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Generic Marking Principles

These general marking principles must be applied by all examiners when marking candidate answers. They should be applied alongside the
specific content of the mark scheme or generic level descriptors for a question. Each question paper and mark scheme will also comply with these
marking principles.

GENERIC MARKING PRINCIPLE 1:
Marks must be awarded in line with:
the specific content of the mark scheme or the generic level descriptors for the question

the specific skills defined in the mark scheme or in the generic level descriptors for the question
the standard of response required by a candidate as exemplified by the standardisation scripts.

GENERIC MARKING PRINCIPLE 2:

Marks awarded are always whole marks (not half marks, or other fractions).

GENERIC MARKING PRINCIPLE 3:
Marks must be awarded positively:

marks are awarded for correct/valid answers, as defined in the mark scheme. However, credit is given for valid answers which go beyond the
scope of the syllabus and mark scheme, referring to your Team Leader as appropriate

marks are awarded when candidates clearly demonstrate what they know and can do

marks are not deducted for errors

marks are not deducted for omissions

answers should only be judged on the quality of spelling, punctuation and grammar when these features are specifically assessed by the
question as indicated by the mark scheme. The meaning, however, should be unambiguous.

GENERIC MARKING PRINCIPLE 4:

Rules must be applied consistently e.g. in situations where candidates have not followed instructions or in the application of generic level
descriptors.
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GENERIC MARKING PRINCIPLE 5:

Marks should be awarded using the full range of marks defined in the mark scheme for the question (however; the use of the full mark range may
be limited according to the quality of the candidate responses seen).

GENERIC MARKING PRINCIPLE 6:

Marks awarded are based solely on the requirements as defined in the mark scheme. Marks should not be awarded with grade thresholds or
grade descriptors in mind.
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Question

Answer

Marks

Guidance

1(a)

Identify, from the extract, two methods of trade protection.

Tariffs (1) Exchange control/limit on foreign currency that people can buy (1).

1(b)

Analyse what may cause a depreciation in an exchange rate.

A deficit on the balance of payments on current account (1) imports are greater than
exports resulting in fall in market price (1).

A fall in demand for the currency (1) a rise in the supply of the currency (1).

A fall in exports/rise in imports (1) due to higher inflation (1) lower quality of goods being
produced (1) higher costs of production (1).

A rise in imports/fall in exports (1) due to increase in demand in the economy/economic
growth (1).

A fall in the rate of interest (1) due to a fall in FDI/speculation (1).

An expansionary government monetary policy (1) to sell currency to encourage exports

(1).

Analyse to what extent the information in Table 1 suggests that countries with
current account deficits have higher inflation rates and lower economic growth
rates than those with current account surpluses.

The three countries with current account deficits do have higher inflation rates (1).
Correct identification of Columbia/Nigeria/Turkey as the three countries with a deficit
(1).

China and Germany have lower inflation (1).

The picture is less certain in terms of economic growth (1).

Evidence (up to 2) e.g. Columbia has a deficit but relatively high economic growth (1).
Germany had a surplus but low economic growth (1).
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Question Answer Marks Guidance
1(d) Explain, using information from the extract, two reasons why poverty may have 4

increased in Nigeria in 2015-2016.

Higher price of imported food (1) the poor spend a high proportion of their income on
food (1).

Current account deficit (1) results in lower demand and unemployment rises (1).
Inflation (1) people can afford less (1).

Spending on education and health care may have been cut (1) this may have reduced
some people’s ability to access this services/reduced employment in these
sectors/unable to get jobs due to lack of skills/iliness (1).

Unemployment may have increased/high unemployment (1) reducing some people’s
income (1).

Lower tax revenue (1) spending on welfare benefits may have fallen (1).

Water pollution (1) clean drinking water is seen as a necessity (1).
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Question Answer Marks Guidance
1(e) Discuss whether or not a cut in government spending on education would reduce 5 For all ‘Discuss’ questions

the gap between government spending and tax revenue.

Up to 3 marks for why it might:

Spending on education may form a relatively high percentage of government
spending/a reduction will reduce overall government spending (1) this could have big
impact on gap if government does not raise spending on other items (1) if tax revenue
remains unchanged (1).

The government may have used the tax revenue to spend on stimulating the economy
(1) raising tax revenue (1).

Up to 3 marks for why it might not:

Lower government spending on education may reduce skills (1) lowering employment
(1) reducing incomes (1) lowering tax revenue (1) increasing government spending on
benefits (1) gap may widen (1).

Government may increase spending elsewhere e.g. infrastructure (1) therefore gap is
not reduced (1).

May encourage emigration (1) fewer people to pay taxes (1).

Each point may be credited only once, on
either side of an argument, but separate
development as to how/why the outcome
may differ is to be rewarded.

Generic example Mark
Tax revenue may decrease 1
because of reason... 1

e.g. incomes may be lower

Tax revenue may increase 0
(reverse of 1st argument)

because of a different reason / 1
not a reverse argument

e.g. government spending on
subsidies may stimulate the
economy more than spending on
education.

1(f)

Explain, using information from the extract, two external costs that arise from oil
production in Nigeria.

Water pollution (1) imposing a cost on fishermen/poor quality drinking water affects
health of local people/cost on third parties/government may have to spend money
clearing up the pollution (1).

Air pollution (1) imposing a cost on local people e.g. quality of air affects
breathing/damage to the environment/global warming (1).
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Question Answer Marks Guidance
1(9) Discuss whether or not an increase in the wages of low-paid workers will reduce 6 | Each point may be credited only once, on

poverty.

Up to 4 marks for why it might:

One cause of poverty is low pay (1) raising the pay of the poor can take them out of
poverty/increase their income (1) their spending is likely to increase (1) enabling them
to buy more basic necessities (1) reducing absolute poverty (1) stimulating higher

output/demand (1) reducing unemployment (1).

Enables low-income families to spend on education of children (1) raising skills and pay

in long-run (1).

Raising the pay of low-paid workers may increase their motivation (1) which may
increase their productivity (1) increasing their chances of keeping their jobs/gaining

promotion (1).

Up to 4 marks for why it might not:

Increase may be very small (1) insufficient to take people out of poverty (1) Increase

maybe less than inflation rate (1) leaves poor worse off (1).

Poor may not have jobs (1) increase in pay has no affect for them (1).
The rise in pay (1) may increase firms’ costs of production (1) causing them to make

some workers redundant (1) reducing their income (1).

either side of an argument, but separate
development as to how/why the outcome
may differ is to be rewarded.
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Question Answer Marks Guidance

2(a) Define total revenue. 2
Price Oquantity (2).
Total cost plus total profit/total cost minus any loss (2).
The amount received (1) from selling a product (1).

2(b) Explain how a firm may earn a profit despite a fall in revenue. 4
Profit is revenue minus cost (1).
Costs of production may fall by more than revenue (1) e.g. fuel costs may have
fallen/action taken to reduce costs if revenue falls (1).
Revenue may have initially been higher than cost (1) profit may have fallen but still be
positive (1).
The firm may receive government subsidies (1) reducing costs of production (1).

2(c) Analyse how the introduction of an indirect tax may cause unemployment. 6

An indirect tax will impose an additional cost on firms (1) example of an indirect tax (1)
producers are likely to pass some of the tax on to consumers (1) raise the price of
products (1) to maintain profit (1) higher price reduces demand for products (1) reduces
supply (1) reduce demand for labour (1).

Higher prices may reduce total demand (1) as consumption is a component of total
demand (1) reduction in derived demand for labour (1).

If tax mainly borne by producer/demand for the good is elastic (1) less money to invest
(1) less jobs available (1).
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2(d) Discuss whether or not MNCs are likely to set up in countries with low 8 | Each point may be credited only once, on

unemployment.

Up to 5 marks for why they might:

Incomes/GDP may be high (1) creating high demand for the MNCs’ products (1)
increasing profit (1).

People they employ are likely to have work experience (1) may be trained/need less
expenditure on training (1) have higher productivity (1) lowering costs of production (1).
Employment may be in primary sector (1) where wages are lower (1).

May be a capital intensive and don’t need many workers (1) just skilled workers (1).
Tax revenue may be high (1) due to high incomes and spending (1) so the government
may not set high corporation tax (1) may provide subsidies to the MNCs (1)
infrastructure is good reducing costs for MNCs (1).

Up to 5 marks for why they might not:

May have to pay high wages (1) provide generous fringe benefits (1) to attract workers
from other firms/difficult to recruit (1) increasing costs of production (1) are
uncompetitive with other MNCs in other countries (1) reducing profits (1).

The workers may be employed in low-skilled jobs (1) the MNCs may have to spend
money on training workers (1).

High wages mean MNCs are unable to exploit labour with low wages (1) prefer to locate
in countries where pay low wages (1) as this means low costs of production (1) and
increases profits (1).

Low unemployment may mean a high level of demand (1) causing demand -pull
inflation (1) it may push up wages (1) causing cost-push inflation (1) higher inflation may
make it harder for the MNCs to export (1).

either side of an argument, but separate
development as to how/why the outcome
may differ is to be rewarded.

Accept responses from the opposite
perspective i.e. why MNCs may want to
establish in countries with high
unemployment.
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3(a) Identify two reasons why someone may choose to train to become a dentist.

High pay (1) fringe benefits (1) job security (1) good working conditions/environment (1)
Interest/vocation/passion/high job satisfaction (1) high status (1).

3(b)

Explain two reasons why manufactured goods are usually in more price elastic
supply than agricultural goods.

The difference in the time it takes to produce the goods (1) it is usually quicker to make
manufactured goods/it takes time for crops to grow and/or animals to be raised (1).
May have more skilled workers (1) more flexible in adjusting to changes in demand (1).
May have more mobile factors of production (1) e.g. land itself is geographically
immobile (1).

The difference in storage time (1) it is usually easier to store manufactured goods (1).

3(c)

Analyse the advantages of an increase in a country’s labour force.

A larger labour force increases (potential) output (1) if the increased labour force are
employed (1) output will rise (1) higher GDP/economic growth will occur (1).

Tax revenue will rise (1) enables increase in government expenditure on e.g. education
and health (1) the level of dependency may fall (1).

New workers may bring new skills to the labour force (1) labour productivity may rise (1)
the new workers may be more geographically mobile (1) occupationally mobile (1) may
attract MNCs (1).

Higher labour supply (1) may reduce wages (1) reduce cost-push inflation/lower prices
(1).

Higher output results in increased exports (1) improving balance of payments on current
account (1).
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3(d) Discuss whether or not a government should provide free dental treatment. Each point may be credited only once, on

Up to 5 marks for why it should:

Some low paid people may not be able to afford dental treatment (1) it is an essential
service (1) reduces poverty (1) enables people to spend on other essential
goods/services e.g. education (1).

Dental treatment can improve the health of the population (1) raising the productivity of
workers (1) increasing output (1) raising living standards (1) providing an external
benefit (1).

Some people may not appreciate the true benefits of dental treatment to themselves
(1).

The government’s main motive may be to promote economic welfare (1).

Up to 5 marks for why it should not:

It may increase government spending (1) It will involve an opportunity cost (1) e.g.
higher spending on education/raise taxes to cover cost/results in budget deficit (1).
The private sector is motivated by the profit motive (1) may provide a better service (1)
be more responsive to consumer demand (1).

Some dental treatment is cosmetic (1) not an essential service (1).

Rich people able to pay for private treatment (1) waste of government resources in
supporting low income families/children (1).

People may not take care of their teeth (1) as treatment is free (1) resulting in more
resources devoted to dental treatment (1).

People who do not need treatment may go to the dentist (1) wasting resources (1).

either side of an argument, but separate
development as to how/why the outcome
may differ is to be rewarded.

Reward but do not expect reference to
dental treatment being a merit good and
being under-consumed.
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4(a)

Define death rate.

The number of deaths per 1000 of the country’s population (1) per year/time period (1).

4(b)

Explain two policy measures a government could introduce to encourage families
to have more children.

Provide child benefit/subsidy/child bonus (1) to help cover the cost of raising children
(1).

Increase maternity/paternity leave (1) to make it easier for people to combine work and
parenthood (1).

Increase tax benefits/allowances to parents (1) to increase their disposable income (1).
Subsidise child care (1) to make it easier for people to combine work and parenthood
(1).

Provide free state education/healthcare (1) to reduce the cost of raising children (1).
Lower interest rate (1) may enable parents to buy a larger house (1).

Analyse the impact that a declining population could have on the environment.

A declining population is likely to lead to less production (1) less traffic (1) this could
reduce pollution (1) improving the quality of e.g. rivers (1).

A declining population could reduce consumption (1) slowing down depletion of
resources (1) e.g. destroying less of the rainforest (1) preserving fish stocks (1).
Reduced labour force (1) there is the possibility that having fewer people may reduce
the resources available to improve environmental conditions (1).

Shortage of labour may lead to increased use of machines (1) resulting in increased
pollution (1).
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4(d)

Discuss whether or not a firm that produces a wide range of products can take
advantage of economies of scale.

Up to 5 marks for why it might:

May be able to take advantage of financial economy of scale/greater ability to raise
finance/borrow at a lower rate of interest (1) as this type of economy of scale is just
dependent on the size of the firm (1).

May be able to take advantage of risk bearing economy of scale (1) as this type is
dependent on a range of products being produced (1).

May be able to take advantage of managerial economy of scale (1) some specialised
jobs e.g. accountants are not dependent on type of products produced (1).

May be able to take advantage of external economies of scale (1) these depend on the
size of the industry (1).

Up to 5 marks for why it might not:

May not be able to take advantage of buying/purchasing economy (1) may not be able
to buy raw materials in bulk (1).

May not be able to take advantage of technical economy (1) the different types of
product may require different capital equipment to produce them (1).

May not be possible to achieve selling economy in the form of specialised transport (1)
the different products may require different forms of transport (1).

May not be a large firm e.g. produces small amounts of lots of goods (1) and may not
benefit from economies of scale (1).

Maybe be too big a firm (1) suffers from diseconomies of scale (1) example (1).

Each point may be credited only once, on
either side of an argument, but separate
development as to how/why the outcome
may differ is to be rewarded.
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5(a)

What is the difference between the price of a product and the cost of a product?

The price is the amount the customer pays for the product/average revenue/how much
the product is sold for (1).
The cost is the expenditure involved in producing product e.g. labour costs (1).

5(b)

Explain two influences on a country’s demand for food.

Increase in population size (1) would increase demand as more people consume food
(1).

Increase in prices (1) will reduce demand and vice versa (1).

Increase in income (1) increase demand for food as people have more purchasing
power (1).

Health awareness (1) in some countries if people become more aware of the health
problems of obesity, demand for food may decrease (1).

Increase in proportion of young people (1) consume more than old people so demand
will rise/patterns of consumption are different (1).

The opening of fast food chains (1) may increase demand for meat (1).

Advertising (1) may persuade people to eat more (1).

Analyse why a country may change from a net exporter of a product into a net
importer of the product.

Internal demand for the product may increase (1) due to a rise in income (1).

There may be a change in tastes from domestic to foreign produced versions (1).

There may be supply problems at home (1) due to bad weather/diseases (1).

Imports may become relatively cheaper (1) better quality (1).

Import restrictions may be removed (1) and foreign producers may be more efficient (1).
Higher inflation at home (1) may reduce exports as more expensive/increase imports
which are cheaper than before (1).

Maybe a change in climate (1) making it difficult to grow a particular crop (1).
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5(d) Discuss whether or not a central bank should limit the amount commercial banks Each point may be credited only once, on

can lend to its customers.

Up to 5 marks for why it should:

A function of a central bank maybe to control commercial bank lending (1).

Unlimited loans could encourage people to borrow too much (1) they may get into debt
(1).

Some of the borrowers may not be able to pay back the loans (1) this could result in the
banks collapsing (1) this could stop the economy working effectively (1).

A limit on the amount lent could control total (aggregate) demand (1) and reduce
inflation (1).

A limit on bank lending could reduce spending on imports (1) this could improve the
current account position on the balance of payments (1).

Up to 5 marks for why it should not:

Some people who cannot borrow may not have sufficient purchasing power to afford
e.g. an adequate amount of food/education for their children (1) move into poverty (1).
Limiting loans to firms may cause some to close (1) causing unemployment (1).

Some firms may not be able to expand (1) restricting economic growth (1).

The limit may discourage MNCs from setting up in the country (1) foregoing the benefits
MNCs may bring (1).

State of economy (1) if in recession (1) limiting lending by banks could lead to loss of
jobs (1).

Unlimited loans could reduce the interest rate (1) this could increase economic
growth/lower unemployment (1)

May force some of the poor to borrow from unregulated lenders (1) causing them to get
into further debt (1).

either side of an argument, but separate
development as to how/why the outcome
may differ is to be rewarded.
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6(a)

Identify two ways a government could conserve its country’s resources.

One mark for each appropriate action identified. Examples include:
Ban/place a limit on the amount of resource consumed.

Import resources to reduce consumption of country’s own resources.
Reduce exports to reduce consumption of limited resources.

Put tax/increase tax on resources to reduce demand.

Educate consumers to reduce consumption/conserve resources.
Control immigration to reduce consumption of resources.

Encourage recycling of resources e.g. metals/plastic.

Subsidise firms that conserve natural resources.

6(b)

Explain two external benefits that can arise from education.

Higher output (1) due to more skilled workers (1).

Better quality output (1) due to more efficient workers (1).

More advanced technology (1) due to ideas/ability to operate new technology (1).
Improved health/reduction in spread of diseases (1) more informed population (1).
Less pollution (1) if population educated on environmental issues (1).

Firms may have to spend less on training (1) due to greater supply of skilled workers

(1).

Analyse how a cut in the rate of interest could reduce poverty.

A lower interest rate will increase the purchasing power of the poor who have borrowed
before (1) will make it easier/cheaper to borrow (1) enabling them to buy more
necessities (1) spend on education (1) enabling them to get a job / better paid job (1).
A lower rate of interest may encourage a rise in consumer expenditure (1) encouraging
firms to expand (1) providing cheaper finance for the expansion (1) increase output (1)
raise employment (1) raise income (1).

Higher output and spending may increase tax revenue (1) enabling the government to
increase its spending to reduce poverty (1).
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6(d) Discuss whether or not economic growth always increases living standards. Each point may be credited only once, on

Up to 5 marks for why it might:

Higher output (1) may enable people to enjoy more goods and services (1) especially if
GDP per head rises (1) may increase employment (1) raise incomes (1)

Higher output may increase tax revenue (1) more resources/higher quality of resources
(1) may enable there to be better healthcare (1) increasing life expectancy (1)
more/better education (1).

Higher output may enable more resources to be devoted to improving environmental
conditions (1) e.g. reduce pollution (1).

Up to 5 marks for why it might not:

The benefits may not be evenly spread (1) income and wealth may be unevenly
distributed (1) there may still be high levels of poverty (1).

Higher output may have been achieved by increasing working hours (1) working
conditions may have declined (1) there may be greater stress (1) quality of output may
be lower (1).

Expansion of heavy industries (1) may have created pollution (1) reduce health/life
expectancy (1).

Non-renewable resources may have been depleted (1) reducing the opportunity to
achieve sustainable development (1).

Economic growth may not be sustainable (1) increase in supply may not match increase
in demand (1) causing inflation (1).

Economic growth achieved by exporting goods and services (1) economy producing
more investment goods at expense of consumer goods (1) resulting in fewer goods
available in domestic market (1).

either side of an argument, but separate
development as to how/why the outcome
may differ is to be rewarded.
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7(a) Identify the reward received by labour and the reward received by enterprise.
Labour = wages (1). Enterprise = profit (1).

7(b) Explain how inflation may affect borrowers and savers.
Borrowers may gain (1) if the inflation rate exceeds the interest rate/the real value of
what they repay may fall (1).
Savers may lose (1) if the inflation rate exceeds the interest rate/the real value of their
saving will fall (1).

7(c) Analyse why it is important to a government that inflation is measured accurately.

It is important to ensure a government/central bank follows the right policies (1). If, for
instance, a government overestimates inflation it may increase taxes (1) cut
government spending (1) raise interest rates (1) which may increase unemployment (1)
reduce economic growth (1).

Measures of inflation e.g. CPI/RPI (1) can be the basis of wage claims (1) and rises in
some state benefits/indexed linked state benefits (1).

Helps planning (1) may encourage investment (1).

© UCLES 2018 Page 18 of 19




2281/23 Cambridge O Level — Mark Scheme

PUBLISHED

October/November 2018

7(d)

Discuss whether or not an increase in investment would reduce a deficit on the
current account of the balance of payments.

Up to 5 marks for why it might:

May lower costs of production (1) make domestic products more internationally price
competitive / lower export prices (1) so increasing demand for exports (1).
Advanced technology / more efficient production (1) may increase the quality of
products produced (1) increase demand for domestically produced products (1)
reducing demand for imports (1).

Investment in labour (human capital) (1) can increase skills (1) raise productivity (1)
increase quality of products (1).

Investment abroad could increase primary income/income (1).

Up to 5 marks for why it might not:

The investment may go on imported capital goods (1) in the short run would increase
spending on imports (1).

The investment may be in products which are not in demand abroad (1) are not
substitutes for imports (1).

In the short run investment may increase total (aggregate) demand by more than total
(aggregate) supply (1) which may cause inflation (1) making domestic products less
internationally competitive (1).

Domestic products may become more competitive but net exports may not rise if offset
by another change (1) e.g. import restrictions/fall in income abroad / rise in exchange
rate (1).

Investment may not be big enough to make a difference (1).

Each point may be credited only once, on
either side of an argument, but separate
development as to how/why the outcome
may differ is to be rewarded.
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