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General Introduction

The paper is to be marked to AS standard.

2
Marking should be positive: marks should not be subtracted for errors or inaccuracies.

3
Where this marking approach is employed, candidates should be regarded as achieving the highest level of response, which accurately describes their answer. They do not necessarily pass through all lower levels of response, but it is usually expected that higher level answers will clearly build on some of the key supporting elements of lower levels.

4
In assessing quantitative answers, the ‘own figure rule’ (OFR) must be applied, i.e. a candidate must be given credit for calculations which, though wrong, are consistent with an earlier error.

5
Mark Scheme refers to possible issues/content that candidates might use. These suggestions are neither exhaustive nor necessarily required.

6
The quality of written communication will be assessed in the answer to either (f)(i) or (f) (ii).

A set number of marks for written communication is not a requirement. However, where

a levels of response mark scheme is used, the following general criteria for assessing

the quality of written communication will apply. These criteria are integrated within the

more content-specific levels of response shown in the individual mark schemes for each

appropriate question.

Level 4

Complex ideas have been expressed clearly and fluently using a style of writing appropriate to the complex subject matter. Sentences and paragraphs, consistently relevant, have been well structured, using specialist technical terminology where appropriate. There may be few, if any, errors of spelling, punctuation and grammar.

(3 marks representing the appropriate level of written communication are embedded in this level of response.]

Levels 2 and 3

Relatively straightforward ideas have been expressed clearly and quite fluently, using an appropriate style of writing. Arguments are generally relevant, though may occasionally stray from the point, and are broadly logical and coherent. There will be some errors of spelling, punctuation and grammar, but these will not be intrusive or totally obscure the meaning.

[2 marks representing the appropriate level of written communication are embedded in these levels of response.]

Level I

Simple ideas have been expressed. generally in a style lacking clarity and fluency. Arguments will have limited coherence and structure, often being of doubtful relevance to the main focus of the question. There are errors of spelling, punctuation and grammar which will be noticeable and intrusive. Writing may lack legibility.

[I mark representing the above level of written communication is embedded in this level of response.]

Exceptionally, answers which are assessed as Level 1, Level 2 or Level 3 from the individual unit mark scheme criteria may be awarded an additional mark for the quality of

their written communication in any particular and appropriate question, if the standard attained falls outside the embedded criteria for the Quality of Written Communication stated above. This flexibility is available where the Quality of Written Communication is linked to a Levels of Response mark scheme only.

No additional QwC marks can be awarded if the initial mark is zero.


(a)
(I) Distinguish between fiscal policy and monetary policy.
[4]

1 mark for fiscal policy = use of taxation.

I mark for fiscal policy = use of government spending.

1 mark for monetary policy = use of interest rates.

1 mark for monetary policy = use of money supply and/or exchange rate.

I mark for further development of fiscal or monetary policy.

4 marks maximum.

(ii)
Explain one reason why tax revenue may increase when incomes rise. [3]

1 mark for identification of a valid reason.

2 marks for relevant explanation.

Possible valid reasons:

•
direct tax revenue from taxes on on income will rise.

•
direct tax revenue from taxes on company profits will rise.

•
indirect tax revenue will rise due to increased consumer spending.

Accept any other valid reason, including discretionary fiscal policy — rise in

taxes to offset excessive rise in AD.



3 marks maximum.


(b)
(i) Describe how economic growth is measured.
[4]

1 mark for economic growth = changes in output.

Up to 2 marks for change in GDP.

Up to 2 marks for change in real GDP.

If only GDP or output covered, then 1 mark maximum.



4 marks maximum.


(ii)
Explain one possible cost of economic growth.
14]

1 mark for identifying a disadvantage e.g. opportunity cost, increased stress, depletion of natural and non-renewable resources.

Up to 3 marks for explaining cost e.g. opportunity cost is in form of forgone consumer goods it the economy is operating the PPC.


(c)
(i) State the components of aggregate demand.
[2]

Consumption, investment, government spending and net exports.

1 mark for three components.

1 mark for the fourth component.

(ii)
Explain the effect that an increase in interest rates is likely to have on two


of the components of aggregate demand.
[6]

2 marks for recognition of how an increase in interest rates can affect C, I or


(x-m).
(2x1)

2 x 2 marks for explanations: e.g. higher cost of borrowing, increased incentive

to save, reduction in discretionary income, redistribution of income from

borrowers to savers.

(d)
The passage mentions a change in government spending. Using an aggregate demand and supply diagram, analyse the effects of an increase in government


spending on output and the price level.
F]

An increase in aggregate demand will shift the aggregate demand curve to the right. It may also shift the long run aggregate supply curve to the right.

Up to 5 marks for the diagram.

1 mark for axes.

1 mark for initial equilibrium.

1 mark for correct shift/s.

1 mark for new equilibrium.

2 marks for labelling curves.

Up to 3 marks for commenting on the effects.

1 mark for mentioning which curve/s will shift.

1 mark for explaining why curve/s will shift.

1 mark for explaining effect on equilibrium.

7 marks maximum.

	








	





                                                             

	










	




                                                             

	







	


(e)
Selecting information from Table I discuss whether the performance of the UK


economy was expected to improve between 1999 and 2001.
[10]

In 1999 economic growth was positive but rather low. Investment was increasing by more than the other components of aggregate demand. The balance of payments on current account was in deficit, Inflation was within the government’s target range of 1.5% and 3.5%.

Economic growth was forecasted to rise by between 0.25 and 0.75 percentage points in 2001. Consumer spending, government spending and investment were predicted to continue to rise but to rise more slowly with investment again due to rise most rapidly. However in 2001 it was expected that consumer spending would grow less rapidly than government spending. The deficit on the current account of the balance of payments was forecast to widen by £8.75bn and inflation to rise slightly.

The 2001 forecast presents a mixed view of the future performance of the UK economy. Economic growth was set to increase back to its trend rate of between 2.25% and 2.75% and inflation, whilst due to rise slightly, was predicted to be at the central target rate for underlying inflation. However the balance of payments position was anticipated to worsen possibly due to the high value of the pound.

Up to 6 marks for comparing the performance of the UK economy in 1999 and 2001 (forecast) and up to 5 marks for an overall evaluation.

10 marks maximum.

Either (i) Discuss alternative economic policies for promoting economic growth.[20]

Policy options for promoting economic growth — fiscal policy (increased government spending, lower taxation), monetary policy (lower interest rates), exchange rate and supply side policies. Accept versions of the same type of policy e.g. three supply-side policies. Analysis of how alternative policies work. Discussion of the implications and effectiveness of each policy.

Level 4 
   For a discussion of alternative policies for promoting economic growth


with some appropriate evaluation.
(15—20)

Level 3     For an analysis of alternative policies for promoting economic growth.


(9—14)

Level 2     For an understanding of alternative policies for promoting economic


growth.


(5—8)


Level 1     For a description of some policy options.
(1—4)

Or
(ii)
Discuss the arguments for, and against, protecting domestic industries


from foreign competition.
[20]

Arguments for include protecting infant (sunrise) industries, declining (sunset) industries, strategic industries, preventing dumping, improving the balance of payments position, helping industries to compete against low wage countries. Arguments against include reducing the benefits of specialisation, retaliation, reducing efficiency and reducing choice.

Level 4
For a discussion of arguments for and against protecting domestic industries with some appropriate evaluation (e.g. how economically


valid the arguments are).
(15—20)

Level 3     For an analysis of the arguments for and against protecting domestic


industries against foreign competition.
(9—14)

Level 2     For an understanding of why domestic industries may or may not be


protected.
(5—8)

Level 1     For some descriptive points on why domestic industries are


protected.
(1—4)

*QuaIity of written communication taken into account in part (f)
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