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General Marking Instructions

Introduction

Mark schemes are intended to ensure that the GCSE examinations are marked consistently and fairly.
The mark schemes provide markers with an indication of the nature and range of candidates’ responses
likely to be worthy of credit. They also set out the criteria which they should apply in allocating marks to
candidates’ responses.

Assessment objectives
Below are the assessment objectives for Economics.

Candidates must:

AO1 recall, select and communicate their knowledge and understanding of concepts, issues and
terminology;

AO2 apply skills, knowledge and understanding in a variety of contexts; and

AO3 analyse and evaluate evidence, make reasoned judgements and present appropriate
conclusions.

Quality of candidates’ responses

In marking the examination papers, examiners should be looking for a quality of response reflecting
the level of maturity which may reasonably be expected of a 16-year-old which is the age at which the
majority of candidates sit their GCSE examinations.

Flexibility in marking

Mark schemes are not intended to be totally prescriptive. No mark scheme can cover all the responses
which candidates may produce. In the event of unanticipated answers, examiners are expected to use

their professional judgement to assess the validity of answers. If an answer is particularly problematic,

then examiners should seek the guidance of the Supervising Examiner.

Positive marking

Examiners are encouraged to be positive in their marking, giving appropriate credit for what candidates
know, understand and can do rather than penalising candidates for errors or omissions. Examiners
should make use of the whole of the available mark range for any particular question and be prepared
to award full marks for a response which is as good as might reasonably be expected of a 16-year-old
GCSE candidate.

Awarding zero marks
Marks should only be awarded for valid responses and no marks should be awarded for an answer
which is completely incorrect or inappropriate.

Marking Calculations
In marking answers involving calculations, examiners should apply the ‘own figure rule’ so that
candidates are not penalised more than once for a computational error.

Types of mark schemes
Mark schemes for tasks or questions which require candidates to respond in extended written form are

marked on the basis of levels of response which take account of the quality of written communication.

Other questions which require only short answers are marked on a point for point basis with marks
awarded for each valid piece of information provided.
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Levels of response

Tasks and questions requiring candidates to respond in extended writing are marked in terms of levels of
response. In deciding which level of response to award, examiners should look for the ‘best fit’ bearing

in mind that weakness in one area may be compensated for by strength in another. In deciding which
mark within a particular level to award to any response, examiners are expected to use their professional
judgement. The following guidance is provided to assist examiners.

. Threshold performance: Response which just merits inclusion in the level and should be
awarded a mark at or near the bottom of the range.

* Intermediate performance: Response which clearly merits inclusion in the level and should be
awarded a mark at or near the middle of the range.

*  High performance: Response which fully satisfies the level description and should be awarded
a mark at or near the top of the range.

Quality of written communication

Quality of written communication is taken into account in assessing candidates’ responses to all tasks
and questions that require them to respond in extended written form. These tasks and questions are
marked on the basis of levels of response. The description for each level of response includes reference
to the quality of written communication.

For conciseness, quality of written communication is distinguished within levels of response as follows:

Level 1: Quality of written communication is limited.
Level 2: Quality of written communication is satisfactory.
Level 3: Quality of written communication is of a high standard.

In interpreting these level descriptions, examiners should refer to the more detailed guidance provided
below:

Level 1 (Limited): The candidate makes only a limited selection and use of an appropriate form and
style of writing. The organisation of material may lack clarity and coherence. There is little use of
specialist vocabulary. Presentation, spelling, punctuation and grammar may be such that intended
meaning is not clear.

Level 2 (Satisfactory): The candidate makes a reasonable selection and use of an appropriate form
and style of writing. Relevant material is organised with some clarity and coherence. There is some use
of appropriate specialist vocabulary. Presentation, spelling, punctuation and grammar are sufficiently
competent to make meaning clear.

Level 3 (High Standard): The candidate successfully selects and uses the most appropriate form and
style of writing. Relevant material is organised with a high degree of clarity and coherence. There is
widespread and accurate use of appropriate specialist vocabulary. Presentation, spelling, punctuation
and grammar are of a sufficiently high standard to make meaning clear.

COVID-19 Context

Given the unprecedented circumstances presented by the COVID-19 public health crisis, senior
examiners, under the instruction of CCEA awarding organisation, are required to train assistant
examiners to apply the mark scheme in case of disrupted learning and lost teaching time. The
interpretation and intended application of the mark scheme for this examination series will be
communicated through the standardising meeting by the Chief or Principal Examiner and will be
monitored through the supervision period. This paragraph will apply to examination series in
2021-2022 only.
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Section A

Identify two factors of production.

There are four factors of production:

land, labour, capital and enterprise.

Credit should be given for any two.

Award [1] for each factor of production listed up to a maximum of [2].

(AOT) (2]

Using an example, explain what is meant by specialisation.

Specialisation occurs when workers are assigned specific tasks within a
production process. Workers will require less training to be efficient at their
job. Therefore, this will lead to an increase in labour productivity and firms
will be able to benefit from increased efficiency. In the furniture business,
one person may specialise in measuring out materials while another may

be responsible for transport. Candidates may also discuss specialisation by
courts or firm.

Allow up to [2] for a clear and accurate explanation supported by a relevant
example, allow [1] for a flawed or partial explanation.

(AO1, AO3) [2]

Explain one advantage and one disadvantage of specialisation.

Possible advantages include:

*  Higher output from workers specialising in those tasks at which they do
best

*  Production may be faster

*  Average costs of production are likely to fall (economies of scale)

Possible disadvantages include:

*  Workers may become bored by repetitive work

. Quality of goods may fall if workers become bored

. Workers may become deskilled

Allow up to [2] for each clear explanation of an advantage and a
disadvantage of specialisation, award [1] for a flawed or partial explanation)
(2 % [2]).

(AO1, AO3) [4]

AVAILABLE
MARKS
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Using an example, explain what is meant by opportunity cost.

Opportunity cost is the cost of making a particular choice in terms of the
alternative foregone.

Allow up to [2] for a clear and accurate definition supported by a relevant
example, allow [1] for a flawed or partial definition.

(AO1T) (2]

Explain the opportunity cost of increasing the number of rugby balls by 20 as
shown in the PPF as a move from Point A to Point B.

If the number of rugby balls increases by 20 from 100 to 120, the number

of footballs must decrease from 25 to 20. Hence the opportunity cost is 5
footballs.

Allow [2] for the correct number; or [1] if the answer is flawed or incomplete.
(AC2) (2]

Explain how FootRuggers could produce at Point C shown on the PPF
diagram.

Point C could only be achieved if FootRuggers increase the quantity

or quality of existing resources, e.g. a better trained workforce or new
machinery.

Allow up to [2] for a clear and accurate response, allow [1] for a flawed or
partial response.

(AO1, AO3) [2]

AVAILABLE
MARKS
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What is meant by unemployment?

Unemployment is when a person is out of work but is available to work and
actively seeking employment.

Allow [2] for a clear and accurate definition, [1] mark for a flawed or partial
definition.

(AO1:[2]) (2]

During a recession, cyclical unemployment usually tends to rise sharply.
What is cyclical unemployment?

Cyclical unemployment is when workers are unemployed because there is

a fall in total demand in the economy and there is in a downward cycle of
economic activity. The economy is likely to be in recession.

Allow [2] for a clear and accurate definition, [1] mark for a flawed or partial
explanation.

(AO1: [2]) (2]

Explain one cost of unemployment to the UK economy.

Costs of unemployment may include:

*  The lost output that unemployed workers may have produced

* Increased government spending on benefits

*  Loss of tax revenue to the government

* Increased social costs such as a rise in crime

Allow [2] for a clear and accurate explanation, [1] for a flawed or partial
explanation.

(2 x[1]).

(AO1, AO3) [2]

AVAILABLE
MARKS
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Section B

Allow [1] for choosing vertical axes to show price of curly kale per kilo and
correctly labelled; [1] for horizontal axis chosen for quantity of curly kale

per kilo and labelled; [1] for correctly plotting demand curve; [1] for correctly
plotting supply cure; [1] for correctly identifying equilibrium price as £1.75
and [1] for identifying equilibrium quantity as 45 kilograms.

(AOC2: [6]) [6]

Allow [2] for correctly plotting and labelling the new demand curve; allow [1]
for indicating the new equilibrium price at £1.5 and allow [1] for indicating the
new equilibrium quantity as 40 kilograms.

(AC2: [4]) [4]

(i) Elasticity of supply describes the responsiveness of the quantity
supplied to a change in price.

Allow [2] for a correct explanation; allow [1] for a flawed or partially correct

explanation.

(AO1:[2]) (2]

(ii) If the supply of beans is described as price inelastic, supply cannot
respond easily to a change in price. This is a common situation for
agricultural produce where it takes time for crops to grow and supply
may be affected by weather conditions.

Allow [2] for a correct explanation; allow [1] for a flawed or partially correct

explanation.

(AO1:[2]) (2]

The effects of closing the farm shop and replacing it with vending machines
could affect Greenways fixed and variable costs in a variety of ways.

These include:

Fixed costs

»  Expected savings on renting the property as the vending machines will
now be situated on their own land

. Insurance may now be cheaper as the new location on site may be
included in the farm’s insurance policy

*  Advertising costs will still need to be paid to advertise how the shop has
been replaced with vending machines

»  Possibly higher repayments on loans to the bank if the farm has
borrowed to invest in the new vending machines

Variable costs

»  Expected savings on staff wages even though staff time is still needed
to stock and maintain the vending machines

»  Electricity costs could increase as vending machines will need to be
switched on with electricity to keep them cool

«  Effects on running costs like electricity will depend on how the costs of
running the new refrigerated vending machines compare with the shop
costs

Allow [1] for identification of an effect on costs and up to [2] for development

of each. (2 x [3]).

(AO1, AO2, AO3) [6]

AVAILABLE
MARKS

20
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Using Figure 1, state the difference between the percentage of total income
of the top fifth and the bottom fifth of UK households.

The bottom 20% of households receives a total of 8% of the UK’s income
while the top 20% receive 40%. The difference is 32%.

Allow [2] for a clear and accurate identification of the proportion of income of
the top and bottom 20% of households at 40% and 8% respectively, or the
difference of 32%; allow [1] mark for a flawed or partial response.

(AO2: [2]) (2]

Explain two effects of income inequality on the UK economy.

The source material gives some economic effects of income inequality
including how it impacts on the choices that people have about:

*  The types of homes they can live in

*  The financial credit that they can access

*  The opportunities they can provide for their children

»  The preparation they can make for retirement.

Further development may include more detailed explanation of how low
income families spend a higher proportion of their income on their basic
needs while higher income groups have spare resources for luxuries. Hence
markets in the economy are more responsive to the wants of higher income
groups. This may create the need for government intervention in areas such
as housing. Low income families may rely more on credit and be vulnerable
to some of the most expensive sources of credit such as Payday loans.

Allow [1] for the identification of each effect (2 x [1]) and up to [2] for
development.
(AO2: [2], AO3: [2]) [4]

Using Figure 2, describe how a degree qualification benefits male and
female workers over their lifetime compared to other male and female
workers who have A level qualifications.

Figure 2 shows that on average:

*  Male workers with a degree earn £10 per hour at age 22/23; this
increases fairly steadily and rapidly to just under £25 by the age of 35

. By contrast, male workers with A levels start close to £8, at the age of
20 and their earning per hour peaks at around £17 or £18 per hour by
the age of 35

+  For male workers, having a degree benefits their average pay over their
lifetime by as much as £7 or £8 per hour

*  The pattern is similar for female workers with corresponding
qualifications who start at the same rates of pay at the same ages.
However, the progress of their hourly wages over their working lifetime
is lower than that of male workers for both those with A levels and
degree qualifications

*  Female workers with a degree earn a maximum of £17/£18 per hour,
£7 or £8 below male workers. In fact their rate of hourly pay is similar to
male workers with A level qualifications

*  Female workers with A level qualifications have peak earnings of
approximately £12 per hour, £5 below their male counterparts with the
same level of qualifications

AVAILABLE
MARKS
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Level 0 ([0])
The candidate’s response contains no content worthy of credit.

Level 1 ([1]-[2])

The candidate demonstrates some understanding of the key points
from the data but their response is underdeveloped. Quality of written
explanation is limited.

Level 2 ([3]-[4])

The candidate demonstrates a reasonable understanding of the key
points from the data but their response could be more fully developed.
Quality of written communication is satisfactory.

Level 3 ([5]-[6])

The candidate demonstrates an excellent understanding of the salient
points from the data and contrasts male and female average earnings.
Quality of written communication is of a high standard.
(AO1,A02,AO3) [6]

Analyse two policies that the government could use to reduce income
inequality.

Income inequality is an example of market failure resulting in the
misallocation of resources. There are numerous examples of government
action to try and help low income families improve their access to education
and employment.

Policies that the government could use to reduce income inequality include:

» Raising the level of the National Minimum Wage and the National Living
Wage

*  Ensuring that labour markets work more efficiently so that female
workers earn the same rates of pay for the same work as men

*  Encouraging workers to achieve higher levels of educational training

*  Help low paid workers through the tax and benefit system so that their
real disposable income increases

As part of the analysis candidates could explore the benefits and drawbacks

of these policies. Areas for analysis include: changes to incentives; how

individuals and households may benefit from such measures; unintended

consequences; cost to business and government

Any other valid response will be credited.

Allow [1] for identification of each policy and up to [3] for development and

analysis. (2 x [4])

(AO1: [2], AOS: [6]) [8]

AVAILABLE
MARKS

20
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Section C
(@) Explain what is meant by a monopoly.

Economic theory suggests that a monopoly describes a market situation
dominated by a single supplier. In the UK, the legal definition is when a firm
controls 25% of the market. However, the stimulus would suggest that BT
and 02, each with 25% or over of the mobile phone market could each be in
a monopoly position. Also, with Vodafone having 24% of the mobile phone
market, this suggests that the market is oligopolistic.

A monopoly can exist on a local, regional or national level. For example, in a
local area there may not be much competition for some goods and services
hence one firm may have the monopoly. On a regional level, some firms
may be granted dealerships giving them the regional monopoly. In Northern
Ireland, this is the case for some car dealerships.

Some monopolies are run by the government in the public sector. Again
within Northern Ireland, Translink is the sole provider of public bus and rail
transport. This situation is permitted by government as it is considered to
be in the public interest and the market is not sufficiently large to support
competition and possible loss of economically inefficient routes. Since
privatisation, there are fewer state funded monopolies but some private
companies have monopoly powers, sometimes for strategic reasons, and
monopoly practice is supervised and investigated by the Competition and
Markets Authority.

Level 0 ([0])
The candidate’s response contains no content worthy of credit.

Level 1 ([1]-[2])
The candidate demonstrates some understanding of a monopoly but this is
poorly explained or underdeveloped. Quality of written explanation is limited.

Level 2 ([3]-[4])

The candidate demonstrates a reasonable understanding of a monopoly
but the explanation could be more fully developed. Quality of written
communication is satisfactory.

Level 3 ([5]-[6])

The candidate demonstrates a clear understanding of the meaning of a
monopoly and supports their explanation with some relevant development.
Quality of written communication is of a high standard.

(AO1, AO2, AO3) [6]

(b) Explain why new firms may want to enter a market.

In the private sector, new firms may enter a market to make profit. The
stimulus states that BT bought over a company (EE) in order to get a
foothold in the mobile phone market.

New markets for products and services constantly emerge and new
suppliers see this potential to grow and thrive. Consumer tastes change and
firms may want to keep in contact with these rather than being in markets
where demand has fallen.

13070.01 F 10
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There may be other additional motives including:
*  Economies of scale

*  Growth

*  Market dominance

*  Compete with rivals

*  Long-term profit making and survival

Level 0 ([0])
The candidate’s response contains no content worthy of credit.

Level 1 ([1]-[3])

The candidate is aware of some reasons why new firms enter markets
but the points are incomplete or not well developed. Quality of written
communication is limited.

Level 2 ([4]-[6])
The candidate provides a reasonable explanation of reasons why new firms
enter markets. Quality of written communication is satisfactory.

Level 3 ([7]-[9])

The candidate provides a thorough examination of reasons why new firms
enter markets. Quality of written communication is of a high standard.

(AO1, AO2, AO3) [9]

Discuss the view that competition results in the best outcomes for
consumers and producers.

Economists often argue that competition in a market is better than markets

that are dominated by one or a few firms such as a monopoly or oligopoly.

The reasons include:

»  Greater consumer choice which is often seen as a good thing in itself

»  Greater competition should lead to lower prices for consumers

*  Competition should improve the quality of the good or service produced

*  Competition will lead to more innovation and development of new
products

However, some disadvantages of competition may include:

. In some industries only a monopoly may be efficient (natural monopoly
argument)

» If a market is very competitive, individual firms may not grow sufficiently
large to benefit from economies of scale. Consumers may not gain
much advantage of lower prices resulting from lower costs

«  Larger firms in less competitive markets (monopolies) may make more
profit which can be used to fund research and development

Level 0 ([0])
The candidate’s response contains no content worthy of credit.

Level 1 ([1]-[5])

The candidate identifies some possible advantages or disadvantages of
competition but points are not developed or discussed. Quality of written
communication is limited.

1
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Level 2 ([6]-[10])
The candidate briefly discusses some advantages and disadvantages of
competition. Quality of written communication is satisfactory.

Level 3 ([11]-[15])

The candidate thoroughly discusses a range of advantages and
disadvantages of competition and links points to the outcomes for
consumers and producers. Quality of written communication is of a high
standard.

(AO1, AO2, AO3) [15]

12
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Explain what is meant by social costs and benefits.

A social cost is the total cost to society of producing or consuming a good or
service. It includes private costs which are paid by the producer or consumer
and external costs which are paid by third parties. For example, air travel,

as mentioned in the stimulus, creates private costs in the form of the air
fares paid by passengers. It also produces negative externalities in the form
of pollution and congestion around airports, with these costs borne by third
parties.

A social benefit is the total benefit to society of producing or consuming

a good or service. It includes private benefits enjoyed by the producer or
consumer and external benefits which are enjoyed by third parties. Free
health care brings private benefits to individuals who can access services
to help them maintain and enjoy good health. Society also benefits as fewer
days are lost at work and the value of output in the economy increases.

Level 0 (0)
There is no content worthy of credit.

Level 1 ([1]-[2])
The candidate demonstrates some understanding of the concept of social
costs and benefits. Quality of written explanation is limited.

Level 2 ([3]-[4])

The candidate demonstrates a reasonable understanding of the concept of
social costs and benefits but their answer could be developed. Quality of
written communication is satisfactory.

Level 3 ([5]-[6])
The candidate demonstrates a clear understanding of the concept of social

costs and benefits. Quality of written communication is of a high standard.
(AO1, AO2, AO3) [6]

Analyse the possible social costs and benefits associated with flight travel.
Flight travel gives rise to a number of social costs and benefits including:

Private costs

»  Ticket purchase — passengers, individuals and firms, use their private
financial resources to pay the price of tickets and probably travel
insurance

Negative externalities

» Airtravel is now considered to be a major cause of air pollution, the cost
of which is not fully recognised in the price of tickets. Aircraft are still
major users of fossil fuels

» Aircraft also cause noise pollution forcing residents to sometimes take
action, e.g. restrictions are in place to ban flights after 10 p.m. around
Belfast City Airport

* Large numbers of passengers create the need for support services such
as travel to airports and this causes traffic congestion which contributes
even further to air pollution. This also adds to business costs if traffic

13
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moves more slowly such as around major airports like Heathrow and
Gatwick

»  Cars generate air and noise pollution to travel to the airport. Air pollution
can contribute to global warming. It also causes respiratory illnesses
and damages buildings and vegetation

* Road construction and maintenance. Roads and associated
infrastructure such as traffic signals have to be paid for

. Wildlife, especially birds, also suffers in and around airports

Private benefits

* Individuals enjoy the benefits of travelling long distances very quickly
which saves them time

»  They also have new opportunities opened to travel to parts of the world
that would be difficult by other means of travel

» Air travel helps people to maintain communication with people in other
countries

*  Businesses use air freight to move perishable commodities long
distances, e.g. spare space in the hold of passenger planes is used to
transport fresh fish from the UK to North America and Europe (Ref. Ed
Balls What Britain buys and sells in a day, BBC 2019)

* Business and organisations benefit from using air travel to send
representatives efficiently on UK and global business

Positive externalities

»  People gain more knowledge and understanding of other countries and
cultures

» Air travel has contributed to the growth in global tourism and created
many jobs

*  Workers can now realistically consider wider geographic employment
opportunities

+  Ease of travel to the UK has attracted foreign tourists and helped
economic growth, employment and the Balance of Payments

Level 0 (0)
There is no content worthy of credit.

Level 1 ([1]-[3])

The candidate explains a number of social costs and benefits that arise from
air travel but that explanation is limited. Quality of written communication is
limited.

Level 2 ([4]-[6])

The candidate provides a reasonable explanation of relevant social costs
and benefits that arise from air travel. Quality of written communication is
satisfactory.

Level 3 ([71-[9])

The candidate provides a thorough examination of a range of relevant social
costs and benefits that arise from air travel. Quality of written communication
is of a high standard.

(AO1, AO2, AO3) [9]
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Discuss how the UK government could help to reduce the environmental
effects of flight travel.

The stimulus provides examples of two possible policies that could be

implemented to reduce the environmental effects of flight travel:

*  Much higher taxes on frequent flyers

. Increased investment in new technology similar to the developments in
the car industry

Other policies could include: requirements on airlines to charge prices

that reflect the full social costs and make them contribute to the clean up;

a rationing of air travel by distance and/or frequency; a ban on air travel;

promotion of alternative, more environmentally friendly alternatives to air

travel including taking holidays in the UK rather than abroad.

Higher taxes

* Wil result in an increase in the cost of air travel to individuals and
business and lead to some reduction in demand

+  Tax revenue will be available to the government to help address the
negative externalities

»  Taxes should be easy to implement and collect as they fall directly on to
the passenger

« This is likely to be unpopular with the general public who have got used
to cheap flights and opportunities to travel widely

+  Some jobs may be lost in the airline industry and its ancillary sector if
fewer passengers travel

»  Demand for alternative forms of transport such as ferry and rail may
increase

*  The local economy may benefit from greater spending on domestic
services like tourism

Increased investment

» Airline manufacturers will need to invest in new technology to develop
new engines that use more sustainable sources of power, like electricity

*  The government may have to provide generous subsidies to airlines to
encourage them to invest in new environmentally friendly technology

*  There will be new opportunities in research and development and a
chance to develop new specialism that could be sold internationally

*  Those manufacturers that have problems adjusting to the new
technology may go out of business. At the same time new companies
may successfully enter the market

»  Similarly some support industries such as fuel suppliers and engine
maintenance may go out of business

*  On the other hand there will be a growth in demand for other products
such as batteries that can provide high quantities of energy

*  There could be a loss of jobs in areas such as maintenance and fuel
supply leading to unemployment

+  If the UK air manufacturing industry fails to adopt new technology, there
could be an increase in imports of aircraft. On the other hand successful
development of electric fuelled aircraft could lead to a rise in exports
and contribute to economic growth

» If passenger airlines fail to adopt new technology, they could go out of
business or be banned from operating

*  The government may lose tax revenue earned from the sale of fossil
fuels

Appropriate alternative policies will be credited

15
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Level 0 ([0])
The candidate’s response contains no content worthy of credit.

Level 1 ([1]-[5])

The candidate identifies relevant actions or policies that the government
could implement but the discussion is limited and not well developed. Quality
of written communication is limited.

Level 2 ([6]-[10])

The candidate briefly discusses relevant actions or policies and their
impact on individuals, firms and the economy as a whole. Quality of written
communication is satisfactory.

Level 3 ([11]-[15])

The candidate thoroughly discusses relevant actions or policies and their
impact on individuals, firms and the economy as a whole. The response

is well developed with a good balance of potential positive and negative
outcomes. Quality of written communication is of a high standard.

(AO1, AO2, AO3) [15]

16
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Explain what is meant by international trade.

International trade is the exchange of goods and services between countries
that specialise in those goods and services. This is done by importing and
exporting goods and services. When conditions are right, trade brings
benefits to all countries involved and can be a powerful driver for sustained
GDP growth and rising living standards. If countries specialise in the
production of certain goods and services and then trade with other countries
there will be an increase in economic welfare.

Level 0 ([0])
The response contains no content worthy of credit.

Level 1 ([1]-[2])

(AO1)

The candidate demonstrates some understanding of international trade but
points are not well developed. Quality of written explanation is limited.

Level 2 ([3]-[4])

(AO1, AO2)

The candidate demonstrates reasonable understanding of international
trade and points are supported with some development. Quality of written
communication is satisfactory.

Level 3 ([5]-[6])

(AO1,AO02)

The candidate demonstrates thorough understanding of international

trade and points are supported with good development. Quality of written
communication is of a high standard. [6]

Explain why the UK has a trade deficit on the current account of the Balance
of Payments.

The UK'’s trade deficit on the Current Account of the Balance of Payments

can be explained by:

 The UK is a net importer of goods due to the fact that we are not self
sufficient in the production of food stuffs and other raw materials

*  Resources in the UK are more limited than in many other countries with
which we trade therefore we need to buy in many of the components
and raw materials needed by manufacturing and service industries

. The UK imports large quantities of food, commodities and raw materials,
all of which are important in giving consumers’ choice and business the
raw materials and components they need to operate their businesses.
Hence it would be difficult to reduce this section of the Balance of
Payments accounts to improve the situation significantly

*  The UK generally has a positive balance in the Balance of Trade
in services — it shows that the UK is a net exporter of services but
this section of the accounts is not sufficiently strong to completely
counteract the negative balance on goods

* UKiis a relatively wealthy developed economy and the majority of
citizens enjoy a high standard of living. They are used to consuming
imported goods, e.g. foreign cars, and services such as foreign
holidays, all of which they would be reluctant to give up
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*  Deindustrialisation and the loss of manufacturing comparative
advantage, has made us dependent on imports of goods
+ Changes in exchange rate

Level 0 (0)
The candidate’s response contains no content worthy of credit.

Level 1 ([1]-[3])

(AO1, AO2)

There is a limited explanation of why the UK has a Balance of Trade deficit.
Quality of written explanation is limited.

Level 2 ([4]-[6])

(AO1, AO2, AO3)

There is a reasonable explanation of why the UK has a Balance of Trade
deficit with some development of the role played by exports and imports.
Quality of written communication is satisfactory.

Level 3 ([7]-[9])

(AO1, AO2, AO3)

There is a clear explanation of why the UK has a Balance of Trade deficit
that includes a detailed discussion of the relative effects of imported and
exported goods and services. Quality of written communication is of a high

standard. [9]

Discuss the possible effects on consumers, businesses and the UK

economy as a whole of a fall in the exchange rate of the pound against other

currencies.

A depreciation of the pound against other currencies makes the UK a more
attractive market for importers of UK goods and services. UK exports will
become relatively cheaper in foreign markets so this is likely to increase
demand.

Consumers

+  They may feel the effects of the fall in the pound in the price of many
basic household items such as food. The household shopping basket is
likely to increase in price and other essential items, such as fuel which
is mostly imported, are also likely to be affected by the weak pound

*  They will have less spending power so aggregate demand in the
economy will fall

»  Foreign holidays, which are imported services, will be more expensive
and their spending power abroad will be reduced

Businesses

*  Businesses that need imported raw materials or inputs will find their
costs rising and thus force them to either put up prices or reduce their
profit margins

*  Some businesses may benefit from greater demand from overseas
customers providing an opportunity for growth and development

*  With foreign holidays more expensive, the UK’s tourist industry may
receive a boost through greater demand for UK citizens

18

AVAILABLE
MARKS




13070.01 F

. Increased demand from foreign tourists coming to the UK to take
advantage of relatively cheaper holidays will also help the UK economy
both in terms of employment and economic growth

Economy as a whole

*  The effect on the UK economy is likely to be an increase in exports of
goods and services, creating jobs and increasing aggregate demand
and economic growth

*  The flow of spending out of the UK to buy imported goods and services
is likely to fall so this further increases domestic demand. These effects
are relative to the extent of the change in the exchange rate and how
these affect consumer and business behaviour both at home and
abroad

*  The fall in the exchange rate could result in higher import costs and
cost-push inflation

Level 0 ([0])
The candidate’s response contains no content worthy of credit.

Level 1 ([1]-[5])

The candidate identifies one or two possible effects of the fall in the
exchange rate of the pound but these are not well discussed or developed.
Quality of written communication is limited.

Level 2 ([6]-[10])

The candidate briefly discusses some possible effects of the fall in the
exchange rate of the pound with some relevant development. Quality of
written communication is satisfactory.

Level 3 ([11]-[15])

The candidate develops and thoroughly discusses the main effects of a fall

in the exchange rate of the pound changes in the exchange rate. Quality of
written communication is of a high standard.

(AO1, AO2, AO3) [15]

Total

19

AVAILABLE
MARKS

30

150





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


