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Examiner’'s report 9EC0 03 October 2020

9ECO 03 was seen by many to be an interesting and informative exam paper, which
tested a wide range of concepts, including some areas which had not been
examined before and some 'old favourites' in a new context.

The paper was to be fairly accessible and most questions were answered with
cogent economics and helpful diagrams. The data was readily usable, and the best
answers made use of it rigorously. The area causing the most concern was 1a on
managed exchange rates, which has not been directly tested until this paper.

There was a tendency of candidates to write far too much for the 5- and 8-mark
questions, running out of time at the end. Candidates should be reminded that full
marks can be earned in a fraction of the space available, and there is an especially
large amount of space given when diagrams or calculations are required, to allow
for crossings out.

Section A - Turkey

1(a) With this question there was a major problem with confusing interest rate
policy as exchange rate policy. Some gave purely descriptive answers, and some
entirely domestic rather than external. There was some confusion about savings
and increased saving as an increase in demand for currency.

A typical mistake was to say that the central bank buys lira and this reduces the
supply:



This scores (2) marks for the reference to buying of lira (1) to raise the price (1).

1 (a) Explain how the Turkish central bank intervenes in the currency market to prevent
‘excessive appreciation or depreciation of the Turkish lira’ (Extract A, lines 7-8).
(5)

omeneters  liy,  problee.  Ta eelee ko he® contel id, e ...
[P [}
______________ bocdise,  Confend fuunk  bes b rifte-  feap o M (veency b

S

o ov K  obte  cemafries  Hm o Cereeaty  will  edll Su-tle- fo Me

conbiwenl, debt, bat  cen  olecerese . (aSlaben , mekicn [t (lea. mere
cv repezied of =k

Lodealasble, LiMenise,  fewlicg maemen o dleectase  ftc ofebf. bub dobee.

The above scores (1) mark for the sense of buying and selling currency. The rest is
based on domestic monetary policy.



1(b)
The following scored 5+2e = 7/8

Worsening current account (1) with application (1)
(1) confidence falling

(1) for financial stability

(1) for analysis AD falling

eval given 2/2

(b} Examine two reasons why the Turkish government may want to avoid a
significant fall in the exchange rate of the Turkish lira.

(8)
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1(b)

(1) for international competitiveness - wrong because competitiveness is improved
but correct that, foreign goods are more expensive (1)

Exports of certain goods negative impact - wrong (0)

(1) for cost-push imported inflation at the end - sense of imports expensive overall

(b) Examine two reasons why the Turkish government may want to avoid a
significant fall in the exchange rate of the Turkish lira.
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1(c)

Level 3 diagram - although it does not show social optimum it is implicit
Correct use of externalities description

Application to the UK is strong

L2e cannot pass on the tax

Ban - well applied, unintended consequences - well applied but not as good as
point 1 and only Level 2 on black bags - good point but needed some
development, Level 3

(¢) Discuss the likely success of policies to reduce the consumption of single-use
plastic bags in cities such as Istanbul.
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1(c)
Level 1 - just identifies increases tax. Very odd diagram.
1+ 1e for sense that it perverse effects of increasing output.

(c) Discuss the likely success of policies to reduce the consumption of single-use
plastic bags in cities such as Istanbul.

(12)
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1(d)

Level 3 clear and coherent but a few gaps
E2-illogical to increase rates

Level 2e fiscal policy would be much better

Micro - confuses rise in interest rates with rise in inflation.
Businesses are impacted by rising costs. L2-

Economies of scale not relevant at all.

Could lower interest rates at end is just saying the opposite [1e
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14/25 Top L3 - not reliably integrated. and top L2e generic eval



2(e)
Level 4 Diagram is appropriate, and it is in context and explain with application
Level 3 ev - benefits outweighing cost with application

Level 4 macro AD shift. Lovely use of context
L3 ev crowding out.
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24/25 - as it needs not a summary but an overall judgement. Concise and well
written.



Section B - UK

2(a)

2 (a) With specific reference to Figure 3, explain why productivity is measured by
'GDP per hour worked, nominal values at PPPs.
(5)
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Efficiency 1

PPP 1

Nominal - not adjusted 1

5 even though no GDP per head.

No reason WHY but fulfils mark scheme.

2(b)

Firms are not investing - 1 knowledge due to ‘lack of

Good analysis and data is slightly erroneous as figures are percentages not
percentage points.

2" application mark for knowledge of financial crisis

Evaluation is good.



1B Agart froen ieracy and Mameracy skills it yourg workers, esamine one reason for
the trend in productivity in the UK, aver the pericd shown m Agure 4.
(@)

B remron g leend rmlnahm wtl Vg
ﬁ,{,ﬁ.:.l'ﬂ% IO0% }umaa.l aﬂ&'ﬂﬂazm.rdnlhe

L Wmmﬂ&ﬁxw gﬁ&.rdgtﬂxf

m&mﬂ _______ regalie sfenomic freo

_n‘.l'lftﬁ-l-‘f % EWMW% Y-
ﬁhﬂahe,ﬁf:fq

| Stimdate mwwmmm heve dogremred

8/8 - only one point is needed.



2(c)
Two level 2 points without the diagram
Diagram is acceptable L3 with the explanation on previous page

{c) Discuss factors that are causing many high street retailers in the UK to close some
branches or shut down completely. Use a cost and revenue diagram to support

ur answer,
e (12)
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2(c)
Evaluation is L2 - as a weak point 3/4
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2(d)

Comparative advantage and more competitive, and more efficient. Diagram does
not show the change - just shows the effect of free trade. Explanation is so good
that the marks are given. Allow L4.

Good point that wages will rise, with a correct diagram, so L3e.

Changes in income tax as micro point - well linked to labour market effects.
Corporation tax has also fallen

Diagram showing fall in AC shown (although shift not very clear) - analysis is
correct, so L4

Eval slightly weaker as you cannot claim JSA if in labour market

Some confusion on data. L2e-

L4 for both, L3 + L2 eval so 16 + 7e - we are not penalising but would suggest that
shifts are shown arrows.
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2(e)
(&) Evaluate the microeconamic and macroeconomic effect: of a decline in the
literacy and nureracy skills of 8 country's young workers,
(25}
indicate which question you are answering by marking & cross in the box B i you change your
mind, put a line through the box 8 and then indicate your new question with a cross B

Chosen question number:  Question 2id) £ Question 3e) B

Wirite your answer here;
Theie owght= b maesy _ouiors effects E'Hn:thJﬁ o decline.
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2(e)

Effects on unemployment, growth and productivity

Effects on consumer surplus

L3-

Goes off the question L2e- as goes off track but it says some firms will still employ
workers as they do not need these skills. This isn't developed.

Does not distinguish labour as micro or macro, but the point is good - L2 for low

wages and low living standards. Eval is about a solution rather than the effect so
not given.

Last paragraph does develop the point about the skills needed so goes from L2e-
to L2e.

L3-10
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Paper Summary

In future the candidates taking this exam should address the following issues:

e timing. Allow a minute per mark, and this gives 20 minutes reading or
correction time. You can achieve all the marks in this time, and you do not
need to fill all the space available.

e question spotting does not help. Candidates who think they know how to
answer a certain type of question tend to give generic responses and do not
read the data available.

e explain every step in your chain of reasoning

o stick to either micro or macro in the non-25-mark questions. The questions
are based on the separate four themes and you do not need to mix up your
answers. Of course, synoptic answers are valid, but the safest and most
reliable option is to ‘keep it simple’.

e structure your answers around the material provided, rather than trying to
pin the data onto a pre-learned theoretical answer.

e in your 25-mark essays, write an informed, critical conclusion weighing up
your argument, not a summary. Return to the question and answer it -
avoiding the personal pronoun is preferred - in an informed and reasoned
framework.



Pearson Education Limited. Registered company number 872828
with its registered office at 80 Strand, London, WC2R ORL, United Kingdom



