achieve an allocatively efficient outcome. 

 
 Subsidies provided by the public sector are often expensive and their use 

will automatically create opportunity costs. For example, money spent on 
state subsidies to health care 

 
 Subsidies in the private sector will mean that access to education is still 

based on an ability to pay, this might create inequitable outcomes in 
society. 

 
 The pursuit of profit supported by subsidies might enable private firms to 

cut costs and reduce any unnecessary bureaucracy thus leading to a 
more efficient use of scarce resources. 

 
 Direct state provision of education might lead to less efficient outcomes 

and reduce the time taken to ensure a high standard of education is 
available on an equal basis throughout the population.  
 

 A conclusion should be attempted which examines the net benefits of 
each alternative i.e. private or public sector provision of education. 

 
 Also, the impact on price and output in some circumstances takes a long 

time to become effective. 
 Advertising is often costly and it is not always certain that it will have a 

sufficiently persuasive effect to ensure the correct level of output / 
consumption is reached 

 It is possible to show that government intervention can reduce the level of 
inefficiency caused by the existence of negative externalities, but it is not 
clear whether the net effect of government intervention will always be 
positive. Some types of intervention will be more effective than others 
depending on the nature of the good / service under consideration. 

 
Accept all valid responses. 

 

 AO1 Knowledge and understanding and AO2 Analysis 14 

 AO3 Evaluation 6 
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Question Answer Marks 

OR 

3 Some firms frequently use price discrimination. 
 
Assess the view that when this occurs, price discrimination will always 
benefit the producer at the expense of the consumer and society. 
 
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and 
Table B: AO3 Evaluation to mark candidate responses to this question. 
 
AO1 and AO2 out of 14 marks. AO3 out of 6 marks. 
 
Indicative content 
 
Responses may include: 
 
AO1 Knowledge and understanding and AO2 Analysis 
 
 The key characteristics for effective price discrimination (PD) to take 

place. (Ability to set price, separable markets with different price 
elasticities of demand) 

 
 The use of practical examples to illustrate the meaning of PD. 
 
 An explanation / analysis of at least one model of PD to show the effects 

on the producer in terms of price, output and profit. 
 
 An explanation / analysis of PD on the consumer in terms of price and 

quantity demanded. 
 
 The use of relevant labelled diagrams (not mandatory) 

20 
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Question Answer Marks 

3 AO3 Evaluation 
 
If firms are rational profit – maximisers, the firms must benefit from their action 
therefore the initial point that the producer will always benefit is true. 
 
As total spending on the good / service takes place this represents a transfer 
of consumer surplus to the producers. 
 
But it depends on whether the firms gain at the expense of consumer and 
society. 
 
If the price discrimination exists between domestic and foreign markets The 
producer may also be able to drive competition from the foreign market if it 
charges high domestic prices / recovers overheads domestically. This may 
improve a country’s balance of payments. 
 
Some consumers gain and some lose. The lower price in the low PED market 
will benefit those consumers in that market whilst the opposite occurs in the 
High PED market. 
 
The increase in profits may allow the producer to increase its research and 
development leading to innovative production techniques which lower long 
term costs – dynamic efficiency. The benefits of the dynamic efficiency may 
be enjoyed by consumers / society as lower prices. 
 
The assessment of the statement should conclude with the view that it should 
benefit the producer as a matter of rationality but whether this is  always at 
the expense of consumers / society is debateable. 
Accept all valid responses. 

 

 AO1 Knowledge and understanding and AO2 Analysis 14 

 AO3 Evaluation 6 
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Question Answer Marks 

EITHER   

4 An increase in a government’s budget surplus will increase 
unemployment in the short run but it will make it easier to control a 
balance of payments deficit in the long run. 
 
Evaluate this statement. 
 
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and 
Table B: AO3 Evaluation to mark candidate responses to this question. 
 
AO1 and AO2 out of 14 marks. AO3 out of 6 marks. 
 
Indicative content 
 
Responses may include: 
 
AO1 Knowledge and understanding and AO2 Analysis 
 
 Knowledge of what is meant by a budget surplus, in relation to the 

difference between government expenditure and government income. 
 
 Reference to links between a government surplus, aggregate monetary 

demand and unemployment. 
  
 Explanation of the specific type of unemployment that might relate to an 

increase in a governments budget surplus. 
 
 Analysis of the links between changes in interest rates and 

unemployment in the short run. 
 
 Explanation of some of the key elements of the balance of payments 

accounts and how they might be influenced by changes in fiscal policy. 
 
 Analysis of the links between a budget surplus and the control of a 

balance of payments in the long run. 

20 
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Question Answer Marks 

4 AO3 Evaluation 
 
 The impact of a budget surplus in the short run on the level of 

unemployment will depend upon the main cause of the existing level of 
unemployment. 

 
 A budget surplus is more likely to have a negative effect on 

unemployment when an economy has a lot of existing spare capacity. 
 
 If structural factors are responsible for unemployment, supply side 

policies might be more effective. 
 
 A budget surplus might lead to lower interest rates and cause problems 

for specific industries within an economy. For example, low interest rates 
might cause a boom in the housing market. 

 
 If a budget surplus leads to a subsequent fall in interest rate, this might 

ultimately make it more difficult to control a balance of payments in the 
long run. 

 
 A conclusion should make an attempt to make an overall comparison 

between the use of monetary policy and alternative fiscal or supply side 
policies. A judgement should be made which directly addresses the 
statement in question. 

 
Accept all valid responses. 

 

 AO1 Knowledge and understanding and AO2 Analysis 14 

 AO3 Evaluation 6 
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Question Answer Marks 

OR 

5 AO3 Evaluation 
 
 Low – income countries might increase productivity due the transfer of 

new technology from high income countries, however this might lead to a 
substitution of capital for labour thus increasing the level of 
unemployment. 

 
 An increase in Foreign Direct Investment (FDI) might lead to the 

exploitation of the indigenous raw materials, thus leading to a long run 
decline in economic growth. 

 
 Increases in productivity might provide opportunities to create more real 

wealth but it will still depend upon a government in a low – income 
country to ensure that any increases in wealth lead to equitable 
outcomes. 

 
It is relatively easy to link an increase in productivity to the availability of more 

goods, however living standards are also influenced by an increase in the 
provision of services such as health and education. It is not easy to 
measure change 

 
 In conclusion, it is clear that there is a potential role for an increase in 

productivity to influence living standards in low re – income countries but 
this will depend on many factors which have been referred to above, 
some of which might have a less direct positive impact.  

 
Accept all valid responses. 
 The links between an increase in FDI and GDP and an increase in living 

standards are not clear. Sometimes, labour is exploited by MNCs in low- 
income countries. The majority of MNC profit might be repatriated rather 
than re – invested in the low re – income country. 

 Higher skilled work might be provided separately by the MNC therefore 
          training of the indigenous population does not take place. In some cases 

it has been argued that MNCs extract key resources and then leave. 
 It is not certain that a government will use the increase in tax revenue 
         to invested in key sectors such as health, education and the country’s 

infrastructure. 
 es in productivity in relation to services such as health and education. 

20 
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Question Answer Marks 

5  A government in a low-income economy has to decide whether to allow 
          FDI into their economy which might produce short – term benefits but 

result in long re – term consequences of resource depletion in the long 
run. 

 It is very difficult to measure changes in living standards. Increases in 
          GDP might not be divided equally among the population. FDIs might 

introduce external costs of production which are likely to have a negative 
effect on overall living standards. 

 In conclusion, it is clear that there is a potential role for FDIs to improve 
          living standards but this will depend on many factors which have been 

referred to above, some of which might have an overall negative impact. 
Also, it is very important to ensure that an appropriate measure of the 
standard of living is used, one which does not focus entirely on an 
increase in access to material goods and services. 

Accept all valid responses 

 

 AO1 Knowledge and understanding and AO2  Analysis 14 

 AO3 Evaluation 6 
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Generic Marking Principles 
 

These general marking principles must be applied by all examiners when marking candidate answers. 
They should be applied alongside the specific content of the mark scheme or generic level descriptors 
for a question. Each question paper and mark scheme will also comply with these marking principles. 
 

GENERIC MARKING PRINCIPLE 1: 
 
Marks must be awarded in line with: 
 
 the specific content of the mark scheme or the generic level descriptors for the question 
 the specific skills defined in the mark scheme or in the generic level descriptors for the question 
 the standard of response required by a candidate as exemplified by the standardisation scripts. 

GENERIC MARKING PRINCIPLE 2: 
 
Marks awarded are always whole marks (not half marks, or other fractions). 

GENERIC MARKING PRINCIPLE 3: 
 
Marks must be awarded positively: 
 
 marks are awarded for correct/valid answers, as defined in the mark scheme. However, credit 

is given for valid answers which go beyond the scope of the syllabus and mark scheme, 
referring to your Team Leader as appropriate 

 marks are awarded when candidates clearly demonstrate what they know and can do 
 marks are not deducted for errors 
 marks are not deducted for omissions 
 answers should only be judged on the quality of spelling, punctuation and grammar when these 

features are specifically assessed by the question as indicated by the mark scheme. The 
meaning, however, should be unambiguous. 

GENERIC MARKING PRINCIPLE 4: 
 
Rules must be applied consistently, e.g. in situations where candidates have not followed 
instructions or in the application of generic level descriptors. 

GENERIC MARKING PRINCIPLE 5: 
 
Marks should be awarded using the full range of marks defined in the mark scheme for the question 
(however; the use of the full mark range may be limited according to the quality of the candidate 
responses seen). 

GENERIC MARKING PRINCIPLE 6: 
 
Marks awarded are based solely on the requirements as defined in the mark scheme. Marks should 
not be awarded with grade thresholds or grade descriptors in mind. 
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Social Science-Specific Marking Principles 
(for point-based marking) 

 
1 Components using point-based marking: 

 Point marking is often used to reward knowledge, understanding and application of skills. 
We give credit where the candidate’s answer shows relevant knowledge, understanding 
and application of skills in answering the question. We do not give credit where the answer 
shows confusion. 

 
 From this it follows that we: 
 

a DO credit answers which are worded differently from the mark scheme if they clearly 
convey the same meaning (unless the mark scheme requires a specific term) 

b DO credit alternative answers/examples which are not written in the mark scheme if they 
are correct 

c DO credit answers where candidates give more than one correct answer in one 
prompt/numbered/scaffolded space where extended writing is required rather than list-type 
answers. For example, questions that require n reasons (e.g. State two reasons …).  

d DO NOT credit answers simply for using a ‘key term’ unless that is all that is required. 
(Check for evidence it is understood and not used wrongly.) 

e DO NOT credit answers which are obviously self-contradicting or trying to cover all 
possibilities 

f DO NOT give further credit for what is effectively repetition of a correct point already 
credited unless the language itself is being tested. This applies equally to ‘mirror 
statements’ (i.e. polluted/not polluted). 

g DO NOT require spellings to be correct, unless this is part of the test. However spellings of 
syllabus terms must allow for clear and unambiguous separation from other syllabus terms 
with which they may be confused (e.g. Corrasion/Corrosion) 

2 Presentation of mark scheme: 
 Slashes (/) or the word ‘or’ separate alternative ways of making the same point. 
 Semi colons (;) bullet points (•) or figures in brackets (1) separate different points. 
 Content in the answer column in brackets is for examiner information/context to clarify the 

marking but is not required to earn the mark (except Accounting syllabuses where they 
indicate negative numbers). 

3 Calculation questions: 
 The mark scheme will show the steps in the most likely correct method(s), the mark for 

each step, the correct answer(s) and the mark for each answer 
 If working/explanation is considered essential for full credit, this will be indicated in the 

question paper and in the mark scheme. In all other instances, the correct answer to a 
calculation should be given full credit, even if no supporting working is shown.  

 Where the candidate uses a valid method which is not covered by the mark scheme, 
award equivalent marks for reaching equivalent stages. 

 Where an answer makes use of a candidate’s own incorrect figure from previous working, 
the ‘own figure rule’ applies: full marks will be given if a correct and complete method is 
used. Further guidance will be included in the mark scheme where necessary and any 
exceptions to this general principle will be noted. 
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4 Annotation: 
 For point marking, ticks can be used to indicate correct answers and crosses can be used 

to indicate wrong answers. There is no direct relationship between ticks and marks. Ticks 
have no defined meaning for levels of response marking. 

 For levels of response marking, the level awarded should be annotated on the script. 
 Other annotations will be used by examiners as agreed during standardisation, and the 

meaning will be understood by all examiners who marked that paper. 

 
 
Assessment objectives 
 
AO1 Knowledge and understanding 
 Show knowledge of syllabus content, recalling facts, formulae and definitions. 
 Demonstrate understanding of syllabus content, giving appropriate explanations and examples. 
 Apply knowledge and understanding to economic information using written, numerical and 

diagrammatic forms. 
 
AO2 Analysis 
 Examine economic issues and relationships, using relevant economic concepts, theories and 

information. 
 Select, interpret and organise economic information in written, numerical and diagrammatic form. 
 Use economic information to recognise patterns, relationships, causes and effects. 
 Explain the impacts and consequences of changes in economic variables. 
 
AO3 Evaluation 
 Recognise assumptions and limitations of economic information and models. 
 Assess economic information and the strengths and weaknesses of arguments. 
 Recognise that some economic decisions involve consideration of factors such as priorities and 

value judgements. 
 Communicate reasoned judgements, conclusions and decisions, based on the arguments. 
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Table A: AO1 Knowledge and understanding and AO2 Analysis 
 
Use this table to give marks for each candidate response for AO1 Knowledge and understanding and 
AO2 Analysis for Questions 2, 3, 4 and 5. 
 

Level Description Marks 

3  A detailed knowledge and understanding of relevant economic concepts 
is included, using relevant explanations. Explanations are supported by 
examples, where appropriate. 

 
 The response clearly addresses the requirements of the question and 

explains economic issues, and fully develops these explanations. 
 
 Analysis is developed and detailed and makes accurate and relevant 

use of economic concepts and theories. Where necessary, there is 
accurate and relevant use of analytical tools such as diagrams and 
formulae, and these are fully explained. 

 
 Responses are well-organised, well-focused and presented in a logical 

and coherent manner. 

11–14 

2  Knowledge and understanding of some relevant economic concepts is 
included, using explanations and examples that are limited, over-
generalised or contain inaccuracies. 

 
 The response addresses the general theme of the question and the 

relevant economic issues, with limited development. 
 
 Analysis is generally accurate with some development but little detail. 

Uses analytical tools such as diagrams and formulae where necessary. 
Use of these tools is partially accurate or not fully explained. 

 
 Responses are generally logical and coherent but are sometimes 

lacking in focus or organisation. 

6–10 

1  A small number of relevant knowledge points are included and the 
response is limited by significant errors or omissions. 

 
 The response has little relevance to the question. 
 
 Analysis where provided is largely descriptive. Use of analytical tools 

such as diagrams and formulae, where necessary, may contain 
significant errors or be omitted completely. 

 
 Responses show limited organisation of economic ideas. 

1–5 

0 No creditable response. 0 
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Table B: AO3 Evaluation 
 
Use this table to give marks for each candidate response for AO3 Evaluation for Questions 2, 3, 4 
and 5. 
 

Level Description Marks 

2  Provides a justified conclusion or judgement that addresses the specific 
requirements of the question. 

 
 Makes developed, reasoned and well-supported evaluative comment(s). 

4–6 

1  Provides a vague or general conclusion or judgement in relation to the 
question. 

 
 Makes simple evaluative comment(s) with no development and little 

supporting evidence. 

1–3 

0 No creditable response. 0 
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Section A Data response 
 
Question Answer Marks 

Follow the point-based marking guidance at the top of this mark scheme. 

1(a) Explain what is meant by purchasing power parity (PPP).   
 
 A comparison of the cost of a bundle of goods and services bought with 

the local currency (1) with the cost of the same bundle bought with 
another currency (1) 

 For example, a bundle which costs 500 Pakistan Rupees and 2 US$ 
would give a PPP of 250R = 1 $ (1)   

2 

1(b) Explain, with the help of a diagram, the likely impact of the BRI on both 
the potential economic growth and the actual economic growth of 
Pakistan. 
 
 Actual economic growth will reflect an increase in Pakistan’s GDP per 

year using existing resources.(1) 
 Potential economic growth is the outwards movement of Pakistan’s PPC 

(1) 
 

 
Consumption     PPC2 
goods                 PPC1                   PPC = Production possibility curve  
 
 
                                                      y 
 
 
                                          x 
 
 
 
                                                                           Capital goods 

 Accurately drawn and labelled graph (1)  
showing showing/referring to both movement from x to y for actual 
economic growth and PPC1 to PPC2 for potential economic growth (2) 

 
Max 3 if diagram is not accurately drawn and labelled. 

4 
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Question Answer Marks 

1(c) Consider, with reference to Table 1.1, the change in the standard of 
living in Pakistan and China between 2014 and 2018. 
 
 What is meant by the standard of living (SoL) (1) 
 Split material and non-material SoL (1) 
 GDP pc has risen for China 28% (1) and Pakistan 14% (1) 
 Unemployment has fallen for countries for China (1) and Pakistan (1) 
 Gini Coefficient has fallen in China (1) and risen in Pakistan (1)  
Max 3 marks for simple statements 
 
 Link Material SoL to GDP pc both better off (1) 
 Change in Gini coefficient means the increase in income has become 

more evenly spread in China and less evenly spread in Pakistan. (1) 
 Material SoL is likely to have increased in China and may have fallen in 

Pakistan (1) 
 Rising employment is linked to rising SoL (1) 
 No data on non-material aspects of SoL such as pollution or working 

hours (1)      
Max 3 marks for further developments 

 6 
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Question Answer Marks 

1(d) Evaluate, using the article, the likely impact of the BRI on the economies 
of Pakistan and China in the long run. 
 
Advantages  
 
China 
 More exports of capital equipment rail equipment, cement and steel. 
 Cheaper export routes to middle eastern and western market allowing 

development of western Chinese provinces. 
 Use of excess Chinese capacity lowering Chinese cost of production at 

home boosting profits. 
 Market for Chinese bank loans. 
 
Pakistan 
 Inwards investment on railways/Gwadar port/industrial zones.  
 Boost AD and AS leadings to higher non-inflationary GDP 
 Investment in reliable electricity supply with benefits for industry, and 

improve consumer standard of living domestic comfort and human capital 
through better education. 

 
Disadvantages 
 
 Power stations are coal/nuclear energy technology considered polluting. 

The former contributing to global warming. 
 Debts for Pakistan to repay. 
 Initial employment benefits for Pakistan unclear if construction uses 

Chinese labour. 
 No clear indication of profitability to Pakistan  
 Ability of Pakistan to repay the loans. Currently approximately 25% of 

GDP. 
 Pakistan may default on repayment of loans to China.  
 Judgement: Based on the evidence provided. (1) 
 
Guidance:  
MAX 5 marks for advantages. Both China and Pakistan must be 
considered. 
Max 5 Marks for disadvantages.  
Max 5 Marks if only one country considered. 
Max 7 marks for 2 sided answers. 
Judgement of the impact of BRI on Pakistan and China 1 mark. 

8 
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Question Answer Marks 

EITHER 

2 The increased use of electric vehicles (EVs) is encouraged as part of 
governments’ climate change policies because they create fewer 
negative externalities than diesel and petrol (gas) vehicles. 
 
Evaluate, with the help of diagrams, two policies that a government may 
use to encourage the use of EVs. 
 
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and 
Table B: AO3 Evaluation to mark candidate responses to this question. 
 
AO1 and AO2 out of 14 marks. AO3 out of 6 marks. 
 
Indicative content 
 
Responses may include: 
 
AO1 Knowledge and understanding and AO2 Analysis 
 Market failure regarding this question would relate to allocative 

inefficiency. Market failure can be explained by defining allocative 
efficiency and linking this to the requirement to allocate resources to 
maximise consumer satisfaction. This can be supported by a diagram 
illustrating a level of output where AR = MC or MSB = MSC which is 
consistent with an outcome that  achieves allocative efficiency. 

 Negative externalities occur when the when the consumption/use of a 
good produces a cost to society which is greater than that received by an 
individual producer MPB > MSB or MSC >MPC. This is sometimes 
described as a negative ‘spill-over’ effect. The negative externality leads 
to an over production of the good. 

 Government intervention takes place to address the failure of market 
forces to allocate resources efficiently. In this case positive externalities 
would lead to under-consumption of a good or service.  

 Different types of government intervention can be used to correct the 
under-production of output to enable consumer satisfaction to be 
maximised. 

 Forms of government intervention might include: the use of subsidies for 
consumers to increase consumption and also producers to change 
production methods, use of positive advertising; the direct provision of 
goods and services such as alternative transport methods. Indirect 
taxation. Nudge theory effects. 

 A clearly labelled, accurate diagram can be used to show the impact of a 
positive/negative externality on the level of output and the welfare change 
will be identified. 

 The diagram could show the market equilibrium point which does not take 
into account the existence of a negative consumption externality and may 
compare this with the allocatively efficient level of output when the 
negative externality is taken into account. The diagram may be amended 
or re-drawn to show the impact of a chosen policy(ies) and the impact on 
consumption or production shown. 

 Reference to the diagram and the outcomes it illustrates is made in the 
text. 

20 
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Question Answer Marks 

2 AO3 Evaluation 
 
 A government might introduce a subsidy to encourage producers to 

increase output to enable allocative efficiency, however it is difficult to 
measure the precise value of the subsidy. Subsidies are costly in that the 
funds might have been used by governments for other purposes. This 
means governments will have to make a value judgement when deciding 
whether to provide a subsidy. 

 Also, the impact on price and output in some circumstances takes a long 
time to become effective. 

 Advertising is often costly and it is not always certain that it will have a 
sufficiently persuasive effect to ensure the correct level of output/ 
consumption is reached. 

 Direct provision is also costly and sometimes less efficient than that 
provided through market forces. 

 It is possible to show that government intervention can reduce the level of 
inefficiency caused by the existence of positive externalities but it is not 
clear whether the net effect of government intervention will always be 
positive. Some types of intervention will be more effective than others 
depending on the nature of the good/service under consideration. 

 
Accept all valid responses. 

 

 AO1 Knowledge and understanding and AO2 Analysis 14 

 AO3 Evaluation 6 
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Question Answer Marks 

OR 

3 Evaluate, with the help of a diagram(s) how total market demand and 
minimum efficient scale may determine the form of market structure in 
an industry. 
 
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and 
Table B: AO3 Evaluation to mark candidate responses to this question. 
 
AO1 and AO2 out of 14 marks. AO3 out of 6 marks. 
 
Indicative content 
 
Responses may include: 
 
AO1 Knowledge and understanding and AO2  Analysis 
 The concepts of increasing/constant/decreasing returns to scale and the 

minimum efficient scale (MES) of production the level of output where 
LRAC are initially minimized. 

 The explanation of a number of examples of economies of scale: division 
of labour, financial, marketing, managerial technical and their impact on 
the long run average cost curve (LRAC). 

 An analysis of the relationship between total demand for a product and 
the minimum efficient scale effectively total demand divided by MES to 
give the maximum number of firms who could operate at the MES. 

 A description of different forms of market structure eg perfect competition, 
monopolistic competition, oligopoly or monopoly. 

 An analysis of the relationship between the MES and the market demand 
determining the number of firms many/a few/one equivalent to perfect 
competition, monopolistic competition, oligopoly or monopoly. 

 Examples MES and market demand. MES = 50% therefore in theory 2 
firms – a duopoly MES 2% therefore 50 firms perfect/monopolistic 
competition. 

 Relevant diagram for economies of scale with indication of MES and 
demand curve. 

 
AO3 Evaluation 
 MES is not static and may change over time eg technological change.  
 The definition of the market will affect the calculation of the relationship. 

The village shop which operates at a small scale is appropriate for the 
village market. 

 Markets will still exist where particular firms produce small scale high- 
cost items e.g. luxury cars or designer clothes to satisfy a niche portion of 
a bigger market. 

 
Accept all valid responses 

20 

 AO1 Knowledge and understanding and AO2 Analysis 14 

 AO3 Evaluation 6 
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Question Answer Marks 

EITHER 

4 Consider the extent to which the depreciation of its foreign exchange 
rate contributes to the economic growth of a low-income country.  
  
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and 
Table B: AO3 Evaluation to mark candidate responses to this question. 
 
AO1 and AO2 out of 14 marks. AO3 out of 6 marks. 
 
Indicative content 
 
Responses may include: 
 
AO1 Knowledge and understanding and AO2  Analysis 
 Knowledge and understanding of the effect of depreciation on the 

external value of a country’s currency (exchange rate - ER), economic 
growth and low-income country  

 Analysis of this effect on the price of exports (X) and imports (M) and the 
effect on their demand and supply, links to aggregate demand (AD) 
through the balance of payments effect (X-M)  

 Candidates may refer to this in terms of injections and leakages and their 
effect on AD 

 AD and AS diagram showing this may be used to show the effect on the 
level of national income. 

 Alternatively, the analysis of the increased injection may be through the 
multiplier effect and/or the 45° diagram.  

 A clear link must be made between the effect of the depreciation and the 
level of economic growth, the type of economic growth: actual or potential 
should be made.   

 
AO3 Evaluation 
 The ability of supply capacity in the low-income country to react to the 

effect of the depreciation.  
 The nature of many developing countries exports of agricultural 

commodities being price inelastic in supply compared with oil exports. 
 The short run effects on employment (positive) and inflation (negative) 
 Beneficial effect on ability to service international debt positive if 

denominated in domestic currency but negative if borrowings are in a 
foreign currency. 

 
Accept all valid responses. 

20 

 AO1 Knowledge and understanding and AO2 Analysis 14 

 AO3 Evaluation 6 
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Question Answer Marks 

OR 

5 Evaluate the effectiveness of using monetary policy to reduce the rate of 
inflation and how this policy may affect a government’s ability to 
achieve its other macroeconomic aims. 
 
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and 
Table B: AO3 Evaluation to mark candidate responses to this question. 
 
AO1 and AO2 out of 14 marks. AO3 out of 6 marks. 
 
Indicative content 
 
Responses may include: 
 
AO1 Knowledge and understanding and AO2 Analysis 
 A knowledge of monetary policies which might include interest rate, 

money supply, exchange rates and reserve asset ratio policy. 
 A definition of inflation and a statement of a government’s 

macroeconomic aims: eg low unemployment, economic growth and 
balance of payments equilibrium. 

 An explanation of the impact of higher interest rates to reduce inflation 
either through consumer demand or its impact on investment. This can be 
shown either through the monetary transmission mechanism analysis or 
AS/AD analysis. 

 Alternative macroeconomic aims of the government are identified for 
example economic growth, unemployment and balance of payments. 

 The model employed to analyse the reduction in inflation is applied to the 
alternative aims to find the outcomes. 

 Phillips curve analysis may be used to demonstrate the relationship 
between inflation and employment to illustrate the unlikelihood of both low 
inflation and low unemployment being achieved together.  

 
AO3 Evaluation 
 Evaluation may be concerned with either the analysis used to reduce 

inflation or the ability to meet all the macroeconomic aims.  
 An initial analysis of the monetary policy to reducing the level of inflation 

which may be in terms of how accurate the central bank is in determining 
the increase in the rate of interest/reserve asset ratio required or 
reduction in the money supply. 

 The time lags between policy implementation and outcome may also be 
discussed. 

 Expectations and the role they play in determining policy outcomes. 
 The model(s) employed will show either the effect of the policy on the 

alternative aims and requires an explicit comment on whether this 
enables the alternative to be achieved or not.  

 Two examples of a contradiction in the simultaneous achievement of the 
aims need to be shown and commented upon. 

 The short and long run implications of inflation reduction on achieving the 
alternative aims might be evaluated. 

 The Phillips curve relationship may be criticised from the “rational 
expectations” viewpoint. 

20 
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Question Answer Marks 

5  The short run and long run effects of the chosen inflation policy can be 
compared in terms of actual and potential reduction/increase in economic 
growth. 

 The relationship between the rate of inflation, the exchange rate and the 
balance of payments including the Marshall-Lerner effect. 

 
Accept all valid responses. 

 

 AO1 Knowledge and understanding and AO2 Analysis 14 

 AO3 Evaluation 6 
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Generic Marking Principles 
 

These general marking principles must be applied by all examiners when marking candidate answers. 
They should be applied alongside the specific content of the mark scheme or generic level descriptors 
for a question. Each question paper and mark scheme will also comply with these marking principles. 
 

GENERIC MARKING PRINCIPLE 1: 
 
Marks must be awarded in line with: 
 
 the specific content of the mark scheme or the generic level descriptors for the question 
 the specific skills defined in the mark scheme or in the generic level descriptors for the question 
 the standard of response required by a candidate as exemplified by the standardisation scripts. 

GENERIC MARKING PRINCIPLE 2: 
 
Marks awarded are always whole marks (not half marks, or other fractions). 

GENERIC MARKING PRINCIPLE 3: 
 
Marks must be awarded positively: 
 
 marks are awarded for correct/valid answers, as defined in the mark scheme. However, credit 

is given for valid answers which go beyond the scope of the syllabus and mark scheme, 
referring to your Team Leader as appropriate 

 marks are awarded when candidates clearly demonstrate what they know and can do 
 marks are not deducted for errors 
 marks are not deducted for omissions 
 answers should only be judged on the quality of spelling, punctuation and grammar when these 

features are specifically assessed by the question as indicated by the mark scheme. The 
meaning, however, should be unambiguous. 

GENERIC MARKING PRINCIPLE 4: 
 
Rules must be applied consistently, e.g. in situations where candidates have not followed 
instructions or in the application of generic level descriptors. 

GENERIC MARKING PRINCIPLE 5: 
 
Marks should be awarded using the full range of marks defined in the mark scheme for the question 
(however; the use of the full mark range may be limited according to the quality of the candidate 
responses seen). 

GENERIC MARKING PRINCIPLE 6: 
 
Marks awarded are based solely on the requirements as defined in the mark scheme. Marks should 
not be awarded with grade thresholds or grade descriptors in mind. 
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Social Science-Specific Marking Principles 
(for point-based marking) 

 
1 Components using point-based marking: 

 Point marking is often used to reward knowledge, understanding and application of skills. 
We give credit where the candidate’s answer shows relevant knowledge, understanding 
and application of skills in answering the question. We do not give credit where the answer 
shows confusion. 

 
 From this it follows that we: 
 

a DO credit answers which are worded differently from the mark scheme if they clearly 
convey the same meaning (unless the mark scheme requires a specific term) 

b DO credit alternative answers/examples which are not written in the mark scheme if they 
are correct 

c DO credit answers where candidates give more than one correct answer in one 
prompt/numbered/scaffolded space where extended writing is required rather than list-type 
answers. For example, questions that require n reasons (e.g. State two reasons …).  

d DO NOT credit answers simply for using a ‘key term’ unless that is all that is required. 
(Check for evidence it is understood and not used wrongly.) 

e DO NOT credit answers which are obviously self-contradicting or trying to cover all 
possibilities 

f DO NOT give further credit for what is effectively repetition of a correct point already 
credited unless the language itself is being tested. This applies equally to ‘mirror 
statements’ (i.e. polluted/not polluted). 

g DO NOT require spellings to be correct, unless this is part of the test. However spellings of 
syllabus terms must allow for clear and unambiguous separation from other syllabus terms 
with which they may be confused (e.g. Corrasion/Corrosion) 

2 Presentation of mark scheme: 
 Slashes (/) or the word ‘or’ separate alternative ways of making the same point. 
 Semi colons (;) bullet points (•) or figures in brackets (1) separate different points. 
 Content in the answer column in brackets is for examiner information/context to clarify the 

marking but is not required to earn the mark (except Accounting syllabuses where they 
indicate negative numbers). 

3 Calculation questions: 
 The mark scheme will show the steps in the most likely correct method(s), the mark for 

each step, the correct answer(s) and the mark for each answer 
 If working/explanation is considered essential for full credit, this will be indicated in the 

question paper and in the mark scheme. In all other instances, the correct answer to a 
calculation should be given full credit, even if no supporting working is shown.  

 Where the candidate uses a valid method which is not covered by the mark scheme, 
award equivalent marks for reaching equivalent stages. 

 Where an answer makes use of a candidate’s own incorrect figure from previous working, 
the ‘own figure rule’ applies: full marks will be given if a correct and complete method is 
used. Further guidance will be included in the mark scheme where necessary and any 
exceptions to this general principle will be noted. 
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4 Annotation: 
 For point marking, ticks can be used to indicate correct answers and crosses can be used 

to indicate wrong answers. There is no direct relationship between ticks and marks. Ticks 
have no defined meaning for levels of response marking. 

 For levels of response marking, the level awarded should be annotated on the script. 
 Other annotations will be used by examiners as agreed during standardisation, and the 

meaning will be understood by all examiners who marked that paper. 
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Section A Data response 
 
Question Answer Marks 

Follow the point-based marking guidance at the top of this mark scheme. 

1(a) The article refers to concentration ratios. Explain what is meant by a 
concentration ratio and how it is calculated. 
 
The concentration ratio is the sum of the market share percentage held by the 
largest specified number of firms in an industry. It ranges from 0% to 100%, 
and an indicates the degree of competition in the industry.  Low concentration 
ratio in an industry would indicate greater competition among the firms in that 
industry. (2) 
 
It is calculated by adding together the total sales for each of the specified 
number of largest firms in the industry. (E.g. a 4 firm concentration ration 
takes the sales of the largest 4 firms) That sum is then divided by the total 
sales of the industry and converted to a percentage. (2)  

4 

1(b) Explain, with an example, whether the article is correct in saying that 
neither the producer nor the consumer pays for negative externalities. 
 
A negative externality is a cost that is incurred by a third party. (1) Negative 
externalities exist when individuals bear a portion of the cost associated with a 
good’s production without having had any influence over the related 
production decisions. (1) 
 
Accept any relevant example of the effect of production on a third party. (1 for 
example, 1 for application). 
Maximum 3 marks if only consumption externality discussed. 
 
Max 3 mark if only consumer  

4 

1(c) Apart from negative externalities, describe two reasons why the article 
says increased concentration in an industry may not improve consumer 
welfare. 
 
2 marks for each reason. 1 for identification, 1 for explanation. 
2 marks for each reason. 1 for identification, 1 for explanation. 
2 marks for each reason. 1 for identification, 1 for explanation. 
 
 it allows increased power to monopolies with resulting higher profits that 

benefit the shareholders and producer management not the consumer. 
 it results in unequal bargaining power between employers and workers. 

Workers have little scope for arguing for pay rises.  
 it allows an unequal negotiation between large organisations and small 

independent suppliers. Large organisations can insist on low purchasing 
prices and small suppliers have limited power to resist. This has been 
noticeable in large supermarkets dealings with small farmers. 

4 
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Question Answer Marks 

1(d) The article says that monopolies are tolerated because they are efficient. 
 
Assess, with the help of a diagram, whether economic theory supports 
the idea that monopolies are efficient. 
 
Definition of efficiency: 
 Productive efficiency producing at the lowest cost for the particular 

output. (2) 
 Allocative efficiency where every good or service is produced up to the 

point where the last unit provides a marginal benefit to consumers equal 
to the marginal cost of producing it. (2) 

 
Diagram should illustrate: 
Correctly drawn and labelled Monopoly diagram. (3marks) 
 
Conclusion: the theory does not support this opinion. (1) 

8 
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Question Answer Marks 

EITHER 

2 To improve allocative efficiency economists frequently advise 
governments to remove existing subsidies to the private sector 
providers of education. 
 
With the help of a diagram, evaluate this advice. 
 
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and 
Table B: AO3 Evaluation to mark candidate responses to this question. 
 
AO1 and AO2 out of 14 marks. AO3 out of 6 marks. 
 
Indicative content 
 
Responses may include: 
 
AO1 Knowledge and understanding and AO2 Analysis 
 
 The distinction between public and private ownership should be clearly 

explained 
 
 Education should be identified as a merit good and the significance of 

merit goods explained. 
 
 The links between a merit good, positive externalities and allocative 

efficiency should be analyzed. 
 
 Analysis of the relationship between the private provision of education, 

the use of subsidies and potential efficient outcomes should be provided. 
 
 A diagram should be provided to illustrate the impact of a subsidy on the 

provision of education by the private sector 
 
Where no diagram – max marks top L2 

20 
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Question Answer Marks 

2 AO3 Evaluation 
 

 The use of subsidies to encourage the provision of education in the 
private sector might not be entirely successful because of the difficulties 
involved when attempting to assess the precise level of subsidy required 
to achieve an allocatively efficient outcome. 

 
 Subsidies provided by the public sector are often expensive and their use 

will automatically create opportunity costs. For example, money spent on 
state subsidies to health care 

 
 Subsidies in the private sector will mean that access to education is still 

based on an ability to pay, this might create inequitable outcomes in 
society. 

 
 The pursuit of profit supported by subsidies might enable private firms to 

cut costs and reduce any unnecessary bureaucracy thus leading to a 
more efficient use of scarce resources. 

 
 Direct state provision of education might lead to less efficient outcomes 

and reduce the time taken to ensure a high standard of education is 
available on an equal basis throughout the population.  
 

 A conclusion should be attempted which examines the net benefits of 
each alternative i.e. private or public sector provision of education. 

 
 Also, the impact on price and output in some circumstances takes a long 

time to become effective. 
 Advertising is often costly and it is not always certain that it will have a 

sufficiently persuasive effect to ensure the correct level of output / 
consumption is reached 

 It is possible to show that government intervention can reduce the level of 
inefficiency caused by the existence of negative externalities, but it is not 
clear whether the net effect of government intervention will always be 
positive. Some types of intervention will be more effective than others 
depending on the nature of the good / service under consideration. 

 
Accept all valid responses. 

 

 AO1 Knowledge and understanding and AO2 Analysis 14 

 AO3 Evaluation 6 
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Question Answer Marks 

OR 

3 Some firms frequently use price discrimination. 
 
Assess the view that when this occurs, price discrimination will always 
benefit the producer at the expense of the consumer and society. 
 
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and 
Table B: AO3 Evaluation to mark candidate responses to this question. 
 
AO1 and AO2 out of 14 marks. AO3 out of 6 marks. 
 
Indicative content 
 
Responses may include: 
 
AO1 Knowledge and understanding and AO2 Analysis 
 
 The key characteristics for effective price discrimination (PD) to take 

place. (Ability to set price, separable markets with different price 
elasticities of demand) 

 
 The use of practical examples to illustrate the meaning of PD. 
 
 An explanation / analysis of at least one model of PD to show the effects 

on the producer in terms of price, output and profit. 
 
 An explanation / analysis of PD on the consumer in terms of price and 

quantity demanded. 
 
 The use of relevant labelled diagrams (not mandatory) 

20 
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Question Answer Marks 

3 AO3 Evaluation 
 
If firms are rational profit – maximisers, the firms must benefit from their action 
therefore the initial point that the producer will always benefit is true. 
 
As total spending on the good / service takes place this represents a transfer 
of consumer surplus to the producers. 
 
But it depends on whether the firms gain at the expense of consumer and 
society. 
 
If the price discrimination exists between domestic and foreign markets The 
producer may also be able to drive competition from the foreign market if it 
charges high domestic prices / recovers overheads domestically. This may 
improve a country’s balance of payments. 
 
Some consumers gain and some lose. The lower price in the low PED market 
will benefit those consumers in that market whilst the opposite occurs in the 
High PED market. 
 
The increase in profits may allow the producer to increase its research and 
development leading to innovative production techniques which lower long 
term costs – dynamic efficiency. The benefits of the dynamic efficiency may 
be enjoyed by consumers / society as lower prices. 
 
The assessment of the statement should conclude with the view that it should 
benefit the producer as a matter of rationality but whether this is  always at 
the expense of consumers / society is debateable. 
Accept all valid responses. 

 

 AO1 Knowledge and understanding and AO2 Analysis 14 

 AO3 Evaluation 6 
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Question Answer Marks 

EITHER   

4 An increase in a government’s budget surplus will increase 
unemployment in the short run but it will make it easier to control a 
balance of payments deficit in the long run. 
 
Evaluate this statement. 
 
Use Table A: AO1 Knowledge and understanding and AO2 Analysis and 
Table B: AO3 Evaluation to mark candidate responses to this question. 
 
AO1 and AO2 out of 14 marks. AO3 out of 6 marks. 
 
Indicative content 
 
Responses may include: 
 
AO1 Knowledge and understanding and AO2 Analysis 
 
 Knowledge of what is meant by a budget surplus, in relation to the 

difference between government expenditure and government income. 
 
 Reference to links between a government surplus, aggregate monetary 

demand and unemployment. 
  
 Explanation of the specific type of unemployment that might relate to an 

increase in a governments budget surplus. 
 
 Analysis of the links between changes in interest rates and 

unemployment in the short run. 
 
 Explanation of some of the key elements of the balance of payments 

accounts and how they might be influenced by changes in fiscal policy. 
 
 Analysis of the links between a budget surplus and the control of a 

balance of payments in the long run. 

20 
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Question Answer Marks 

4 AO3 Evaluation 
 
 The impact of a budget surplus in the short run on the level of 

unemployment will depend upon the main cause of the existing level of 
unemployment. 

 
 A budget surplus is more likely to have a negative effect on 

unemployment when an economy has a lot of existing spare capacity. 
 
 If structural factors are responsible for unemployment, supply side 

policies might be more effective. 
 
 A budget surplus might lead to lower interest rates and cause problems 

for specific industries within an economy. For example, low interest rates 
might cause a boom in the housing market. 

 
 If a budget surplus leads to a subsequent fall in interest rate, this might 

ultimately make it more difficult to control a balance of payments in the 
long run. 

 
 A conclusion should make an attempt to make an overall comparison 

between the use of monetary policy and alternative fiscal or supply side 
policies. A judgement should be made which directly addresses the 
statement in question. 

 
Accept all valid responses. 

 

 AO1 Knowledge and understanding and AO2 Analysis 14 

 AO3 Evaluation 6 
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Question Answer Marks 

OR 

5 AO3 Evaluation 
 
 Low – income countries might increase productivity due the transfer of 

new technology from high income countries, however this might lead to a 
substitution of capital for labour thus increasing the level of 
unemployment. 

 
 An increase in Foreign Direct Investment (FDI) might lead to the 

exploitation of the indigenous raw materials, thus leading to a long run 
decline in economic growth. 

 
 Increases in productivity might provide opportunities to create more real 

wealth but it will still depend upon a government in a low – income 
country to ensure that any increases in wealth lead to equitable 
outcomes. 

 
It is relatively easy to link an increase in productivity to the availability of more 

goods, however living standards are also influenced by an increase in the 
provision of services such as health and education. It is not easy to 
measure change 

 
 In conclusion, it is clear that there is a potential role for an increase in 

productivity to influence living standards in low re – income countries but 
this will depend on many factors which have been referred to above, 
some of which might have a less direct positive impact.  

 
Accept all valid responses. 
 The links between an increase in FDI and GDP and an increase in living 

standards are not clear. Sometimes, labour is exploited by MNCs in low- 
income countries. The majority of MNC profit might be repatriated rather 
than re – invested in the low re – income country. 

 Higher skilled work might be provided separately by the MNC therefore 
          training of the indigenous population does not take place. In some cases 

it has been argued that MNCs extract key resources and then leave. 
 It is not certain that a government will use the increase in tax revenue 
         to invested in key sectors such as health, education and the country’s 

infrastructure. 
 es in productivity in relation to services such as health and education. 

20 
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Question Answer Marks 

5  A government in a low-income economy has to decide whether to allow 
          FDI into their economy which might produce short – term benefits but 

result in long re – term consequences of resource depletion in the long 
run. 

 It is very difficult to measure changes in living standards. Increases in 
          GDP might not be divided equally among the population. FDIs might 

introduce external costs of production which are likely to have a negative 
effect on overall living standards. 

 In conclusion, it is clear that there is a potential role for FDIs to improve 
          living standards but this will depend on many factors which have been 

referred to above, some of which might have an overall negative impact. 
Also, it is very important to ensure that an appropriate measure of the 
standard of living is used, one which does not focus entirely on an 
increase in access to material goods and services. 

Accept all valid responses 

 

 AO1 Knowledge and understanding and AO2  Analysis 14 

 AO3 Evaluation 6 
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