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Introduction

This was the first summer paper for this Unit. The standard was generally higher than it
was in January 2014, with a similar level of attainment across Sections A and B.

Most candidates were able to show good levels of economic knowledge and analysis.
More able students were able to integrate their analysis with application to context, and
particularly to evaluate their own arguments in detail.
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Question 1

This was the second most popular question in Section A with around 35% of

candidates choosing it; however, it was also the least well answered. The main issue with
the quality of responses was that often candidates did not engage with the detail of the
question and instead wrote out pre-prepared essays on the different factors that might
constrain a country's economic development (part (a)), and the different ways to promote
economic growth (part (b)), rather than focusing their responses on the problems caused
by rapid population growth, and the advantages and disadvantages of offering debt relief
to developing countries. While some credit was given for discussions of other constraints
on development/methods of growth promotion as evaluative content, essays which made
very little reference to the specific focus of these questions tended to achieve Level 3 at a
maximum, as they therefore lacked the depth of knowledge, application and analysis that is
required for higher level marks. Additionally, only the best candidates noticed that part (a)
was looking at economic development, while part (b) was looking at the arguably narrower
aim of economic growth, and wrote responses that matched these. Doing so would have
allowed candidates to show knowledge, and possibly provided them with a valid line of
evaluative comment.

In relation to part (a) in particular, weaker candidates struggled to go beyond a discussion
of how rapid population growth might strain healthcare and education resources in a
country. There was a good deal of misunderstanding of the likely effects of population
growth on unemployment rates in an economy: weaker candidates thought that more
people would automatically mean a higher rate of unemployment. While this is certainly
possible, we were ideally looking for a supporting explanation of why the labour market
would not clear in this case (sticky wages, for example), rather than a simple assumption
that it would not. Stronger candidates showed a good understanding of measures of
development such as GDP per capita, and were able to discuss how this might be affected
by rapid population growth, but even they tended to struggle to show the required breadth
of understanding. Examples of the kinds of points that would have been valid can be found
in the markscheme.

This question was not explicitly related to developing countries, but as they are most likely
to experience rapid population growth, most candidates chose to apply their answers to
developing countries. If this was done, then examiners were a little cautious of evaluative
comments arguing that rapid population growth might not have a large detrimental effect
on development as the government could increase spending on education or healthcare,

if candidates did not show an appreciation of how difficult this might be for a developing
country. More generally, candidates of all ability levels struggled to effectively evaluate
their answers, and very few offered more than an explanation of why other factors might
constrain economic development to an even greater extent. While limited credit was given
for this, it was not directly answering the question, and all too often led candidates away
from the focus of the essay.

Part (b) was generally answered better than part (a), partly because a consideration of
other methods of growth promotion was a valid line of argument as the question asked to
what extent was offering debt relief the 'best' way. Weaker candidates tended to be able to
explain that not having to repay debts (with interest) meant that a government would be
able to inject more money into the economy's circular flow of income, boosting aggregate
demand with a positive multiplier effect. They were also able to discuss how increasing
spending on education, healthcare, infrastructure etc., might also increase aggregate
supply, and/or make the country more attractive to inwards FDI, leading to further
economic growth and job creation. Candidates should not forget that part of what is being
tested on this paper is the ability to apply Unit 2 concepts to a broader range of unfamiliar
situations, and so aggregate demand and aggregate supply analysis often provides a very
good framework for Unit 4 essays.
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Some stronger candidates produced excellent answers to this question using the ideas

of a foreign currency gap, moral hazard, and corruption among others (although none of
these were required in order to achieve Level 5); it was really through the strength of their
application and evaluation that better candidates were able to prove themselves as such.

Part (a)

This candidate manages to identify some relevant points, but his/her analysis is very
limited. This is a Level 2 response, which was awarded 5 marks.

Part (b)

This is a Level 1 response, and was awarded 1 mark.
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[ _
¥ ¢ ResultsPlus

/\ Examiner Comments

Part (a)

This candidate was one of many who assumed that population
growth would lead to increased unemployment without
explaining why the labour market would not clear ('there are
going to be excess supply of labour'). Similarly the candidate
goes on to state that rapid population growth might lead to
increased income inequality, which is true, but again offers no
explanation of why this might happen. The explanation of the
Gini coefficient and Lorenz curve is incorrect in places, and
although it shows some knowledge, it is not really applied to
answering the question.

Part (b)

This is an example of a response which was has failed to engage
with the question. The candidate does show understanding

of economic growth, but makes no meaningful reference

to debt relief and does not explain why it may or may not
promote growth. Although credit could be given for candidates
suggesting that other methods might be better to promote
growth, there did need to be some element of comparison
between strategies for this to be valid, that is an explanation of
why they are better than debt relief, not just why they might
lead to economic growth themselves.

The candidate mentions Bangladesh on the first page of the
response, but does not continue to apply his/her answer to this,

or any other, country.

¢ ResultsP

Examiner Tip

us

Make sure that you read and re-read the question
carefully, and engage with all of its key elements. You
might find it useful to re-read the question before

you start each new paragraph to make sure that you
haven't wandered off track. It is perhaps even useful
to paraphrase part of the question in the first or last
sentence of some of your paragraphs, to make it clear
to you and the examiner exactly how your argument is
addressing the question.
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Part (a)

This candidate shows a limited ability to select and apply points; there is no real analysis of

the issues involved. This is a Level 2 response, which was awarded 5 marks.

Part (b)

This response does not really go beyond the reproduction of learnt economic facts: there is

very limited analysis only. This is a Level 2 response, and was awarded 9 marks.
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< / Resultst

us
/\ Examiner Comments

Part (a)

This candidate is able to identify some relevant points, such

as the increased strain on government finances, and shows

an understanding of some basic concepts, such as absolute
poverty. However, there is a lack of analysis, both in terms of
breadth and depth, and some errors in economic reasoning (for
example, the assertion that an increase in the population may
lead to an increase in productivity).

Part (b)

The candidate identifies that the money which would have
gone towards debt/debt interest repayments could instead be
spent by the government on infrastructure development and/
or education, and is able to link this to more inward FDI and
job creation. The candidate also offers several valid evaluative
points (the time lag before spending on such things would lead
to economic growth, corruption as a limiting factor, conditions
that might be applied to debt relief), but these are mostly
simply stated, rather than being well explained and applied.
There is some application to Bangladesh, but in several places

this does not go beyond naming the country within a paragraph.

|
& Results#lus
\

Examiner Tip

Application is a key skill. You will look at several case
studies of developing and developed countries over
the course, and it is very useful to be able to refer

to some of these in the exam. Application needs to

be integrated into your analysis and evaluation: use
your knowledge of a specific country or countries to
support your points. It is not sufficient to simply name
a country within your response. The best answers

will show evidence of application consistently and
throughout the essay.
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Question 2

This was the most popular choice within Section A, with approximately 55% of candidates
opting to answer this question. Answers were generally of a good standard.

The vast majority of candidates understood the meaning of a depreciation of the currency,
and were able to correctly infer the effect on the relative price of imports and exports for
the Indian economy. Weaker candidates were able to move from this to identifying a likely
impact on the economy's trade balance, and perhaps the balance of the current account on
the balance of payments. Stronger candidates were able to provide a more comprehensive
picture of the likely economic effects, often using aggregate demand and aggregate

supply analysis, and discussing the possible changes in the economic growth rate, the
unemployment rate, the inflation rate and so on.

This question offered a good opportunity for candidates to show the strength of their
evaluative skills: able candidates often offered detailed discussions of the relevance of

the Marshall-Lerner condition and the 'J-curve' effect among a range of other relevant
evaluative points. Candidates were not expected to have knowledge of the Indian economy,
although some application was necessary to reach the higher levels. As the question told
candidates that there had been a 20% depreciation over just a seven month period, we
were expecting a comment on the expected magnitude of the economic effects, and further
as candidates were told that India had a relatively large current account deficit, they should
have been able to integrate this fact into their analysis by possibly writing about a likely
reduction in the size of the deficit, rather than, for example, the depreciation leading to the
economy running a current account surplus.

Candidates should note that this question was not asking them to look at the costs and
benefits of the depreciation for the Indian economy, but rather the likely effects. Analysis
of effects, whether positive or negative for India, were therefore awarded KAA marks,

not evaluation marks. Evaluation marks were awarded for assessing the significance of
the arguments made etc., as per the markscheme. For example, evaluation marks were
not awarded for a simple explanation that the depreciation may lead to demand-pull and/
or cost-push inflationary pressures, but were awarded if, for example, the candidate went
on to say that such inflationary pressures may negate some of the effects on price
competitiveness of the initial depreciation.

Part (b) was less well answered, but did function well as a discriminator of candidate

ability. Weaker candidates tended to focus their answers on one or two possible supply-
side policies (for example increased spending on education and training), with perhaps a
brief consideration of the use of protectionist measures such as tariffs. Stronger candidates
often covered examples of both 'expenditure switching' and 'expenditure reducing' demand-
side policies and showed a good awareness of the relative strengths and weaknesses

of each, as well as recognising that supply-side policies might be useful if there was a
supply-side problem in India. Different protectionist measures (e.qg. tariffs, quotas, export
subsidies) were awarded as separate points in terms of judging the breadth of a candidate's
response if they were each sufficiently well explained and applied.
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Part (a)

This response shows a decent level of knowledge and analysis, but no application to the
Indian economy. Evaluation is very limited, allowing it to just access a Level 4 mark, but to
only be placed at the bottom of the Level 4 range of marks. This response was awarded 10

marks.
Part (b)

Once again, this response shows a lot of knowledge, but here there is limited analysis
and discussion of points; this is really a list of learnt points. There is no application or
evaluation. This is therefore a Level 2 response, and was awarded 9 marks.
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< / Resultst

us
/\ Examiner Comments

Part (a)

There is a good range of possible economic effects outlined
here: the candidate cites a likely greater demand for exports
and a lower demand for imports leading to an increase in
aggregate demand, economic growth, increased living standards
and reduced unemployment. He/she also explains the likely
demand-pull and cost-push inflationary pressures.

There is a hint of evaluation when the candidate mentions

that living standards may not rise if inflationary pressures
grow. The point about the price elasticity of demand of imports
and exports is incorrect, as even if demand is price inelastic
competitiveness will improve, it's just that consumers' response
to this improvement will be relatively small.

There is no application at all to the Indian economy in this
response.

Part (b)

The first part of the response shows knowledge of the current
account of the balance of payments, but is not really answering
the question. The candidate then goes on to really list a
number of possible policies, without really engaging with

them. The point about increasing FDI abroad is confused, and
a reduction in income tax would most likely have the opposite

effect to that desired. Again, there is no application here.

|
& Results#lus
\

Examiner Tip

When a question asks about the economic effects of

an occurrence or policy, you can use the government's
macroeconomic objectives as a framework for
answering by thinking about the likely effect on each of
the objectives.
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Part (a)

This response shows a good level of knowledge, application and analysis with some
evaluation. It was judged to be Level 4, and was awarded 11 marks.

Part (b)

Much of this response involves incorrect economics or irrelevant analysis. The candidate
shows some knowledge only. It is therefore a Level 1 response, and was awarded 4 marks.
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/\ Examiner Comments

Part (a)

This candidate shows some good knowledge, application and
analysis. He/she identifies the likely increase in net exports
leading to an increase in aggregate demand, increased job
opportunities leading to a likely improvement in India's HDI
score, and an improvement in the economy's current account
balance. In evaluation he/she discusses how increased
inflationary pressure may mean that the expected decreases in
the unemployment rate do not occur. Note that the attempted
analysis in the final paragraph of the response is largely
incorrect.

Part (b)

Much of this response is not answering the question. In the
second and third paragraphs the candidate considers the use of
expansionary fiscal and monetary policy to generate economic
growth, rather than to reduce a current account deficit. The
idea of using tariffs is correct, but the diagram is not labelled,
and the written explanation is rather unclear. The discussion

of economies of scale is irrelevant, and although the use of
subsides might be a valid policy, here the candidate only
explains how it might lead to an increase in aggregate supply,
and does not link this to an improvement in the current account
balance. The fourth and fifth pages of the response are not
really answering the question as they are largely evaluating the
use of expansionary fiscal policy.
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Question 3

Very few candidates chose to answer question 3. Weak candidates tended to confuse fiscal
deficits and trade/current account on the balance of payments deficits, and were awarded
no marks for discussions of causes of the latter.

Candidates should have recognised that part (a) was asking about fiscal deficits, while
part (b) was about national debt. Discussions of the other variable were not rewarded
unless they were explicitly linked to the variable in question.

In part (a), candidates could not achieve a Level 5 mark without applying their response

to a country of their choice as this was explicitly required in the question. The ability to
apply answers in this way proved to be an excellent discriminator of candidate ability, and
strong candidates produced some excellent responses doing just this. All candidates did
find it relatively difficult to evaluate their responses to part (a), with prioritising the different
factors identified being the most common way of achieving this. The strongest candidates
were also able to explain how different factors would contribute to the cyclical or structural
components of the deficit also, and perhaps make good use of the Laffer curve.

In answering part (b), most candidates were able to identify the opportunity cost of
servicing a large public sector debt, and many explained the ideas of resource and/

or financial crowding out also. Stronger candidates were able to successfully evaluate

their responses, often explaining either how Keynesian economists would view the
accumulation of national debt during an economic slowdown/recession as a necessary cost
of the government successfully managing the economy, and/or how the implications vary
depending on what the money was spent on (capital or consumer goods, for example), as
this would affect the amount of economic growth generated by the spending, and hence the
economy's ability to repay the debt. Strong candidates were also able to apply their answer
to part (b) to a named country or countries, even though this was not explicitly required in
the question.

Part (a)

This is a very strong response to the question, which in particular shows excellent
knowledge of the UK economy and ability to apply economic theory with appropriate
evaluation. Itis a Level 5 response and was awarded 13 marks.

Part (b)

Again this response shows excellent knowledge, application and analysis, with good
evaluation but no real conclusion. Itis a Level 5 response and was awarded 22 marks.
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N Results+lus
/\ Examiner Comments

Part (a)

This candidate explains how the fiscal deficit could be the

result of: the recession in the UK, with excellent application;
having to service a large national debt; and discretionary,
expansionary fiscal policies. He/she goes on to evaluate that
the cost of debt service depends on an economy's credit rating,
and that different factors are responsible for the structural and
cyclical components of the deficit. This is clearly an excellent
essay, however, there is the potential for a little more economic
theory to be included: the candidate needs to be wary of writing
answers which are too descriptive.

Part (b)

Again, this is an excellent answer which considers a range of
relevant points: the likely effect on FDI; the possibility of a
credit rating downgrade leading to a higher borrowing cost

in the future; crowding out of the private sector; the need to
implement tight fiscal policy; and issues of intergenerational
equity. There are also several well-developed evaluative

points, and the answer is excellently applied to the UK economy
throughout.

|
& Results#lus
\

Examiner Tip

This candidate shows excellent knowledge of the UK
economy. We do not expect all candidates to have
such an in-depth knowledge: the ability to apply
economic ideas, concepts and theories in unfamiliar
contexts is more important that memorising lots of
facts and figures about economies, but being able to
give some examples from the case studies that you
have come across during the course will allow you to
support and illustrate your points and is very valuable.
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Part (a)

This is a Level 1 response, and was awarded 2 marks.

Part (b)

This is a Level 1 response, and was awarded 2 marks.
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ﬁ ResultsPlus

Examiner Comments

Part (a)

This candidate seems to confuse a fiscal deficit with a trade
deficit, meaning that the vast majority of this response is
irrelevant. Towards the bottom of the first page, the candidate
does identify that governmental mismanagement of public
finances might be a possible cause of a fiscal deficit, which
raises this response into Level 1.

Part (b)

The candidate only really makes one point here, that a large
public sector debt may mean that the government is forced to
raise taxes and decrease benefit payments, leading to a fall in
aggregate demand and a decrease in economic growth rates.
The rest of the response is largely irrelevant.

A
@ ReSUItS@

Examiner Tip

us

Be aware of the most commonly confused terms (for
example budget deficit and trade deficit) and double
check your use of them.
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Question 4 (a)

The four marks available for this question were split between two (1+1) for knowledge and
two (1+1) for application. Most candidates were able to identify some relevant information
from the extract, but only stronger candidates understood that a high value of exports from
a developing country would put upwards pressure on the value of that country's currency
and to explain either verbally or diagrammatically that this was due to an increase in
demand for the currency.

r ™

(a) With reference to Extract 1, explain the effect of China importing large quantities
of raw materials from a developlng count?}ﬂ-on the value of the developing
country’s currency.
(4)
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Examiner Comments

This response was awarded 3 marks as follows:

Knowledge (2) - an increase in demand for the currency (1) will
cause the currency to appreciate (1)

Application (1) - 85% if China's imports from Africa are raw
materials (1)
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(a) With reference to Extract 1, explain the effect of China importing large quantities

of raw materials from a developing country on the value of the developing
country’s currency.

(4)
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matevials . rem on deu;?mpm -Country, dne...
cutiency. of... Foe . develop \rfjﬂ (:.oun‘ﬂ' e
appretote wrich. 00eans.

Qe Yo Nre
dwc\opmj Coun‘ttas Currenc: (j

: rL-Ce
egts)

|n!?h\cc
e |

wExaminer Comments

This response was awarded 2 marks as follows:

Knowledge (2) - the currency will appreciate (1) due to the
increase in demand for the developing country's currency (1)

Application (0)

A
- OO ResultsP

Examiner Tip

us

To gain application (data reference) marks you must
do more than simply restate the question. Here the
question mentioned that China was importing raw
materials, so we were looking for examples of specific

raw materials, exporting countries, or other relevant
details from the extract.
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Question 4 (b)

In answer to this question we were looking for candidates to identify two possible reasons
for the changes in trade patterns, to develop/explain these points, and to support each
reason by referring to the figure or extract. One mark was awarded for identifying each
reason, and one mark was awarded for each piece of data reference (both up to a maximum
of two marks). The final four marks were awarded for candidates' analysis of the reasons
that they had identified. If candidates offered more than two possible reasons, the best two
were marked. As this was an 'analyse' question, there were no marks for evaluation.

Most candidates were able to suggest one or two valid reasons and to offer some data
reference in support of these points (Level 1/ low Level 2 response). Stronger candidates
differentiated themselves through the strength of their analysis, often offering detailed
explanations of their points, showing sound economic knowledge and application to context
(Level 3 response). A minority of candidates misread the question and wrote about the
likely effects of the changes in Sub-Saharan African trade patterns, rather than the possible
reasons for the changes. Such responses received few marks.

(b) With reference to the information provided, analyse two possible reasons for the
changes in Sub-Saharan African trade patterns between 2002 and 2011.
(8)
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Examiner Comments

This response was awarded 3 marks as follows:

An increase in demand from China for raw materials from Sub-
Saharan Africa (1) with data reference (1)

An appreciation of the Sub-Sahara African countries' currencies

(1)
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(b) With reference to the information provided, analyse tweo possible reasons for the

changes in Sub-Saharan African trade patterns between 2002 and 2011.
(8)
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Examiner Comments

This response was awarded 3 marks as follows:

Growth of Chinese economy and related increase in demand for
imported raw materials (1) with two pieces of data (1+1)
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Question 4 (c)

This question was generally well answered, and most candidates made good use of the
information given in the extract as to the likely benefits and costs of Sub-Sahara African
countries receiving loans from China. This allowed them to achieve a Level 2 mark for KAA
and a Level 1/low Level 2 mark for evaluation. The difference between weaker and stronger
candidates tended to be that while the former used the data in the extract as their points,
and did not really go beyond the information given to them, the latter were able to use

the information to illustrate and support their more general points, which were based in
economic theory. This gave a focus to their responses, and meant that they were not purely
descriptive. This integration of theory and context is what we are looking for in high level
responses, as well as the required depth and breadth of analysis and evaluation. Responses
did need to make appropriate reference to context to be awarded a Level 3 mark for KAA.

(c) With reference to Extract 1, evaluate the benefits to countries in Sub-Saharan
Africa of receiving loans from China.
(12)
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Examiner Comments

This is a very good answer that was awarded 7 marks for KAA
(Level 3) and 4 marks for evaluation (Level 2) giving a total
mark of 11.

The candidate relates the information given to various economic
concepts, for example the multiplier effect, productivity, a
savings gap to make it clear why the loans may be of benefit to
the economy. There are two well reasoned evaluative points,
both rooted in the context of the question.
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(c) With reference to Extract 1, evaluate the benefits to countries in Sub-Saharan
Africa of receiving loans from China.
(12)
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Examiner Comments

This is an excellent answer that was awarded 8 marks for KAA
(Level 3) and 4 marks for evaluation (Level 2), giving a total
score of 12 marks.

The candidate uses the information given in the extract well
to analyse and evaluate the benefits of the loans, once again
rooting his/her answer in economic theory.

Although there are some errors of grammar, these do not
detract from the overall coherence of the answer, and so a Level
3 is appropriate. Note that responses do not have to be free

of grammar and punctuation errors to achieve the maximum
mark, the writing must just be clear and coherent overall.
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Question 4 (d)

As with part (c), this question was also fairly well answered, with the vast majority of
candidates making good use of the data to formulate and support some arguments both for
and against the use of the trade barriers by Sub-Saharan African countries. Also as for part
(c), the mean score was approximately half marks.

Weaker candidates were able to argue that such protectionist measures would protect
jobs in Sub-Saharan Africa, lead to an improvement in the countries' trade balances, and
higher rates of economic growth. Some were able to offer tariff diagrams, although these
were often not labelled at all, or were labelled incorrectly, and were not referred to or
explained in the necessary level of detail (for example, correctly identifying the areas that
represented the net welfare loss, the government revenue from the tariff, the increase in
domestic production etc.). Stronger candidates made better use of the tariff diagram, and
tended to draw it completely and correctly. They were often also able to refer to ideas of
infant industries, the benefits of industrialisation/diversification away from primary product
production (perhaps even referring to the conclusions of the Prebisch-Singer Theory), and
the benefits of the prevention of dumping.

Stronger candidates were also able to identify themselves through the quantity and quality
of evaluation that they offered. Candidates should note that in the 16 mark questions there
are 8 marks awarded for KAA and 8 for evaluation, so we are looking for balanced answers.

{d) Assess the case for Sub-Saharan African countries introducing trade barriers
against Chinese imports.
(16}
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- Results+lus
/\ Examiner Comments

This response was awarded 3 marks for KAA (top of Level 1)
and 0 marks for evaluation (Level 0), giving a total score of 3
marks.

The candidate shows some awareness of the case for
introducing trade barriers - to protect jobs and promote
industrialisation - but these points are taken directly from the
extract, with no development. The candidate explains that
reducing imports from China would tend to cause the domestic
currency to appreciate, but does not say why this would be of
benefit to the Sub-Saharan African countries.

There is no evaluative content.
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(d) Assess thé case for Sub-Saharan African countries introducing trade barriers
against Chinese imports.
(16)
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Examiner Comments

This is a strong response which was awarded 8 marks for KAA
(Level 3) and 7 marks for evaluation (Level 3), giving a total
score of 15 marks.

The candidate identifies and explains several valid points in
favour of introducing trade barriers, and refers to the data given
to support these points. He/she brings in ideas that he/she has
learnt during the course which are not explicitly referred to in
the extract, such as dumping and infant industries etc. There
are also several evaluative points identified, although with a
slightly lower level of development.
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Examiner Tip

You may number your points
if you wish, but you must
write in full sentences - a
bullet point list of points will
not score highly.




Question 5 (a)

As with question 4(a), the four marks available for this question were awarded as two for
knowledge and two for application (1+1). It was disappointing that a good number of
candidates were unable to define a fiscal surplus. We looked for some reference to the
government/public sector in the explanation: statements that a fiscal surplus was when
spending was less than revenue in the economy, or outflows were less than inflows without
any reference to government spending, government/tax revenue etc. were not awarded any
marks.

For the application marks, we were looking for candidates to either identify a year in

which the German government ran a fiscal surplus, or to give the size of the surplus as a
percentage of GDP. For example, 'Germany ran a budget surplus in 2008 (1) and 2013 (1)’
or 'Germany had a budget surplus equal to approximately 0.3% of GDP in 2008 (1+1)". A
significant number of candidates defined a fiscal surplus but then gave the years and sizes
of the economy's fiscal deficits. This was not awarded any marks. Approximations of the
size of the surpluses were awarded fairly generously - any figure between 0.2% and 0.4%
of GDP was credited.

(a) With reference to Figure 1, explain what is meant by a fiscal surplus.
(4)
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Examiner Comments

ide. Cseel  spples,

This response was awarded 2 marks as follows:

Knowledge (0) - the definition of 'the revenue of a country
exceeds its costs' is insufficient for any marks. The reference to
the financial account at the end of the answer is confused.

Application (2) - Germany ran a fiscal surplus in 2008 (1) and
2013 (1). Note that no application marks would have been
awarded for the reference to the fiscal deficit in 2011.
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(a) With reference to Figure 1, explain what is meant by a fiscal surplus.
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Examiner Comments

(4)

This response was awarded full marks as follows:

Knowledge (2) - 'A fiscal surplus is when a government's
revenues exceed its expenditure' (2)

Application (2) - 'Figure 1 shows Germany enjoying a

fiscal surplus in 2008 (1) of 0.25% of GDP (1)'. Note that
alternatively 2 application marks could have been awarded for
the identification of the fiscal surplus equal to 0.30% of GDP in
2013. There are a maximum of 2 application marks available.
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Question 5 (b)

In answer to this question we were looking for candidates to identify two possible reasons
for the low rates of economic growth in Germany over the specified time period, to develop/
explain these points, and to support each reason by referring to the figure or extract. One
mark was awarded for identifying each reason, and one mark was awarded for each piece of
data reference (both up to a maximum of two marks). The final four marks were awarded
for candidates' analysis of the reasons that they had identified. If candidates offered more
than two possible reasons, the best two were marked. As this was an 'analyse' question,
there were no marks for evaluation.

As with question 4(b), most candidates were able to suggest one or two valid reasons

and to offer some data reference in support of these points. Weaker candidates tended

to quote large sections of the extract, usually about the issues with Germany's transport
infrastructure, but included very little analysis of their own to complement and develop

this. The ability to successfully integrate the most apposite pieces of the given data with a
candidates' own knowledge tended to be a real defining characteristic of high quality scripts.

Additionally, weaker candidates tended to focus solely on the supply-side constraints
identified in the extract, often trying unsuccessfully to make one point into two, while
stronger candidates were able to explain one or two possible demand-side causes of slow
economic growth. In either case, using aggregate demand and aggregate supply analysis
was a good way to explain why the identified factor would constrain growth, and so to gain
some of the available analysis marks.

(b) With reference to Figure 2 and Extract 1, analyse two possible reasons for the low
rates of economic growth in Germany since 2011.
(8}
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Examiner Comments Examiner Tip

J@ ResultsPlus

This is a very good response which was awarded Look out for questions that begin

full marks (8 marks).

The candidate begins by making good use of
Figure 2 to securely place his/her answer in the
context of the question. He/she then goes on
to suggest two possible reasons, and to explain
these using a good mix of economic theory and
application.

The candidate gives one demand-side factor
(reduced demand for exports due to slow growth
in Germany's trading partners' economies) and
one supply-side factor (issues with the labour
force). This gives him/her much scope to show
his/her knowledge and to develop alternative
economic arguments.

'With reference to...". When you see
these, make sure that you do make
explicit reference to each of the
sources stated. In these questions
there are always application marks
available for doing so.
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Examiner Comments

This response also received 8 marks.

In relation to the second possible reason given, we see that
the candidate has not just simply identified the problems with
transportation and infrastructure in the German economy, but
has gone on to link this to falling international competitiveness,
possibly affecting the country's trade balance and hence its
growth rate. This ability to create linked strands of reasoning
is at the heart of what we mean by analysis, and moves this
response up into the higher levels.
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Question 5 (c)

This proved to be a very challenging question, which even strong candidates found difficult.
The most common issue was that this question is really about the benefits of specialisation,
not about the benefits to the German economy of producing capital goods, luxury cars and
chemicals (among a whole range of other goods and services). Examiners were therefore
cautious when marking responses that simply discussed the benefits of producing such
goods to a country, rather than specialising in these, or any other, goods and services.
Ideally we were looking for candidates to make links to the ideas of comparative or
absolute advantage and/or to make synoptic links to the concepts of productive efficiency
and economies of scale from Unit 3, although there were several other valid points

that candidates could develop (see the markscheme). Many weaker candidates failed to
really engage with this question at all; stronger candidates tended to be able to explain
the concept of comparative advantage, but found it difficult to develop this point so it was
obvious why specialisation was beneficial to the economy.

Responses were required to make appropriate application to context to be awarded Level 3
for KAA.

Conversely, many candidates did find it easier to explain why specialisation might not be
beneficial for an economy. Candidates of all ability levels often pointed out that this could
be a risky strategy, making the country more vulnerable to exogenous shocks. Stronger
candidates were able to bring in ideas from the Prebisch-Singer Thesis of the possible
disadvantages to an economy of specialising in primary products also. The ability to make

such links between different parts of the Unit 4 specification content (international trade and

specialisation, and constraints on economic development) is very impressive and useful;
the nature of macroeconomics is such that candidates should try not to view each topic as
a separate, independent entity, but to think about how all of the topics studied interweave
to provide an overall explanation of the working of the global economy. The weakest
candidates often confused specialisation on a microeconomic scale (the division of labour
within a firm) with specialisation on a macroeconomic scale, and so tried to suggest that
this would not be beneficial for an economy as workers would find the work tedious, leading
to higher labour turnover rates etc. Such responses were awarded very few (if any) marks.
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(Extract 1, lines 5-6). To what extmt is such speclallsatlon beneficial for a country?
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Examiner Comments

This response was awarded 1 mark for KAA (Level 1) and 0
marks for evaluation (Level 0), giving a total of 1 mark.

This response is representative of the many who focused on
explaining why it might be beneficial for the German economy
to produce capital goods, luxury cars and chemicals, rather than
why it might be beneficial for any economy to specialise. The
candidate really makes no reference to specialisation, or to any
of the advantages or costs of this. There was a small amount
of relevant knowledge shown, so a score of 1 KAA mark was
awarded.
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Examiner Comments

This response was awarded 5 KAA marks (Level 2) and 4
evaluation marks (Level 2), making a total score of 9 marks.

This is one of the better responses that was produced to

this question. The candidate begins by explaining what
specialisation is, mentions the idea of comparative advantage,
and does try to explain the benefits that Germany gains from
this. Towards the end of the first paragraph, some of the
candidate's points are not well explained, and a little confused,
however the response is well applied throughout. Note that
candidates were not just limited to referring to Germany in their
responses, as the question is wider than this, and the candidate
makes good use of this to bring in some of their own knowledge
of the Dutch and Chinese economies, as well as making good
use of the extract.

The evaluative content of this response is strong, as the
candidate contrasts the benefits of specialisation with those of
diversification, particularly given the experience of the recent
global financial crisis. The candidate also goes on to add a
second layer to his/her evaluation by writing that although
Germany specialises in a limited range of goods, the fact that
they sell them to a variety of different markets does mean that
this is a less risky strategy for them overall.

A
Q ResultsPlus
Examiner Tip

Some questions want you to answer only in the context
of the question, while some others are broader and
allow you to bring in your own knowledge of other
economies.
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Question 5 (d)

In response to this question, examiners credited arguments that used either a 'hard’
definition of infrastructure (water, sanitation, power, transport and telecommunication
networks), or a 'soft' definition of infrastructure (also including social infrastructure -
education and healthcare facilities - governance, economic and cultural infrastructure).
Aggregate demand and aggregate supply analysis tended to prove to be a useful framework
for responses to this question, as candidates could show knowledge, application and
analysis through their explanations of why infrastructure investment would increase
aggregate demand in the short run, and aggregate supply in the long run. This also
provided a starting point for evaluation in terms of the different time periods when effects
might be felt, and the usual evaluative considerations when assessing the usefulness of such
analysis. More able candidates were able to develop these points further by discussing the
possible effects of investment on Germany's international competitiveness, trade balance,
attractiveness to inward FDI and government budget balance among other things, and why
each of these would be an argument for or against the spending. Weaker candidates often
gave too much weight to references to the extract, quoting long sections of it, and mainly
arguing that the infrastructure investment should go ahead because it would help to address
each of the problems presented in the extract, with less explanation of the wider economic
effects of doing so. In either case, the vast majority of candidates did apply their answers
well.

In evaluation, stronger candidates were able to not just consider the possible negative
effects of the infrastructure investment, but to weigh up the benefits of this against the
alternative course of action - running a budget surplus. They were also able to consider
the possible impact of a tax rise to fund the infrastructure programme, and to prioritise
these effects against those arising from the investment. Hints as to both of these methods
of evaluation were given in the extract, and candidates should read carefully to find such
points, remembering that application and data reference has a place in evaluation as well
as in analysis. This drew quite a sharp line between stronger and weaker candidates, with
the latter simply giving a list of learnt, general evaluation points. In the 16 mark questions,
there are 8 marks available for analysis and 8 marks for evaluation, so it is very important
that candidates do produce a balanced response, giving just as much thought and time to
their evaluation as to their analysis.
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(d) Assess the case for Increased infrastructure investment by the German government.
(16)
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Examiner Comments

This response was awarded 5 marks for KAA (Level 2) and
0 marks for evaluation (Level 0), giving it a total score of 5
marks.

In this response the candidate makes some arguments for
the government investing in infrastructure in Germany, but
does tend to drift into answering the different question of
how the government could fund an infrastructure investment
programme. The discussion of the different types of taxes
that could be raised to gain revenue, or the possibility of the
government borrowing to fund the investment, are irrelevant,
and so did not gain any credit. Although the candidate does
make several points, none of them are developed in-depth,
making this a Level 2 response for KAA.

Although the candidate does make a heading of 'Evaluation’,
none of the points under this are actually evaluative. As

they are all still arguing that the government should invest in
infrastructure, this is a continuation of the candidate's analysis,
not an evaluation of it. There is actually no evaluative content
at all in this response, and hence no marks are awarded for
evaluation.

us

A
Q ResultsP
Examiner Tip

Think carefully about your evaluation. Just because
you begin a point with 'however' or 'in evaluation'

it does not automatically mean that it is evaluative

in content! Evaluation is about weighting up the
significance of the arguments that you or someone else
has made.

IAL Economics WEC04 01

~




s ™\

(d) Assess the case formcreased mfrastructure investment by the German government
- (16)

Smcg. aﬁ—m kawm O an.ﬂ.ta:[‘ pnarpemfgf
wWiHa - one_ ¢ 'Ks.t?_ Emof-?,s Jow et wn f@mem{

rnofeC, and Lol bR anced ﬁcaf 'bv—d

meem: ﬁ-E,E O.nd rz.er-ea o AnSHT

:’IF:«J»

Benline 4o  can be cotflal
Py o::,ou,[d mﬂtﬁ%ﬁ 'f?zauefh—%?

cmd coifs o f'tlfo

-
D 0 Tl o
P 4 4 5 6 5 A 0 3 5 4 0 Tumnover p

IAL Economics WEC04 01 83



mont*hamq‘m&cgm ,200—;5

.Qazman govwmn(_ .wer{— af I"ff"
mgmhafz, Aan.. Aue . ég-en@{zfs R |
. %on ¢ jﬂrwé mﬁ u-Er-uL momf‘

J. ] d@éf—wg Md Q:d,f— J&mqv
_..,L,s . @(,[ﬂ.ﬂ@.ﬂ, /Hro

. qﬁm&, gm, af o w.{ s

= O

84 IAL Economics WEC04 01



M@%OJEM gme:mmwé a5 Plenniag. o
A O 3,10@4& ﬁaaf AL Dl Ul 1
Aeoge ﬁmdr pm,ey-f;? O
D@'%as churi. d&uefop,wu_w{-» Thus.
quueskhoned . Maod w@a,tm
.._.....z{— vl Ia%ﬁy)enaﬁ o f’zm{
: me Imone_ Muis

_.n.a_( i meﬁmm%

wExaminer Comments

This response received 5 marks for KAA (Level 2) and 6 marks for evaluation (Level 2),
giving a total score of 11 marks.

This candidate gives a reasonable range of arguments for the German government investing
in infrastructure. He/she is able to go beyond a simple use of the extract to cite the general
benefits to the economy of such investment - for example, decreased costs of production
making the county more attractive to FDI.

Evaluation is present and fairly solid here. The candidate compares the benefits of
infrastructure investment with the costs of increasing government spending - the need to
either raise taxes or increase borrowing.

The candidate applies his/her answer to the context of the German economy throughout.
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Paper Summary

Based on their performance on this paper, candidates are offered the following advice:

Candidates must understand where they are required to evaluate their answers (i.e.
in response to both essay questions in Section A, but not to 'analyse' questions within
Section B).

Candidates should include data reference and application to context in their answers to
all parts of Section B, and to support their answers where appropriate in Section A.

Candidates should also be reminded to read the questions carefully, and to make sure
that they have answered the question precisely as asked, and not simply rewritten their
notes on a topic.

Read all of the optional questions carefully before making a decision as to which one to
answer. Candidates should base their choice on how well they can answer the particular
question asked, not on which area of the specification it is testing.

AD/AS analysis is a useful tool which candidates can often use to illustrate their
responses, or extend their economic analysis.

When a question asks candidates about the likely economic effects of an occurrence, a
consideration of its effects on the government's macroeconomic objectives might be a
useful framework within which to answer.

Where diagrams are used, candidates need to integrate them into their written analysis,
rather than simply drawing them, and then not referring to them.
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Grade Boundaries
Grade boundaries for this, and all other papers, can be found on the website on this link:

http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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