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Example Candidate Responses — Paper 2

Introduction

The main aim of this booklet is to exemplify standards for those teaching Cambridge International AS & A Level
Economics, and to show how different levels of candidates’ performance (high, middle and low) relate to the syllabus
requirements. This document helps teachers to assess the standards required to achieve marks beyond the guidance
of the mark scheme.

In this booklet candidate responses have been chosen from the June 2023 exam series to exemplify a range of
answers.

For each question, the response is annotated with examiner comments about where and why marks were awarded or
omitted. This is followed by comments on how the answer could be improved. There is also a list of common mistakes
and guidance for candidates.

Please refer to the June 2023 Examiner Report for further details and guidance.

The mark scheme is available on the School Support Hub

9708 June 2023 Question Paper 22

9708 June 2023 Mark Scheme 22

Past exam resources and other teaching and learning resources are available on the School Support Hub



http://www.cambridgeinternational.org/support
http://www.cambridgeinternational.org/support

Example Candidate Responses — Paper 2

How to use this booklet

This booklet goes through the paper one question at a time, showing you the high-, middle- and low level response for
each question. In the left-hand column are the candidate responses, and in the right-hand column are the examiner
comments.

Example Candidate Response — middle Examiner comments

U T2 [Tn 206, b sovemmand budgek boloney eomlost o1 olokid®
Lof 9% of GOF while in" 2030 the &QV(L(V\W olgeh
|5 belane. oo @cooloh o olobeik oF SO o ofP.Thy
| s et pVETInant )wd of Volonen, cloficth nened “P@Mm -

Z%% GWQD >/w___v>wE GW Fom 2006 I 2020— whae _
fhe oﬂﬁf\w n wlo & W My\ T&L &[Qgc& - 20(b- 0 0The candidate correctly

uses the evidence to identify
that there is a budget deficit and
that it increases over the period.
g They avoid using a phrase such
¥ SENLY .
A..(,..‘.mw Ny a,#s:e " . as ‘worsened’ as this would be
L XA .| SUbjective and not factual.

i Y, | Markfor (a) = 2 outof 2

/fE
Answers are by real candidates in exam conditions.
These show you the types of answers for each level.

Discuss and analyse the answers with learners in the
classroom to improve their skills.

~

xaminer comments are

alongside the answers. These
explain where and why marks
were awarded. This helps you
to interpret the standard of

Cambridge exams so you can
help your learners to refine their

exam technique.
\_ d J

How the candidate could improve their answer

* (b) The candidate could have saved some time as the question did not require any written explanation.

* (c) The candidate needed to have added one more link of analysis before mcludmg an evaluative statement. For
example, the candidate might have included the relevanc w its
removal was likely to lead to a greater increase in the r:
have referred to the significance in the size of the fuel s
increase in inflation is likely to be.

This section explains how the candidate could have
improved each answer. This helps you to interpret

the standards of Cambridge exams and helps your
learners to refine their exam technique.

Common mistakes and guidance

* (a) When referring to data in a table, candidates need to recognise whether it is a deficit or surplus and not simply
state that the numbers are positive or negative. Candidates should use their economics toolkit to interpret the data.
Moreover, when comparing a data set, candidates should avoid phrases such as ‘worsening/improving’ as this is
subjective.

¢ (c) If a question asks to consider the extent, then candi
offer an alternative perspective. Candidates needed to
that supports the question, before including a brief expl

This section lists common mistakes as well as
helpful guidance from the examiner. This will help
your learners to avoid these mistakes. You can
use this alongside the relevant Examiner Report to
guide your learners.
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Question 1

Example Candidate Response — high Examiner comments

e | Te Dok, JM oowogiint bk Lol Geonlod o dokieit
~|of Z‘M OF wiile. in~ 2020, W&QV(L(V\W\QM \/uo[qgk
..A.,..-%Lb&\av\& oleo  @eooulgh o{@fﬁcﬁk S % of GPP. This
o Jab dhe aprermont )w\ol%d' Volonee, dobich ot fomn
0% o WQO $O% ofCpe Bee 206 b 2000 vhon

o bt w9030 i limpe ban e olsict 20t @)

a The candidate correctly uses
the evidence to identify that there is
a budget deficit and that it increases

[ b |© - Rk M 5 | | phrase such as ‘worsened’ as this
A_S.Vm - u% o . | | Would be subjective and not factual.
&/

Mark for (a) = 2 out of 2
(i inefficipey)

| Tiom the d*b\f)‘uw\ O&ﬁww e b %@ lovel &F vhanilonpeont on
fne Ngwm LOPOMIA Jﬂ/\@ u@h@% WAVes oo mW@? mow\xz,
_q}ﬁqw\_% 1o o gy of pwobw@va MFF,qW 0s %u\ o et

‘u!nh‘&\% all_ e Bhouc in” uic LN, e e The candidate correctly

constructs an accurate production
possibility curve (PPC) with a

| 0 ,FM (Q)!\/\WO\ @f M Ud‘/:(o(mg I ﬁ\‘& M»\ V\t})jr MW/ lfw lo rxh 1 | movement to a new position

ot drie inside it.
ncont i infplon o5 dre B w0 ctue e i of of Mark for (b) = 2 out of 2

k)(wm ’g\@, ol ocourks Be Z0% of N‘%ﬁ‘os wc)rt
piean plice heuase in ol welol wele ¥ tocs e wwwa
i N(}fwh@ml rodels yhich wil slefeorde Hatc ‘LXVMJYS |
| addnee i %c@%ufrq olinordh ol Gsluen ndlaion. o o The candidate correctly
| | identifies the rise in oil prices as

Foveiaron W o s, @{- o VWXM [/‘OML {od Yo tod WS(« representing an increase in the
o R " \m ws s Qmjrd&a er\gz\(@;j%% wﬁ)m\o\ costs of production.

“% _vhidn V\W W o W\P{W“ Moo foonl pricas g | @ The candidate links this to a

- M\‘Of , MJV‘“ M ARSI | rise in the rate of cost-push inflation.
&@\\Jrs A J“’ on (Y\CW in f“w« (WJ 4}“\ fase Mark for (c) = 2 out of 4
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Example Candidate Response — high, continued Examiner comments

&AV@-QM ey %avmw‘r ferding ond poltces ugeot o
inflnanie Yo oongos e sugplyy (AS) tn_an i phomn - &)\p\o\hﬁrm&ge
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| Whv\ wwwx
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movedany oc Bl yolices g B eal wodol ¥y be bufher

e The first paragraph
demonstrates an accurate
explanation of how supply-side
policy (SSP) — in this case a
reduction in corporation tax —

may encourage private sector
investment in industries other than
oil.

e The candidate also
demonstrates some accurate
analysis of the potential
weaknesses at the end of the first
paragraph as governments would
not be able to control what the
retained profits might be spent on.

0 The candidate’s second
paragraph contains some limited
analysis and an evaluative
statement that monetary policy may
be more effective.

e The final paragraph merely
repeats the preceding comments
and was not awarded marks.
Mark for (d) = 4 out of 6
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Example Candidate Response — high, continued Examiner comments
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T o et oo & frore by
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i \wm W@@m “Jhe, gw{\w\w

(\s@d& W OFOQ
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rolachion omol ORIy Kign of
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eoros o 1 conddent ﬂ@m\/w’r Y 9% 0

0 The candidate’s first paragraph
provides an accurate distinction
between both types of taxes before
providing clear developed lines of
reasoning on the advantages and
disadvantages of using direct tax to
increase tax receipts.

@ The candidate proceeds to offer
a similarly detailed analysis of using
indirect taxation instead.

0 The candidate’s final paragraph
provides a clear and well-thought-
out evaluative judgement that is
focused on the question throughout.
Mark for (e) = 6 out of 6

Total mark awarded =
16 out of 20
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How the candidate could improve their answer

(b) The candidate could have saved some time as the question did not require any written explanation.

(c) The candidate needed to add one more link of analysis before including an evaluative statement. For example,
the candidate might have included the relevance of the price elasticity demand (PED) for fuel and how its removal
was likely to lead to a greater increase in the rate of inflation. For the evaluative mark, the candidate might have
referred to the significance in the size of the fuel subsidy, e.g. the higher the subsidy then the larger the increase in
inflation is likely to be.

(d) The candidate might have reinforced more on the specific question of the weaknesses of the SSP covered on
reducing the dependence on oil and natural gases rather than just the potential disadvantages of the problem. This
would then provide the platform for evaluating SSP against other policies to this specific issue as opposed to just
offering unexplained assertions.



Example Candidate Responses — Paper 2

Example Candidate Response — middle Examiner comments

.| Section A . I
L) (. C\ovmmm'r 'ﬂuﬂ(na-f/ N _balance. - jo: Gongizt by
' ‘(ovvrnmewrb Shen __Mo_(_,_-_fl.'a_m._'p«u\/_emue-.-“ e il H»e_

' 3ovmmen'f b 6!'/ bolonce__-is =3, 7% . Hers, ‘Ilv{:rmﬂ‘e
the soveﬂ\.mm”o__holj:&j__?s -_mi,__(_jgv,zmmﬂt s}:
(arger —me Ty &\/mue_)__AAoL_m »oro _ﬁi\;eﬂ_gov&m
L@ijet it . _dor =0 /J.j_c,,inar_eﬂe.:n_abaalate
valite, ceprtront. _an_ Tnoremse_- bu o(,gé-u?—b__a_ a The candidate gains both
| marks for stating that the data

shows a budget deficit and that
this deficit increased. The data was

. _Plroa(wa?on Fossfble wyve.  (PPu)y % ‘H\é Mo
ow'wq\“t on__twonorny AN grclame. T the  exsTEl.

; | ¥ included to reinforce the point, but
. B thefe R an DA o L0 lewed A this was not necessary to gain full
\M\Ml Jmﬁv\‘t on.  NTgesinn . _eonaw _ﬂ\& octunl, marks.
o(& g g NWWC el deuedre. . .| Mark for (a) = 2 out of 2
. 600 - Au,orv(AM ‘{70 +the  dingroan ,

there. \tﬁ’h e - Ma/enkr'v{m’f
oy e vou\-(; i o Dom'ﬁ X.

74
’M\& \ }\0 o(eoretw, xﬂ urgfu't WM e The candidate achieves a mark
* \ lesd . 40 a4 row%nov\ for an accurate construction of a
- PUTANN : production possibility curve (PPC)
U hcd D and then gains the second mark for
I . - _ , showing an appropriate movement
) . \1‘0 Ahe #Md/ : g"‘"“'d“'f“"“ A AZ%W ke, repored.. from an initial point to one closer to
“The -ﬁ?rwv‘; e which ZIDW”(W’TV‘“-” foed roym)  [ocs the origin. Although the initial point
vw{%—f ond__they  hove. less Jiheentive  “fo 9‘*{’?"4 ‘Y’ is within the PPC, this is fine
: v}‘/\pre —fuf/(/ ’ﬁa_}e Spply .J Loel, {a[\  the 79{%6,_ as the second point ‘X’ is closer to
L e, l_,\m%% . 4 ' the origin. Although the ordering of
A f/‘ T S" o ' the letters was unusual, the arrow
' W? ) = Amrd’”j 4o Hhe O(Afﬁmw‘ e | Jemonstrates a correct movement.
e ~ er'j fy to 5'Y Hhe puce || Mark for (b) = 2 out of 2
il /I{\ L %: wnl —H\oreﬁam h\arem -FLoM
“ '. Yy . : ?o o [7, TIM‘S yv\.cm\g —H\e, 0 For (c) the candida_te is
i @” sz cost. y_{ ’trw\e’wrtmon wﬁl THeres fawarded 2I of t?e 3 ?‘Vhallal?[lr? marks
L fond B ] o or an explanation of how the
lead "E“"'“OAQ“"FM“\ ”‘\a’m’“*e ' removal of subsidies might lead to

an increase in the rate of inflation.
HONOIW He. removal, J subgdy  means _ Governwest . | The commentary at the side of

Spemelin “MCMC_.MA j"ﬁ”‘/ AR EQ_AD), Consist by the diagram recognises that there
govement, _ cpencing o+ mVab;m—r —+  CinsunpEion -+ would be an increase in the cost

KPort, — WTWJL o AD  decreme  There . wleo of production and that this would

contribute to a rise in the rate of

|
%rm«mc_.m__dvﬁ b_a J cost-push inflation.

o The candidate is awarded the
1 mark available for evaluation

by noting that the impact on
inflation might be offset in part
due to the reduction in aggregate
demand (AD), caused by the fall in
government spending.

Mark for (c) = 3 out of 4

10
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Example Candidate Response — middle, continued Examiner comments

). fw»lu—f\o{e polica__ T4 ot To _Tncrease_ Ajgr@o.cte__.-

S‘Xj ,__L%)szé\mﬁ h.. %‘Q’% “the. . -ﬁm;tor ond
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br  Lother.. eduneoction___pndl~ 1 J '~ o __‘Ii\f:vf_ __have_
| perdTrnowationor techndeay . o Jeouded Lp the
Je L Nioerron__eonomy 'hmgf‘er ﬂ{)wm f/xlboft‘/t Dmvww —
1 Seifor_predutts, bto  Guummdend  Sector | prodidcts ., 9uvk/ 24,
- . manufoutom 4000‘& T}\emzvm-’ Supply fsr‘ode Dolxew_ 15 One. |
J (vJ N . .
W‘j 1o d/LV‘W‘iCj e N‘wa\ ""ﬂ""’v‘j- e eFor(d)the candidate is

awarded 2 marks for an accurate

Qﬁ——tke—f#cw—kmé——@vemmaﬁ;—em——w—ﬂwzs-h—amﬂ_ explanation of how education

al Loa ’ l\} ) and training could support a
’ U - diversification of the economy.
oot the_firms _any_not ke _goud_uoc o e
Q/\bg\m ﬁm J ‘npovection_ aov(’/rhw&w't po ey e The candidate is awarded 1
“Fw‘b, 0 7 J b mark for recognising the weakness
of education and training; namely

=1 | that the subsidy may not be used
i On the cther Ml&a{bﬂ;_—-Pi"ammﬁf\:tn‘-_.—C&ﬂ—--~Z{%Q‘Z¢%0~itl\€~~—~-w—» effectively. The lack of development

nterest,  rate  abieh R Called contrctiona  wenetwnf | | meant that the second mark was
molioy__ Y Thaease.  the  Tnvettment, , e also not awarded.

_'Hsc__:t@ngbgﬂ_mwz(g:{.m\sj_e__#_ o e

One mark was awarded for
an attempt to introduce monetary

| Howerer > the tame \j L1 for fovernment; /‘/{W\MM mfeesh | policy as a possible alternative
- e long ,—S0_ _,___ﬂmorT/ .t T ~mo{ﬁ et approach to supply side policies;
J however, this was asserted and not

explained.

In OOV\U(wscor\ J Sw qum';r e Dollﬂ L M@M T
) o(/n/eva\\ the %70\%*‘7___&[«&1/\__ Vernmest, A have. _ %7
l; Aded, . Pyv\‘T . uonetied_+ poliz” Tsi -oluer- Mé!wf h
or\’l “Ferms, . 0 Y eThecandidate’s reference to

the time lag and conclusion was
deemed to be too assertive and no
explanation was given to justify the
point made.
Mark for (d) = 4 out of 6

11
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Example Candidate Response — middle, continued Examiner comments

(e).| Tax 1o the d‘ovamma\'t clocacon rr\oome/ Il?rm@t
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1
[
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I
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X /%‘(p, 4 Am} e sw>|>lu M“‘/’ S{J]gr mark was awarded for this point.
! V//// “ rom § o gt "}Tﬂc 0(3'0\'\0@
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/)<\\\
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x'{mﬂe a(cw;ewy(’, e U{WML -H\e Tox__rexeaune
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R (O —Fmtl n AA’SD«’SAH{, mog_w-/ ‘HC {abowr wow
\ﬁz&z:éljﬂ’ 0(A"9Tncmcﬁ\,_€, Lor pork , Fhe . tax _cevenue

e @ Once again, no mark is

£nl]. @ : awarded as the reference on the
‘ price elasticity of demand is not
Ta_ conclsion . He.. adnusting, . 91 nebirect ond L&(%t being explicitly attributed to direct or
7 J indirect tax.
tax__Can_: Tneeme. T _renen Lw . ¥t iplepevds  on |

the PED el how pmush ﬂ\_,ﬁ tax__exest o -@—‘ mThe candidate’s conclusion

does not differentiate between
direct and indirect tax. Moreover,
unless it is based on accurate
explanatory commentary, no marks
for evaluation can be awarded.
Mark for (e) = 0 out of 6

Total mark awarded =
11 out of 20

12
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How the candidate could improve their answer

(c) The candidate needed to add one more link of analysis before including an evaluative statement. For example,
for the third explanation mark, they might have referred to the high weighing of fuel in the measurement of inflation.

(d) The reference to firms not making effective use of the subsidy could have been developed, perhaps by
explaining that the quality of the training providers might be substandard and how this would limit the success
of the policy. Alternatively, the candidate may have referred to time lags involved before the workforce has been
equipped with their new skillsets. When suggesting monetary policy might be an alternative policy to supply side
policies, then this must be explained, otherwise it is little more than an unexplained evaluation.

(e) The candidate should have explicitly differentiated between the two types of taxes referred to in the question.
For example, explaining how an adjustment of a direct tax might increase tax revenue before considering any
limitations of this approach, should have been offered. Then the same approach for an indirect tax should have
been included, before offering an overall conclusion.

13
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Example Candidate Response — low

Examiner comments
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0 Although the candidate includes
the data, the negative value is not
identified as representing a budget
deficit. Similarly, the reference
‘decreasing trend’ is vague and not
sufficient to demonstrate the deficit
increasing in size/value.

Mark for (a) = 0 out of 2

e The candidate is awarded
the first mark for an accurate
construction of a production
possibility curve (PPC).

o The candidate is awarded the
second mark for the labelling of
point A. Although this was within
the PPC without any other labelled
point, it was just sufficient to
represent rising unemployment of
resources.

Mark for (b) = 2 out of 2

o The candidate is awarded 1
mark for the diagram/explanation
that the increase in the cost of
production would shift supply to the
left (this is only rewarded once).

6 The candidate is awarded a
second explanation mark for making
reference to the rise in fuel prices
contributing to an overall increase

in the rate of inflation. There is

no evidence of any evaluative
commentary, so this is a one-sided
response.

Mark for (c) = 2 out of 4
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Example Candidate Response — low, continued

Example Candidate Responses — Paper 2

Examiner comments
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e The candidate offers a basic
explanation of the strengths and
weaknesses of supply-side policies
with no explicit or clear implicit
reference to how ‘education’, plus
‘building infrastructure’, may help
diversify the Nigerian economy
away from its dependence on oil
and natural gas exports.

Mark for (d) = 1 out of 6

0 The candidate is awarded 1
mark for recognising that increases
in indirect tax may see a reduction
in demand which would affect the
tax revenue gained from sales.

e The candidate is incorrect to
state that direct taxes are fixed and
are collected without other income
factors considered.

Mark for (e) = 1 out of 6

Total mark awarded =
6 out of 20
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Example Candidate Responses — Paper 2

How the candidate could improve their answer

(a) The candidate needed to state that the negative value of the government budget balance was a budget deficit.
Having done this, a precise comparison should have been provided; the deficit increased.

(c) Three clear statements should have been stated showing clear lines of reasoning before offering the possible
counterbalance to the earlier analysis.

(d) Having offered two possible supply-side policies, the candidate would have benefitted from explaining how their
successful introduction would reduce the dependence on oil and natural gas. To offer balance on assessments, the
candidate would have benefitted from comparing the identified policies against alternatives, e.g. monetary policy
before judging whether or not supply-side policies were the ‘best’ way for Nigeria to diversify the economy.

Common mistakes and guidance

(a) When referring to data in a table, candidates need to recognise whether it is a deficit or surplus and not simply
state that the numbers are positive or negative. Candidates should use their economics toolkit to interpret the data.
Moreover, when comparing a data set, candidates should avoid phrases such as ‘worsening/improving’ as this is
subjective.

(c) If a question asks to consider the extent, then candidates must either qualify a point that they have made or
offer an alternative perspective. Candidates needed to offer developed lines of reasoning to score the 3 marks that
support the question, before including a brief explanation of an alternative conclusion.

(d), (e) These two questions require a balanced explanation of two contrasting perspectives before offering an
evaluative judgement. A common mistake is for candidates to offer a series of valid points that are asserted as
opposed to being explained. As such, candidates miss an opportunity to be awarded higher marks. Similarly, the
candidate’s judgement must be clear and directly answer the question. Many candidates tend to restate what has
already been written and/or do not directly address the question. Finally, unless the candidate offers a balanced
explanation, they are not able to access the evaluation marks; therefore, it is imperative that a two-sided argument
is presented.
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Question 2

Example Candidate Response — high Examiner comments
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o The candidate addresses the
second element of Question 2(a)
and illustrates how an increase in
the price of the product (through
higher costs) would shift the supply
curve to the left.
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Example Candidate Response — high, continued Examiner comments

o This section of the candidate’s
response correctly states that the
increase in costs will result in a
reduction in consumer surplus

and notes that this reduction will
be lower when the Price Elasticity
Demand (PED) is elastic due to
consumers switching to alternative
options (substitutes).

e The candidate makes an
accurate comparison with a
scenario where demand is price
inelastic, e.g. the lack of available
substitute goods means the fall

in consumer surplus is greater as
consumers have little option but to
pay the higher price.

e The response ends with a
simple evaluative statement that
the magnitude of the change in
consumer surplus is dependent on
the PED of the goods in question.
Mark for (a) = 7 out of 8

0 The candidate begins their
response by providing an accurate
distinction between the two policy
options: maximum prices and
transfer payments. This provides a
good platform for an assessment of
both approaches.

e The paragraph begins with an
accurate explanation of the process
of how maximum prices would
theoretically ensure essential foods
remained affordable to low-income
households.

0 The candidate then proceeds to
offer an appropriate counterbalance
of two potential limitations of a
maximum price policy: shortages
and illegal markets. Note that

the reason for the emergence of
shortages is explained (firms less
willing to supply due to the profit
motive) rather than simply asserted.
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Example Candidate Response — high, continued Examiner comments
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@ The candidate then moves onto
an equally pleasing explanation

of how transfer payments would
support low-income families. The
lines of reasoning are clear and
concise.

This section of the paragraph
offers valid limitations of transfer
payments and refers to both the
opportunity cost and potential
long-run loss of motivation for some
individuals to increase their own
income (which would enable them
to purchase essential food without
financial support).

The candidate provides
a thoughtful evaluation of the
appropriateness of maximum prices
and offers new information which
might influence the government’s
decision-making process.

@ A similar strategy is then
used to consider whether transfer
payments is a more preferable
alternative policy.

Mark for (b) = 10 out of 12

Total mark awarded =
17 out of 20

How the candidate could improve their answer

(a) The candidate could have developed their evaluative commentary at the end, rather than simply offering a single
evaluative statement.
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Example Candidate Response — middle Examiner comments
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6 The candidate accurately labels
a diagram that recognises that a
rise in the price of a product due to
_ | the increased costs of production
va 'Hﬂe S’fo‘i) wwe\g\n“x 5 Hee \&H  Yhee oo rf\aepwc would shift the supply curve to the
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Example Candidate Response — middle, continued Examiner comments
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9 The candidate begins their
response by defining what a
maximum price is and why they are

e \}P . . - — ARX .. Fr\f-b e e e 0 e e e e 1 e e used by authorities. An accurate
o / - \ - diagram is introduced but is not
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1 Tre \oen\a,% mt n rGx imwm foti%c‘:\'w-]xq%od to show how it might benefit
Juh e s e om bewome “Tor o@%ro\abk b soec | | low-income households and the
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@ @ The candidate offers a simple
e e explanation as to why poorer
Potentianl d,sadvcﬂ*aju ob maimuen  prices con e %mk .\.\,\UQ households might gain from a

i e o .euw Jomind ondd @ shm%ﬁz °¥ _}m ?{Md maximum price on gssentlal foods
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B Jd"‘f) *" T "\WA‘QL ""‘“’s o °"““°° to such households having a lower
w\wh ffo‘“o{ . 30%‘ 3, Yo vt g, opportunity cost when buying food
P(,cu A mo\xuwwm fnu’, a\w dis\nm{'\\/\% éi,mp jt,, which, in turn, would increase their
medm.az . e N ‘MM e standard of living.
belju“d ;\ \w“\— (ezﬁ-ﬂc '\3 H/\b mbm\mum ‘,(0.[.'\-\— (}H—u‘\m\ M
0>nw”‘ 0 ] 0 The candidate offers a good

explanation of the potential
problems of a maximum price
policy; however, the response
might have been enhanced if
the candidate had referred to the
diagram to demonstrate why the
shortage would arise.
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Example Candidate Response — middle, continued Examiner comments
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u/ -bo "wg %( ZW ” NWM)' . a.’ ,"“w M "2@"‘“\% rather than established.

@ similarly, the candidate’s
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T . 77| Mark for (b) = 7 out of 12

Total mark awarded =
11 out of 20

How the candidate could improve their answer

¢ (a) The candidate should have focused on the relevance of the price elasticity of demand for the product in
question in establishing the extent of the reduction in consumer surplus.

¢ (b) Although a diagram was not required, the candidate (having drawn one) could have used it as the basis for the
response which would have shown greater depth of analysis.

22
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low
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Example Candidate Responses — Paper 2

Examiner comments

0 The candidate offers a concise
but accurate definition of consumer
surplus.

e Although the candidate offers
two separate diagrams, as opposed
to a single one, the consumer and
producer surplus are both identified
on accurately drawn diagrams.

o The candidate offers a flawed
definition of producer surplus and
refers to the price the producer is
willing to pay as opposed to the
price that they are prepared to
accept.

o The candidate correctly
recognises that the increased
price of the product as a result of
increased production costs would
shift the supply curve to the left.

6 The candidate offers a vague
series of unexplained assertions.

G The candidate is not awarded
any marks for evaluation as the
response merely repeats that
consumer surplus would fall and,
although refers to the price elasticity
of demand, they do not explain why.
Mark for (a) = 3 out of 8
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Example Candidate Response —

low, continued
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Examiner comments

o The candidate’s response
opens with a recognition that a
maximum price would only be
effective if set below the free-
market equilibrium, before using an
accurate diagram to explain how
food would become more affordable
to low-income households, plus how
shortages might occur.

e The candidate offers a valid
explanation of what transfer
payments are and that they might
reduce income inequality. However,
the lines of reasoning might have
offered more development by
detailing the mechanism by which
they work. Similarly, the reference
to opportunity cost and the impact
on other government spending is
correct but lacks explanatory depth.
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Example Candidate Responses — Paper 2

Example Candidate Response — low, continued Examiner comments
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S Dpl/t VVIMVVU(' lZW_HW HOVW/W/}” GOV@I’MM ents compare both options as part of

MLVIM $ot; M 77;426 ‘ﬁ/@@/g %p/[dphm) ,l’,mc/f\_ an evaluative conclusion. Whilst a

number of valid points are raised,

. ,‘ ¢ 5

they are mainly unexplained

')’I/L WMMI TN, }/VM?VX)WVIVM DV‘(’@ -A‘)V oin %WM assertions; for example, why is the

«ﬁw:/{ VMOM he. .vaoyie 04/1/\0//44 e, . n Z>Dll (/vf financial situation of the government
'91L ww_:h“ ;bfoufl‘.’vﬁdf p va/wfs @7 e Va2al Vo Yooiol relevant?
M,{ 2o - 0{{/&_‘, vz /)MDWW Mark for (b) = 6 out of 12
Total mark awarded =
9 out of 20

How the candidate could improve their answer

(a) The candidate would have benefited from providing accurate definitions to both concepts in the question and
ensuring that the relevance of any point raised is explained and not asserted. For example, a recognition of the
importance of price elasticity of demand is evident, but an explanation of why it is important is absent.

(b) The candidate would have been awarded a higher mark by using developed lines of reasoning to explain the
advantages and disadvantages of both policy options. Whilst many relevant points are raised, the reason for their
importance is not explicit; this is essential to be awarded the higher marks.

Common mistakes and guidance

If a diagram is included, then it must be accurately labelled and appropriately referred to when analysing a specific
point; without such references, the diagram will add little to the response.

Any relevant factor identified by the candidate must be explained rather than asserted. For example, in (a), a
candidate must go beyond stating the importance of PED; they need to demonstrate its importance.

Evaluation does not need to appear at the end; it can appear throughout the response. However, when making an
overall conclusion, it should be focused on the question and not simply repeating what has already been written.
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Question 3

Example Candidate Response — middle 1

Examiner comments

|.Secthion B 5. :
(a). "HMAM T phere  the DW hes ine tendeny
P je,i__ wili l’:‘.ﬁA&\___ e T A __o(&m»(,_v\é&_‘b_
QM)VN anol-_the, Aears F
”‘”—‘“‘w’\"@ A(ccoro(xma o~ the  Atugram _the
\7\ > o Q Dovect o _._kw/\ov& %mmja_t_md'/s__
‘ N AN <Y Flj ] &wlﬂmm ‘Dom’b Hiz
B N point reptesud, the pantzry |
/N’\' O"l’\9w\v\?fl ALe, M((xm to LLZir
L N\ p -ZAW/\[/ -to__the q .
A Lesy W‘H/ma Te 5\'/1, 90 3
Q. &me An Quustrty (1) cw( I7va\oe
(,Pl) and rJa “tendonwy; To
cﬁwwe_e J
h[ the. 1vnat -ﬁn’ { Abovsr mmety).b ‘Hf\c___o(/ls osable
Thtome, ~_£e'r Low( Thexease . )_'[‘LC_L,M_M \_:u\cr eore. |
Y"T,(& Acvording 1o the a(xoamm ’H\&
N pd cuve s[Jﬁt —‘r‘z)Lm D teb

Thea ‘H\c&n%k‘"s@ﬁm_

7 Mlq%mum_}m‘_c_e_mmm_ )

|\n\7

Yo o P, the e@wldmum

{7
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“ The candidate accurately
makes reference to demand being
equal to supply and that there is no
tendency to change.

o The candidate provides
an accurate diagram and the
accompanying explanation is
correct.

o The candidate offers a
demand-side approach to the
answer; although the supply curve
is not labelled, there is a shift in the
demand curve to the right. However,
the candidate does not convincingly
establish that this is the demand
curve for goods. Moreover, there

is no acknowledgement that this
would only be accurate for normal
(or luxury goods).
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Example Candidate Response — middle 1, continued Examiner comments
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This section of the response is
not developed in terms of inferior
goods and lacks clarity.

e The candidate now considers
the question from a supply-side
approach and considers the
increase in wages as a rise in the
cost of production. An accurate
diagram is provided with the supply
curve shifting to the left. However,
the relevance of both price elasticity
of demand and supply (of the goods
is not included).

e The candidate offers a simple
unexplained point of assertion of the
relevance of whether the industry is
capital intensive. The point needed
to be developed further.

Mark for (a) = 5 out of 8
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Example Candidate Response — middle 1, continued Examiner comments
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‘ i growth is not established. Similarly,
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However, The, ot Cost yf W],,;,,s g exerst ppﬂlr“[wrﬁq entry and the relevance of the PES
; ,
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The pgfw-w\l, oy, Maj Thereme )._—H_\c LoneWL

OINWH\ @ — ‘ e The candidate considers the
relevance of the size of the labour
force and considers the importance
of immigration; however, the link
between increased immigration
and increased long-run economic
growth is asserted rather than
explained.
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Example Candidate Response — middle 1, continued Examiner comments
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0 Although the importance of
the quality of the immigrant labour
is acknowledged, the explanation
lacks full development.

@ As with the other factors of
production identified, the relevance
of land is noted, but its importance
lacks explanatory depth.

0 The candidate makes a valid
attempt to judge whether or not
encouraging entrepreneurship is the
most effective way to achieve long-
run economic growth, but the points
are stated rather than explained.
Mark for (b) = 7 out of 12

Total mark awarded =
12 out of 20

How the candidate could improve their answer

(a) The candidate might have focused on the demand-side approach and concentrated on how increases in

disposable income would affect the demand; therefore, the price and quantity demanded/supplied of both normal

and inferior goods.

(b) The candidate might have explicitly established the link between how each factor of production might result in

long-run economic growth. Such depth of discussion would have increased the chances of the candidate achieving

a Level 3 response.
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Example Candidate Response — middle 2 Examiner comments
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Mc& ....................... S"PPj e | | price is where demand is equal to
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| mply. T qartiy sy 1 Neler when prce ncrase , ond e gty demwy{m
» will b&lawer Wen fhe em%um s rexcheo{ pien anf’fig Su/ﬂy”f‘ equal t o Although the candidate does

‘ AT a,\d ;%a not explicitly state the idea that
te quw\i‘fk\l{ srnd e QMHJ s coled @Luih’bﬂuq P there is no tendency for equilibrium

| PHCQ QT his QWHB 15 q!e’i W%H"M anht\zf 0 . price and quantity to change at
The inaeose, of Mges mEanS e derond 4 pleed , 0 thedamw[ cune. equilibrium, there is sufficient
stfs ‘o the r@ht Neverﬂg!ess it s the cose ;ﬁnr norma] 090{ The vornal coverage that demonstrates the
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o The candidate adopts a
demand-side approach to the
increase in wages and provides a
clear explanation of the increase
in both the equilibrium price and
quantity for normal goods.

& Q Q 7 e R e Although the candidate includes
- N Quaint ' the impact on price and quantity for
© The d&MhQ cufve S\djﬁ 4 fhe ﬁaf\'k mem Do Dn: A5 ‘n result, e | | both norma'l and inferjor goodrs] on
e { nn‘di Ma%e m | | the same diagram, this could have
__w egVMHbHum PHCQ MM ﬁow MO P“ W‘i WE Of qu ﬂ jrﬂ - | been included on two separate
& o Gn. diagrams; however, the candidate is

l\(ever’thdess e o jor 4v\§er4or Qeods s oppwﬂe Tf\e 4nxferior 5:»«{5 efficient with the use of their time by
| hwe w lovprice o ow gty peple vemiEhetr b ho using one diagram.

‘/LVQ ‘!V\ PDVQT{H would Hhe 1’0 bm H\QM Wien ﬁ\E '{ﬂCOMQ OJ' PQOPIQ E@DMQS

~- ”W\EF P“’Ple W"“H rwt HWhe o Blk\l.j them mwmore % e demand cme-
|4 m‘ﬂ moves to the left 1 01 HBoth the Gu(ﬁ”bﬁum Pp;‘/_g (M\Ol

wvﬁ«“ﬁt\i e d use, w0 Mond Q4 rap%ﬂ‘eéj e ’ e The candidate uses the
diagram to explain the impact on
e
ok C@’Nﬂ fle c}wge °\f Q’WHMM olen g hawe Of P e i the equilibrium price and equilibrium
v mh‘c@%ﬁ. Wﬂds on the type ghof ot goodl. In conduston, te E”M h,”,}“"is quantity in the market for inferior
| il phncrence when for e noml gedls , and both dberense for the | | goods.
«1 dor t»(s
W x o o i S s o The candidate concludes that

the overall impact on price and
quantity ultimately depends on the
nature of the goods.

Mark for (a) = 7 out of 8
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Example Candidate Response — middle 2, continued Examiner comments
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counfry @ minimal coverage of the importance
of concentrating on enterprise
and nothing on the other factors
of production, the attempted
evaluation is not sufficiently based

on the set question.
Mark for (b) = 2 out of 12

oy ey

- ————
tL "A'A‘

Total mark awarded =
9 out of 20

How the candidate could improve their answer

(b) The candidate should have concentrated on how each of the factors of production might best support long-run
economic growth and reached a conclusion as to which factor might be more/less important than another in a given
scenario, as opposed to the policy instruments that might drive said growth.
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Example Candidate Response —

low

Iml b/z/u/w

. olome. i#»@mm{

Examiner comments

a The candidate’s diagram
is incomplete with neither the
equilibrium price nor quantity
labelled.

e Despite using the term,
‘provided’ as opposed to supplied,
the response is sufficient to be
awarded 1 mark.

0 The candidate offers a supply-
side approach that interprets the
increase in wages as representing
an increase in the costs of
production and ultimately an
increase in the equilibrium price and
reduction in the equilibrium quantity.
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Example Candidate Response —

low, continued
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Example Candidate Responses — Paper 2

Examiner comments

o The candidate now offers

a demand-side approach and
provides an implicit explanation

as if they were purchasing normal
goods. However, the demand and
supply side approaches cannot both
be rewarded; as such the ‘best’ one
was counted.

6 The candidate’s evaluation

is vague and not relevant to the
question (from either approach).
Mark for (a) = 2 out of 8
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Example Candidate Response —

low, continued
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Examiner comments

0 This section of the candidate’s
response makes a number of valid
comments regarding the manner by
which supporting enterprise might
support an increase in long-run
economic growth, before offering a
brief explanation of the importance
of land. However, these points,
whilst relevant, are often asserted
and lack explanatory depth.

o Given the brevity of the
preceding analysis, the attempted
conclusion is brief and assertive in
nature.

Mark for (b) = 4 out of 12

Total mark awarded =

6 out of 12

How the candidate could improve their answer

(a) The candidate needed to ensure that all diagrams were accurate and fully labelled. They should also have
ensured that, when considering the impact on the equilibrium price and quantity from an increase in wages, they

should focus on the nature of the goods in question; namely the importance of whether the goods are normal/
luxury or inferior.

(b) The coverage of entrepreneurship should have been fully established rather than asserted. Moreover, the
candidate might have chosen to analyse this in addition to offering more than one other factor of production. This
would then have given sufficient balance for the candidate to provide a relevant evaluative conclusion.

Common mistakes and guidance

(a) If a diagram and specific economic term is included in the question, it is imperative that the diagram is accurate
and fully labelled, whilst a complete rather than partial definition is offered.

(a) When the impact of an increase in income is required to be analysed in terms of the impact on equilibrium price
and quantity, the response should focus on normal and inferior goods as opposed to just a basic explanation that
assumes the demand (and therefore the price and quantity) will rise.
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Question 4

Example Candidate Response — middle 1 Examiner comments

Pat  Tichumectiore s lyads va te ble I of
oS

Loys op- £r nx)l i Lo l Iaﬂni’: V'ep 1{" :(p,&dl pAra, Ao

0 The candidate begins the
response with an accurate definition
of absolute advantage.

e Although, at this stage,

the candidate does not refer to
comparative advantage, they
establish that a country may have
an absolute advantage in the
production of two goods but should
produce the goods that it can
produce with the lowest opportunity
cost.

‘ o The candidate gives a definition
1 _W}”’ ke ‘W“M &“dl—ulﬁw'm"ﬁ*‘ of comparative advantage.

M-M%ML_MLAM%
— oAmj Mm@wmk_ﬁ

M_m_z
-(QL'A—‘ M"&——%’ILL_—M——%&—{L—' ° The candidate provides a brief
p N)\M’-*J Yot J oz o . 2Avnastegl ih  ol&uly; | analysis of the potential advantages
i Qm ﬂye it é,zr oo has s —(30 b Mwﬂ ,,<,u)\ of basing trading decisions on the

mﬂaﬂ)_ principle of comparative advantage,
e.g. ‘a greater number of products
to be produced overall’.

Lsx

e The candidate provides balance
here with a thorough analysis of
the potential limitations of basing

f
- sl ‘.) Lﬁgg ‘ %7/—4*— e ‘ M international trade on whether or
! ‘_,—‘m""* I 'i’u—’t‘@;?“—"""m’ e _ not a country has a comparative
A plllte e e ——&2526——r—-— ? varint | advantage; for example, the
W—MW—W_#Z&_f@_ b didy significance of transport costs, the

exchange rate and factor immobility.
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Candidate Responses — Paper 2

Example Candidate Response — middle 1, continued Examiner comments
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e The candidate finishes this part
of the response with an appropriate
evaluative explanation of the
relative importance of comparative
advantage and implies that other
factors may be more important.
Mark for (a) = 8 out of 8

o The candidate demonstrates

a thorough understanding of
protectionism and identifies a range
of examples of how a government
could use protectionist measures.
For example, the process by which
tariffs could be placed on imports

is explained and how this would
reduce the current account deficit is
adequately analysed.
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Example Candidate Responses — Paper 2

Example Candidate Response — middle 1, continued Examiner comments
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ORYY A o Jepighie |
%&%Xﬁj %_WRZ 1‘/3;.;6 ;alel 150 o
_..M (a%pm_ B _p0g _mi_%_._e e The candidate’s response

offers an equally competent

_!2 o b ot A explanatiqn of how other pgl!cy
; ti fV L“ “;& options might reduce a deficit on the
— e 9-“—-‘3;1———”‘*”9"5‘ /=2 current account; namely exchange

e LM% __W_W‘:L__p VGW . A.e.é{i_‘és______ controls and export subsidies.
_.W;&@\_:lo_ WWL;L;__M__ 2 of jouis
- poduands M 2 &_WW.;L_WL nldid, |
M_JUA_ _,a\__rDQoiMr(_ 20 prize  badi %__

: 040 ,_jﬂaya_rs_m&u@ %.W -

Pvmsf&i— —-—’[uwb% . _MLQJM?

ﬁ/w Ol Logelfpm ﬁ;. -/LL 260y
~--~~~~-“W‘L—Wﬁw‘£0—-~0ww cud Tk 0— 9 The candidate provides a
— o»@sa_!;z -U}J-_.La:g,a_____ 4 o _.7591.,4_ e +.22_] | pleasing counterbalance of some

__ﬁ..% g;! e gm,( ke, I e {M_. of the potential limitations from
/ Mf s - adopting protectionist policies;

increased domestic prices,
retaliation and the reliance on
imports. However, the candidate
does not offer any alternatives

to protectionist measures to
broaden their discussion. As
such, the response is confined to
protectionism only.
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Example Candidate Response — middle 1, continued Examiner comments

. _;/k« {:st_ ienlloy_coge __ Afs_goper g %_%QV{'
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s
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S B TR P E o P S Soyease Ao dogiis
—_ T ok ‘A—;-—-—-» 7 -Mﬂk_td {40 ﬁ,&,f’

N =P oaicacd W_WLMM_OMM_;_WL__,_

_____._1,5______&649 /QWQ % ? - ﬁe,ﬂi eg‘f @;/"’04,3 M_W_
; @ The attempted conclusion

unfortunately gains no marks as
the overall merits of protectionist
policies need to be considered
against alternative approaches,
e.g. supply-side policies such

as education/training and the
development of infrastructure within
an economy.

Mark for (b) = 4 out of 12

Total mark awarded =
12 out of 20

How the candidate could improve their answer

(b) The candidate needed to adopt the same level of detail to alternative policies, such as education. This would have
then enabled them to weigh up all approaches in deciding whether or not protectionism is the ‘best’ way.

38
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Example Candidate Response — middle 2 Examiner comments
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Example Candidate Response — middle 2, continued Examiner comments
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e The candidate considers
factor mobility and the potential
drawbacks of specialisation. The
attempted conclusion offers a brief
statement that several factors
should be considered, which does
not add anything of value to the
preceding commentary.

Mark for (a) = 4 out of 8

e The candidate makes a general
statement outlining the components
of the current account balance,
before explaining what a current
account deficit (CAD) means.

e There is an implicit explanation
of what a tariff is with the
understanding that its imposition
would increase the price of imports
and lower their demand as part of
an expenditure-switching process.
The reference at the end of the
paragraph on how this might reduce
a CAD is brief, but accurate.
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Example Candidate Response — middle 2, continued Examiner comments
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e A similar approach is adopted
where the introduction of a system
of quotas is employed and once
again, the process of how this
might improve the current account
balance is evident.

9 The candidate correctly refers
to the relevance of the price
elasticity of demand of the imported
goods that the tariff would be
placed upon. The response would
have been enhanced by a little
more elaboration of why (despite)
the increase in price, the value of
imported goods and services may
not fall.

@ The candidate correctly
attempts to explain alternative
methods to protectionism that might
be introduced by governments.
However, the consideration of
monetary policy is limited with
undeveloped lines of reasoning
provided. Similarly, the response to
export subsidies asserts that export
revenue may rise, but without
explaining why.
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Example Candidate Response — middle 2, continued Examiner comments
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How the candidate could improve their answer

(a) It is vital that key terms in a question are accurately defined.

(b) The candidate needed to ensure that the discussion of alternative policies contained developed lines of
reasoning. For example, an explanation of how interest rates might incentivise investment that could improve
productivity, which would reduce average costs and enable producers to promote export-driven growth that would

reduce a current account deficit.

(b) The candidate needed to provide a conclusion (based on the preceding content) whether protectionism is (or
is not) the best way to correct a deficit in the current account of the balance of payments, as opposed to merely

repeating what had already been considered.
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Example Candidate Responses — Paper 2

Examiner comments

@ Atthough the candidate
provides an accurate definition

of comparative advantage, the
description of absolute advantage
is ambiguous and does not refer
to both countries having the same
number of factors of production.

e The diagrams and
accompanying calculations of
opportunity cost are not relevant to
the question.
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Example Candidate Response — low, continued
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Examiner comments

o The candidate continues to

lose focus from the requirements of
the question. They concentrate on
how differences in opportunity cost
may influence the pattern of trade,
rather than the need to consider the
advantages and disadvantages of
using the theory in deciding whether
to trade or not.

Mark for (a) = 1 out of 8

o The candidate offers a simple
list of three potential examples of
protectionist policies. However,
there is no reference to what the
current account of the balance of
payments is.
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Example Candidate Response — low, continued Examiner comments
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= state that protectionism is the best

way to correct a (current account)

deficit, there is no convincing

development to justify their

conclusion.

Mark for (b) = 4 out of 12

Total mark awarded =
5 out of 12
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How the candidate could improve their answer

(a) The candidate needed to provide accurate definitions for both absolute and comparative advantages. Moreover,
the candidate needed to remain focused on the specifics of the question, by concentrating on a discussion of the
advantages and disadvantages of trade based on comparative advantage.

(b) The candidate would have benefited from providing developed lines of reasoning of the advantages and
disadvantages of protectionist policies (and alternatives) before providing an overall judgement based on the
discussion given.

Common mistakes and guidance

Some candidates gave imprecise definitions of absolute advantages and did not note that the higher output of
goods and services of one country with another is achieved with the same set of factor endowments.

When questions refer to whether or not a specific policy/approach is the ‘best’ way to tackle a specific problem,
candidates should respond by providing clear lines of reasoning of both the advantages and disadvantages of
this policy/approach before following the same strategy with an alternative policy/approach. Having successfully
completed this, a justified conclusion based on which approach is ‘best’ should follow. Without offering an
alternative policy/approach, the candidate is unlikely to be able to evaluate the set question.
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Question 5

Example Candidate Response — high Examiner comments
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Example Candidate Response — high, continued Examiner comments

spart__copniti. Howener, ctlry _ comelimre—fery Caunhy
Jm }\ng ['-fm Ntk -rwomg_,;ilﬁs;mau;_ﬂe_ém )
ol _aleady_ e the ful| coppity it oo et
hovd  Spoure.  repotirts and__copacy 'T[\!c b A

9‘170\"‘\@‘ - %o o(ermmno(fD_M_/”;_rl_l\A ﬁé@ﬂm' T -W\ﬂrx (eedy

fo,J ocsus whem -&&_&L@& - rrte a{,f,)th\»\-b\\o»\
. s _ { " N ‘_' i . . ) ‘
L Inconclusion, the rlepredtion_Tn. _exchune oamte i |t

lead e Afmu(l—’lﬂwﬂ," and Wffx*’?lb&'[\ waf[r:h‘on "Ru‘fl/,?’fx
Ay M__oy_\;'ﬁ&. Y _ -

.t

a4

e The remainder of the
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Aot S Mova . o . ‘ . discussion of the appropriacy of
1) A2 J y

monetary policy in controlling a
high rate of inflation. The line of
reasoning is strong, as evidenced
by the mechanism in which an
increase in interest rates would
increase the reward from savings,
increase the cost of borrowing and
how this could reduce consumption
and aggregate demand. Moreover,
the reference to time lags is
relevant, but might have been
explained as opposed to asserted.
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Example Candidate Response — high, continued Examiner comments

On  “the  othesr }\N\J 'H\C cortrauctionsw —pUML

ba(,wu MM also U\V\ pedwee mﬁajﬁ,g\ [£ jonmi

M(Xeﬂ{& 'H\Z aX - on_Fhe  dirert. tox. The  Aropsable

Tome  detcente , (o5 con

.M];ﬂéf_\__/-- 'H\c_ bA’D vw\'l[ r;(ezcclyg_

I\N{c [ P o'(e(u:mw o

| H?WM[(M "H\Q

fox__opn ' qubom-b\om Tox IMM ('/(arew

he _mncative  for

Iy, __:fLé____ S _.___Q(I;CMC__
Hewe sy have P ) “«7

e, |
oan mﬂﬂ( «tion

A’Gcom(,w’? + ‘f’l\( O(Aa‘i "mm

i ree levds

A /Af\éw Ny M S(I\B‘:F'f _FWV\A 7\*‘!_ _te [

P . ‘H\e D e !ovoi/ w‘l'f Thereist

P Ao Py

{iom
Vw2

= 6o

Cx[}o Can ru(

P“(/TW VIO

Lostly , the. Sualo{;lwfh‘r/{e pele H\P/

TAER

Spevdmg_on

‘quarf‘/lJy\. 64 aoveried,
/ v
m(uo\ﬁ'm JTraReing

MOPe  TinevatAl o,/\_,__u,Fv\o(,_,,__’[_ Akv\o l__ Yy

the LOM run er'f T m—f(q;ham

rofe lvl}'{! 0’{6(/ COAR

MNS Acerdia te the dim

e ot
\ 0 MJ ?L\(PC 'LQIAMJAT To

/\3(/ 'H\C puw levidd,

decrease. 'h/w!/\ Po o P, |

! odution e HAeveose |

—>

AR )
real 6Dy

ﬂo Vernmest, Ao m‘[’

H"NUV-W. 4 the  pgonomy L

have, m\o\ml\ buelgest, ;} 'H\t__gwﬁ ];,&]\p( [;_ j __ Coanil]
i | .

e Q(erteA__,._ cou;é,} Tt ”s rp\—t-,/

| e

L_\__'(‘&V_\.c.(&é_?_fzt\_,___h_w_’v;e‘['am polioy _can Gordmml _(onhol

hrah_rie

nzﬁ’@lka LM’L.?“"ZIZ-_}:SMLFO_Q__

Local, !wbm also_can._ redwe  Hhe " safirtion| o7 He

e nz:l}m_._oL ods_on___the Goversmont buelgert rwl

‘+Le____ca«u_4£/s aJ? 10 Z/Kh}r\/ l_[i U\H&‘b‘{‘oﬂ\ Ts_(_aMM

Foo  wauh MDD I 124 Cartrmctinnaky -ﬁ‘smb ool

po iy /f WHx—u 1s caned -y /MLﬂﬁ

MenEt g

b ohe

MMg.—sx e Fe[pj @

e A similar approach is used to
suggest how fiscal policy would be
an alternative way to control high
rates of inflation. A clear line of
reasoning is included to explain how
increased rates of direct tax would
reduce disposable income and,

in turn, consumption, aggregate
demand and inflation.

0 Having considered both
aspects of demand-management
policies, the candidate explains how
governments may adopt a supply-
side approach. The candidate uses
their time efficiently and presents
lines of reasoning to show how
inflation might be reduced via
increasing capacity resulting from
improving education alongside
innovation and technology.

@ The attempted conclusion

is somewhat brief and offers

some repetition of the preceding
discussion. However, the candidate
suggests that the most appropriate
policy would depend on the cause
of inflation.

Mark for (b) = 10 out of 12

Total mark awarded =
16 out of 20

How the candidate could improve their answer

(b) The candidate’s conclusion could have been developed by referring to the potential for macro-economic trade-offs
to occur, in addition to any government priorities that might exist.
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Example Candidate Response — middle Examiner comments
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a The candidate explains what
demand-pull inflation is. Although
they do not explicitly refer to AD
growing at a rate that is matched by
AS, the reference to the economy
being at full capacity was deemed
sufficient.

o The candidate’s definition of
cost-push inflation was accurate.

o Although the candidate
recognises the impact of a
depreciating exchange rate on the
value of exports, the link between
this and an increase in demand-pull
inflation could have been developed
more, e.g. an increase in AD due to
a rise in the value of net trade.
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Example Candidate Response — middle, continued Examiner comments
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o The impact of the depreciating
exchange rate on cost-push
inflation due to rising import costs
is stronger due to the reference
that the country (with few natural
resources) is more likely to need to
import them.

e The candidate’s conclusion
is strong and clearly offers a
judgement that is entirely set
against the backdrop of the
country facing an exchange rate
depreciation and has few natural
resources of its own.

Mark for (a) = 7 out of 8

e The candidate demonstrates
an understanding of both the

tools of monetary policy and how

a contractionary monetary policy
might reduce a high rate of inflation.
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Example Candidate Response — middle, continued Examiner comments
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Example Candidate Response — middle, continued Examiner comments
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g / QWT/‘/”"‘”\‘/@U'MWV/ 2’/\’9 5&6 chorle, | time lags and possible recessions
without convincingly explaining why.
The conclusion contains several
undeveloped points but does
suggest that monetary policy is best
suited to the short run (and supply-
side policies for the long run).
Mark for (b) = 5 out of 12

Total mark awarded =
12 out of 20

How the candidate could improve their answer

¢ (b) The candidate needed to ensure that all policies discussed are fully explained and that the reader is clear on
both the advantages and disadvantages of the policies discussed.

* (b) The candidate’s conclusion would have been enhanced by explaining rather than asserting why monetary
policy would be effective in the short run.
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Example Candidate Response —

low
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Examiner comments

“ The attempted definition of
demand-pull inflation is incorrect.
The candidate assumes that an
increase in AD will increase the
rate of inflation. Clearly, this would
not be the case should a sufficient
negative output gap remain.

e Although a diagram is not
required for this response, the
candidate’s explanation of the
diagram and the statement that if
‘there is no more spare capacity’
was sufficient for an understanding
of demand-pull inflation.
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low, continued

T e \n oos of
S This o be
| pusive  cam - m’m.qls
W\@ 3 LMS

L%f %,ﬂ m@aﬁdh »
~ Inereag

VS df/{l“{'{/d er‘om M&J
(pttoau@ﬁoﬂ of q dirm.

‘3 Jabax wago, ov o,
T 9 e

1 Rl B

An H\QFU&% ‘n C,O&k of TO&,(L@vhon '\/\/\
%\f\\r LRWS cuwb Yo\t \/\'}\( NS
e 300(&5 Jioh B, ﬂro Py @gg,un?%

{n ‘\(Haf‘bh »

N

no\w\mq o &md\awa will it

— S TR PRPTNG S T

(ke row  moterig

DO @S .

IO, mm

cﬂo,qo?rwahon wij
rpLreive. ol

Vielthpry Jwg) )

oo s Wil castlt in

o deraast

wWhidh et fo cest -

morﬂgao“

u
’\’\\ij 1S buause M dmg ygill i

§0 a2 ddsut furln

s

Mtease In cosh bv\ v}rm»srfvmr\/\ Wt to 9!/1\1/(@\

s o8 800 s Q.

Example Candidate Responses — Paper 2

Examiner comments

o The definition/explanation of
cost-push inflation is sufficient.

o The candidate’s explanation
of the depreciating exchange rate
on cost-push inflation is limited and
does not reference the significance
of the country having few limited
resources. The response contains
no reference to the depreciating
exchange rate on demand-pull
inflation via increased export
values.

Mark for (a) = 3 out of 8
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Example Candidate Response —

low, continued
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Examiner comments

e The candidate demonstrates
some knowledge of monetary policy
by referring to interest rates and the
money supply.

e There are some inaccuracies
and confusion with this section

of the response. The candidate’s
reference to increased interest rates
decreasing the cost of borrowing
and incentivising consumption

is incorrect and invalidates the
following analytical lines of
reasoning.

o The explanation of fiscal policy
contains some brief explanation of
how increased income tax would
reduce AD via reduced disposable
income.
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Examiner comments

e The candidate’s reference to
possible migration and ‘brain drains’
might have been developed more
as could the assertion that it may
result in cost-push inflation.

Mark for (b) = 3 out of 12

Total mark awarded =
6 out of 20

How the candidate could improve their answer

(a) The candidate would have benefitted from clearly outlining the likely effect of a depreciating currency on the
value of both exports and imports. They could have then used this as the basis in offering a conclusion that a
country with few natural resources is most likely to experience cost-push inflation.

(b) The candidate needed to concentrate not only on the relevant policy instruments, but also the directional
change. Any credit for an understanding of the tool of monetary policy is likely to be limited if the analytical
application of them is incorrect.

Common mistakes and guidance

Candidates should ensure that any definition of demand-pull inflation includes a recognition that the increase in the
growth of AD is not matched by an increase in AS.

Changes in the rate of interest should be considered from both an import and export market perspective. To not
cover both is likely to reduce the marks awarded for analysis and potentially reduces a possible route of evaluative
discussion.

When demand or supply-side polices are examined, then all lines of reasoning should be fully explained and not
simply asserted. If done so effectively, then candidates are more likely to achieve a Level 3 mark.
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