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Introduction

Overall the paper was considered to be of a similar standard to the previous year. In general
student performance was at a high level, with answers showing a firm grasp of the requirements
of the specification. The majority of candidates knew how to recognise the evaluation command
words, and made good attempts at demonstrating this higher-order skill.
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Question 1(a) (i)

This question was generally well understood, but few students used data or diagrams to support
their answer so did not attain full marks.

Question 1(a) (ii)

Candidates were familiar with the definitions of fiscal and monetary policies, and many
candidates quoted the text to support these definitions.

However, many candidates did not go on to compare differences between the policies.
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Question 1(a) (iii)
The majority of candidates understood what was meant by expansionary policies.

Detailed explanations were typically given and candidates often supported their explanations
with an appropriate AD/AS diagram.

Some candidates did not provide evaluation but those candidates who did evaluate typically
developed their points well to be awarded the full four marks for evaluation.

7~

*(iii) discuss the likely effectiveness of ‘expansionary... fiscal and monetary policies’
(Extract 1, lines 2 to 3) as means of closing the output gap.
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Examiner Comments

The candidate starts the question well by giving examples of expansionary fiscal and monetary policies and so
earns four marks in the first paragraph.

The remaining eight marks for Knowledge, Application and Analysis are quickly achieved in the following two
paragraphs as the candidate explains of how the policies shift AD right/up.

Note that although the diagram and the explanation that went with it would have achieved four marks, they
were not awarded as maximum marks had already been obtained.

The bottom two paragraphs on the second page each got two marks for evaluation. Firstly that some
expenditure would go on imports (implicitly reducing the effectiveness of the policy to close the gap, but not
actually stating it).

In the second paragraph the knowledge that the position on the AS curve was important was credited with two

marks only, because the candidate went on to discuss the effect on inflation rather than output.
.

D ENIE )

It is important to link your answers back
to the issue raised in the question.
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Question 1(b) (i)
The vast majority of students were able to give details of both unemployment measures, with
only a few confused by the requirements of ILO measurement.

Question 1(b) (ii)

Candidates found this question difficult. Very few answers described unemployment as a lagging
indicator, but the sense of a time delay was often understood.

The majority of candidates could explain why unemployment remained high, but rarely why
it would continue to rise. Many candidates provided just one brief reason indicating a lack of
knowledge in this area.

Some credit was awarded for explaining why unemployment persisted.
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Question 1(c)

Good use was made of the data to develop points, but there was some confusion in the
interpretation of the data with weak candidates. Many described the impact on government
spending and economic growth rather than addressing the significance of immigration for
employment and unemployment. Some candidates identified a valid point but did not go on to

develop this point.

Evaluation for this question proved difficult. Those candidates who provided appropriate
evaluation typically provided developed explanations.
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Examiner Comments

The candidate refers to the data.

A brief reference to the effect of taking these jobs on unemployment levels earns two marks.

Two more marks for unemployment were earned referring to those immigrating seeking a job.

On the first page an evaluation mark is limited to two because the candidate doesn't fully explain the effect on
employment levels of those immigrants who are "possibly doing jobs that no one else is willing to do".

Although the candidate was eligible for four marks for the discussion of net migration, two marks were awarded
as the answer has exceeded the maximum of four evaluation marks for this question.

Two further evaluation marks could also have been awarded for the final sentence referring to the relative size of

immigration compared to the unemployment level.
_

Examiner Tip

Although this response earns full marks, it is well worth using paragraphs
throughout in order to guide the examiner and give impact to your answer.
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Question 1(d)

Candidates understood the impact of a recession on national output and were able to illustrate
the impact on AD and/or AS. However, some errors were made when analysing the impacts
particularly with regard to the direction of the impact on inflation, the exchange rate and the
current account.

A wide range of effects were considered and candidates often applied their knowledge of recent
events including experiences in the UK and countries such as Greece.

Most candidates provided suitable evaluation but points were not always developed upon.
Candidates found it more difficult to score highly on this question compared to question 2c.

Fa

*(d) Evaluate the likely effects of a recession (negative economic growth) on the UK
economy.

(30)
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Plus

Examiner Comments

The candidate is awarded four marks for the diagram and then goes on to earn two
evaluation marks for recognising that consumption is the largest component of AD.
Four marks are awarded for each of the first three effects stated, which were lower
investment, government spending and the negative wealth effect.

Credit would have been awarded for explanation of Monetary Policy except candidate
had already reached full marks (3 x 4 marks) for effects.

Two evaluation marks were awarded for identifying that there are time lags before the
full effect of government policy is seen.

In addition two marks were awarded for an implicit understanding of falling GDP.

g J

Examiner Tip

Where a question asks you to evaluate, remember
that you should develop the points you make in
your answer.
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Question 2(a) (i)

This was answered well with most students gaining full marks, although the explanation of
weighting was the mark missed most.

Question 2(a) (ii)

Many candidates seem to have difficulties in explaining why the target level of inflation is low.
The standard explanation of a weaker response was "to keep things cheap and to encourage
people to spend”. Many candidates could explain one reason very well, but sometimes struggled
to score highly on a second point.

The impact on competitiveness was a popular explanation, and a few candidates described shoe
leather costs/menu costs.
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Question 2(a) (iii)

Most candidates demonstrated a very good understanding of how monetary policy operates and
were able to provide suitable evaluation points. Some however suggested better alternative
policies, or the effects on other government objectives, thus not accessing the evaluation marks.

(i) examine how interest rate decisions may be used to achieve the

government’s inflation target.
(14)
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Examiner Comments

The candidate earns ten marks on the first page by answering the question directly. Two
were awarded for the interest rate movement, four for the effect on Investment and
another four for the excellently drawn and labelled diagram.

At the bottom of the first and the top of the second page, four marks were not awarded
for the discussion on the impact on Consumption because the candidate has already
obtained all the marks available for Knowledge, Application and Analysis by this point in
their answer.

Four Evaluation marks were awarded for the extent of the effect.

Despite the answer already receiving full marks by half way down the second page, the
final part of the answer would have not received any marks becuase the opposite effect
has already been credited.

& J

Examiner Tip

Try to label your diagrams clearly like this candidate.
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Question 2(b) (i)

Despite the irregular time axis in Figure 2 candidates were not disadvantaged by it. Most responses
correctly identified changes to house prices, but there was much confusion when interpreting the
movement of multiples of income and affordability.

Some seemed to think that a rising multiple made houses more affordable, and they did not grasp
the inverse nature of the relationship. Likewise the concept of a multiple of income seemed to be
confusing to many, often choosing to quote the figures as a percentage.

Question 2(b) (ii)

Most students understood this question clearly and gained full marks for good explanations of wealth
effect.

(ii) define the term wealth effect.
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Examiner Comments

This candidate provided a detailed explanation
worthy of full marks.
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Question 2(b) (iii)

Candidates explained the transmission mechanisms well and a range of transmission mechanisms
were described. Most candidates addressed the question by explaining the impact on output and the
price level. Evaluation points were developed and often focussed on the positive impact on first time
buyers.

Some candidates incorrectly interpreted the house price data but were able to provide suitable
analysis. A small minority of students used micro analysis to explain the effects, believing that lower
house prices would encourage us to buy more of them.

”

*(ill) assess the likely effects on real output and the general price level of changes
in house prices since mid-2007. Use an aggregate demand and supply
diagram to support your answer.
(16)
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Plus

Examiner Comments

This answer is concise and directly answers the question.

On the first page full marks were awarded for explaining the
transmission effect of the negative wealth effect on consumption
and this means that although the point relating to investment
levels is correct it was not credited.

The diagram received full marks.

On the second page 4 marks were obtained for changes to price

and output levels.
. J

Examiner Tip

The final two paragraphs are brief but effective
evaluation points.
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Question 2(c)

Candidates approached this question in a number of ways and this seemed to reflect a lack of
certainty regarding the requirements of the question. Candidates wrote a great deal of analysis,
typically describing monetary, fiscal and supply side policies with many transmission mechanisms
described.

Few errors were made with the analysis, but typically occurred when describing the impact on the
exchange rate and the current account. Candidates demonstrated an excellent knowledge of the
economic policies, and suitable evaluation points were given. Many candidates weighed up which was
the most effective policy and described conflicts between macroeconomic objectives.

It was good to see students use examples and their knowledge of policies in the current economic
climate.

Although this was not the best answer that we saw, it does just enough to obtain full marks and to
that extent is an efficient response.

*(c) Evaluate three ways in which economic policy can be used to ‘stimulate UK
economic growth' (Extract 1, lines 4 to 5).
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Examiner Comments

On the first page full marks (12) were awarded for the three
policies that might stimulate growth.

On the second page the diagram was awarded four marks and the
arrow on the real GDP axis was evidence of understanding that
real GDP was increased, earning a further two marks. However, a
sentence to this effect would have been preferable.

The three paragraphs that follow were all awarded four marks
each for evaluation.

. J

There was an 8:5 split in favour of answering Question 2, probably as a result of the more central
concepts being assessed. Questions 2aiii, 2biii and 2c were relatively straight-forward questions and
gave students the opportunity to display their skills. Although Q2aii challenged many candidates it
was a relatively low tariff question. It was felt candidates may have avoided Question 1 because of
its focus on the labour market, particularly as questions 1bii and 1c seemed to challenge the students
more rigorously than most.

However, there were many excellent answers to Question 1 particularly 1aiii and 1d.

Most entrants showed considerable awareness of the current state of the economy and some were
truly outstanding in their using this information to help them evaluate. This real interest in the
economy was evident in many papers, and was easy to credit within the flexible mark scheme.

Grade Boundries

Grade Max. Mark A B C D E N u
Raw mark boundary 80 62 54 46 39 32 25
Uniform mark scale boundary 100 80 70 60 50 40 30 0
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