wWJEC  WIJEC 2014 Online Exam Review

CBAC

GCE Economics EC4 1134-01

All Candidates' performance across questions

Question Title N Mean SD Max Mark FF Attempt %
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Sticky Note
Usually the question number

Sticky Note
The number of candidates attempting that question


Sticky Note
The mean score is calculated by adding up the individual candidate scores and dividing by the total number of candidates. If all candidates perform well on a particular item, the mean score will be close to the maximum mark. Conversely, if candidates as a whole perform poorly on the item there will be a large difference between the mean score and the maximum mark. A simple comparison of the mean marks will identify those items that contribute significantly to the overall performance of the candidates.
However, because the maximum mark may not be the same for each item, a comparison of the means provides only a partial indication of candidate performance. Equal means does not necessarily imply equal performance. For questions with different maximum marks, the facility factor should be used to compare performance.


Sticky Note
The standard deviation measures the spread of the data about the mean score. The larger the standard deviation is, the more dispersed (or less consistent) the candidate performances are for that item. An increase in the standard deviation points to increased diversity amongst candidates, or to a more discriminating paper, as the marks are more dispersed about the centre. By contrast a decrease in the standard deviation would suggest more homogeneity amongst the candidates, or a less discriminating paper, as candidate marks are more clustered about the centre.


Sticky Note
This is the maximum mark for a particular question


Sticky Note
The facility factor for an item expresses the mean mark as a percentage of the maximum mark (Max. Mark) and is a measure of the accessibility of the item. If the mean mark obtained by candidates is close to the maximum mark, the facility factor will be close to 100 per cent and the item would be considered to be very accessible. If on the other hand the mean mark is low when compared with the maximum score, the facility factor will be small and the item considered less accessible to candidates.


Sticky Note
For each item the table shows the number (N) and percentage of candidates who attempted the question. When comparing items on this measure it is important to consider the order in which the items appear on the paper. If the total time available for a paper is limited, there is the possibility of some candidates running out of time. This may result in those items towards the end of the paper having a deflated figure on this measure. If the time allocated to the paper is not considered to be a significant factor, a low percentage may indicate issues of accessibility. Where candidates have a choice of question the statistics evidence candidate preferences, but will also be influenced by the teaching policy within centres.
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2. British economy faces threat of lost decade

A week in which the UK’s high street looked to be on course for total collapse has raised fears
that we could now be in the middle of a long period of stagnation.

Figure 1 — GDP by sector

UK GDP and sector output 2008-2012
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Figure 2 — UK house prices
UK house prices 2008-12
% annual change
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Figure 3 — UK mortgage rates

UK average mortgage interest rate 2008-12
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Figure 4 — UK consumer spending

UK consumer spending 2008-12
% annual change
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There could be few better symbols of the fragile state of Britain’s recession-hit economy
than the news that with HMV and Blockbuster joining the dismal list of retailers forced into
administration, an extraordinary 1,400 shops on high streets up and down the county are now
at risk of closure within less than a month. Together with the boom in Internet sales, the chronic
weakness of consumer demand in Britain’s stagnant economy has been a key factor in driving
so many well-known names out of business.

If, as many City analysts expect, official figures reveal on Friday that the UK economy slipped
into reverse in the final quarter of 2012, Chancellor George Osborne will face fresh questions
about whether the UK is heading for its own “lost decade”.

David Kern, chief economist at the British Chambers of Commerce (BCC) which represents
many smaller firms, says he backs the Chancellor’s broad aim of tackling the deficit, but
believes spending in some key areas could be increased without him losing credibility. That
might mean, for example, improving the country’s infrastructure, such as transport, schools and
hospitals. Peter Spencer, of forecasting group the Ernst and Young Item Club, agrees: “If the
Government tries to create growth through spending on infrastructure — let’s say £15bn, financed
by borrowing — over time it would get it back in tax and reduced unemployment benefits.”

With little hope that Osborne will relax his grip on the finances, one area some economists
feel it is ready for a rethink is the role of the Bank of England in guiding the economy. Mark
Carney, the Canadian hired by Osborne to take over from Sir Mervyn King as Bank of England
Governor this summer, sparked excitement before Christmas when he suggested that it might
be time to drop the inflation-targeting regime that has evolved since the 1990s.

Carney suggested that when, as now, interest rates are near zero and growth is weak, it might
be right for central banks such as the Bank of England to take more radical action. It should be
announcing that it plans to keep interest rates low for a long time, at least until mid-2015.

If that should fail, he added, the inflation target could be dropped. At times when growth is
very low, a bit of inflation should be less of a concern than the impact on the economy of a
long period of stagnation. The Bank should be able to forget its concerns about inflation and
go all out to kick-start growth. Spencer at the Item Club backs a change of regime: “It's the
combination of inflation and growth that is important.”

© WJEC CBAC Ltd. (1134-01)
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However, even within its current target of keeping inflation close to 2%, the Bank has ignored
its target and allowed inflation to remain higher than the target rate, because, as King has
repeatedly argued, bringing it back down to 2% more rapidly would have led to an even deeper
recession and higher unemployment.

However Adam Posen, a former member of the Bank of England’s Monetary Policy Committee
(MPC) is cautious about dropping the inflation target, despite calling for the Bank to take more
aggressive action, such as lending directly to cash-starved businesses. He warns that ditching
the inflation target might immediately be seen by financial markets as a decision to let inflation
rise.

Instead of changing the monetary policy regime, Posen would like to see Chancellor Osborne
relax his grip on the nation’s purse strings and abandon his obsession with cutting the public
sector deficit. “When you’ve implemented a policy and it hasn’'t worked, it is time to change the

policy.”
A climbdown would be humiliating for a Chancellor who has pinned his reputation on continuing
austerity, but the weak recovery, which has seriously damaged the Treasury’s fiscal plans, has

already resulted in Osborne having to extend the planned period of austerity for three years
longer than he had hoped, to 2017-18.

Copyright Guardian News & Media Ltd 2013

(@) Using the data in Figure 1, explain how the output of different sectors of the economy
changed between 2008 and 2012. [8]

(b) Explain possible reasons for the changes shown in Figure 1. [8]

(c) Discuss the possible effects of the Bank of England “announcing that it plans to keep
interest rates low for a long time, at least until mid-2015” (line 26). [12]

(d) Discuss the argument that George Osborne should “relax his grip on the nation’s purse

strings and abandon his obsession with cutting the public sector deficit” (lines 42-43).
[12]

© WJEC CBAC Ltd.
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Sticky Note
Unlike most answers this does at least contain some calculation of percentages from the index numbers. Relevant trends are identified and a little more development would have attracted full marks. 
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Sticky Note
This answer addresses changes in the three sectors appropriately and contains good relevant explanation. As with (a) a little more development would have attracted full marks. 
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Sticky Note
This response starts very well but is never fully developed. The diagram is appropriate and explained in a relevant manner but there is limited range and depth of explanation. 
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Sticky Note
The candidate articulates some of the basic issues around public deficit reduction e.g. the burden on future generations, unemployment and international competitiveness. There is some limited evaluation but generally the response needed to be more detailed and more theoretically-based, for example with the use of appropriate diagrams.


Question Leave
Blank

number

2 @) 10 2008 Ak reecsion bud stk to bt A

o bt U 0§ P Ut a WOARGu A
A A W [l bfﬁ whopk 1Sg@ /- . Thy 1)
Ll 1o i‘AJ Mt we WA ARMAL 1A A

hotd bt K avuihiwpd . A4 Ky ’UMM
m&mtﬁ O\MOV\/} had AU ) oW W §4 ,{/u[’n
20~ alio thuuiinn ghot AT W) A Lk
WAV imﬁJ\ on e AN UV .-

| i/ ,M_WLLSJ_(’ l'mi\9 M(M?jld)\n w\}(f\M'
[ S\ @M& o!, b0 v L{Z .,L/onn
WOK — Tmo4 , Ay gl b becawse
e UL tiareny W) & Meonn  Miviy
§ LA wWhih ol il AL VL nd VMg
o e Vi upud e sl ol e
urA A on A8 (A vy Yy allsivd  (F
o pak LL () Juﬁf\\‘a@u(\ﬂm WA me
Moda  T00) -1o 7’ stpuin  oukpud hiint
dz:\,u_ﬁ%l.d AN ) ﬂ&bl- X0 b bhetpwe ol
b cdipn ged AYE juck dhat ggfhe
U b vy Wi AL 134
L Wy O~ st/uie setdor - Ope g

WA (e k(0N g I egwwxf\ W 2ol wWhigh 1]
m q@/# W an” ApA n gl (OWY
N \‘ﬁ LNl im0 ko J\tuu\ﬂ IU/E*
Mﬁ'{ AU yu} b e and sy M’W\buﬁf/\

&wow\pg Nk poid  Ehea Ada 't chaane
buy s W VoW paniiay A Mduy  1a

WA gt (oA \nd\u\lh? i) St o pireal
}NM Yo d - L0 vy

My b dwe 1o Uu/\/\. A e il

Wooun e bDDA}‘ \ﬁ_um Lol f\oLWw";\ e
YORVIUD 0 AHM«« Y il he \ViVa) to |
NU\M\H— YNNIV N\\/ 501&/{* N in Lo Cma-%'lﬂj




Question

Leave
number

Blank

nwroety  foe Al ndultyg wohe

L. \p) 1A Il,;jxw\t | dhie g8 @ MfgmthMM' redwniten
A (enskiachton  frogen  T08K - 7012 A 1o
ol ety fell by 1S7e Ay il
by Ay g TR a emunid o
Fo ,l}g! R At Doy fiw\« P |
‘Mmb s Qw\A (o prLL

.{'NM _(/" X\ \77’ _Thay

ROV LA L0 I AR/ S ' ¥ (A Y

ot B bl anat gy G
HoX  opriusdon  Wwher e 80 £s ol
Joo honoing. lhea ey o hewiny dteded B
UL qu\n Ak (h" ( 11/ 22004 Lﬁé&\\dﬂ
oull~ he  dp A w e (n Melbnaye

AXLet sk dodur b Y/ fim T 7003,

(85 W) o/ Ay ok NudL A hy W L)3 wasTrd (Ao

by gkt bgua b TiC - Ay et o

ju\/l WAAN__ o b waYiadien WU. Ut 4N

fhe vy el ph ghtly wm ooy,
whith  woud — he et In o MW (sn

buk l-ert94,-o4 oty Wil Gads  due b

UMDH(N\A} AN S [ STVICTY. e gFead \mlwhy

A | (A winple JUAL  Ahy i L1

o\ (1\(1 o Wil TV TSV e Vi
MaerAd  on frdan o wifh pwa ICYVE VY

fuda ) BAAY i,k.umj down YT ulwg ik

. WENATETS N EVAN Y I L VS ST VN /T Y N A VN | P )

QW.’\OW"% Al b (l&,{h 'ay xloj_f_d n l“ N zﬂif\g \n
\ !\d\mﬂto..




Question
number

: &) The  fonfc gl Epaland Wy ALpY  UMNE (ut U

W ok 0-S7 WLVl foe  booik  elonom
(({\)lo\,mﬂ/\ buy AMRLALAY AUy et and  wngy

(Y epling -

Lowtd  WAOUWY bl sk o

)\ /G\L _'ﬂ_uﬂﬂ. bJL

Eagnd hee Koot pujtad on ko Are ket

Ny a WwU  iadirely ke foo. Thy ta

hain Saeuld hudk  bugingicy  to ipvgdf

m Ay UIL (\\’m,ﬁ\n % 0l WL MM

W ek \n pevdiony MM
'f\"\\\‘j WilA Ll o priL A ﬂd{

Wy n AL b A, e

0§ bty will e dll ;

y W‘,\"\“‘Q L) LRIVEVE Pl A ——. ‘

WML Ao lpwas A "
ety Ml weni - Ay
by itk d o boo (+ | .

? yA -4 "s‘}c ‘ £ | - —
ok ok it grglh . whilye L ba i

{

I Chargllosr gl frenie u_\f CUAMLey e

l&%ul(_m no  Mnab L\L UJUWAM[]/ fy ff‘{/(k/r?

W nwlvial w:’\hﬂm‘u\ﬂ MTMJECE

Vowwe/  dha  has  ask  baupn AN g,
Wl o gl ) X g fd)

busm  lnth gy waumy deinied (a4 Britatn.
Bvn wi o\ undrab ke o thet g

WV\ WL I I\M)(\q JAWA Fire il g(/

ST VY. Lf\,_!k-, ol 1E “\LRL he jlv“:x[ tv

ip-u\/d\ un fﬂ_/\\f(\) Umfa i_mm)ngﬁ ‘ \/t}!u,/{’,/i-{fwr

Leave
Blank




Question
number

wath Wil hav A M‘{Hﬂr L hoairian AP e
A ading o tononis tﬁj_\mﬂa Thy (a7 4uro

J
honld  (refat ol iden . W hy)  pl) h Lo
wnatitd Ak ek Shewld bz iy

il b b gred  bwUnD  allovys
ﬂvr A%t )(\t \nn® A AN A (ANV( f. 'L(I,,-lxb’(\ )

(94\3\/\)\/\!\

A P off/ hand, Rigplay Loin Ahru b

(g Moo up wakl #9018 wld cwmi«ww

Nl T L{q@/» ), booib(ry  N/Uumyp bpen

ekt ol ullow)  vine KO A fugs
I e KWH' A\ A M@L W U e

fhort, wWM.hmou[ i YA bl

mmd(\q Al ”MV WAJD Thert w/\anj

Dover  WAlAGLY  WiN \akrU}b ake
| A ({L-t«,-HOAt Bud _ / ) AV

0 ()uu%k n -hwz L;/

publu Iyanding 1 (e

hii) wdiy b npare Qe Luanting .

lD The NMUtoa WA | Al A btﬁ A\ LA)MMW/L

n M buahury g bk o) e (bt

U\)U\)ujfmi’l\j k\U\L\ %vur\m&} J(?u\av}l'\m w L hs (4

’W‘L NIAY U\M/\" }/ (NCOMUE Lu[\'\u\\ff}. ks (L(\)f\q
owxas . Newy Thy g Lad by dbu/muf\[ h

e Al [umx fo  mWVL/  frn~ fhe

Mo jogrmisdhht Jx_m;\,«ummj..

Hllwu,[u 12 (M \LL flgﬂuﬂ MJ{ t\( U S beialine

npaik  sFoppuil ey Ty pallic Sty e
MJ( L WM MU}L% NVATIVES v, MLCuvey” A

l/'n’u‘ [ ;ﬂowl\ W\U‘-/\r' inma (A Wil v

Leave
Blank



Question
number

(AL i

e hilr (e Nere  ial d _\LL "

by  u~n A~

mnoney Anigank  AD (¢ Ut Gix-M)

Thiy  Liow\d acpuld Gpguimy ing

‘:\j,_!./j MUA

Spand vy .%'U( {/}(ﬁ\N\WU \!,/

b op Udvitien,

af T oby gt W4 erudd - D)

Flucibien  alyo
\{Y\_rfﬁﬁ'\tiﬂ\.{_ﬂij A

peodu ey by

A oMM hljlt'ﬂ. A uu%L MPV

WAL 9,4}" '

nuts oo i A mpliyed  ed (1) eemplegomal
hanidif) .

Qo Ay olrw fard, the  vaJon Olgoboiine

JAY (@A 4y e Kby IRk i

N
| he (W) L
W oare bilwly ko

Leave
Blank

(Aﬁ/fl})’ ) u\{j \ AT AL npe tead

M{NVIaY Ly Lipnof willa (1







Question Leave
number Blank

2. [0} in 1008 Abe recesion hod stuced to pd b
U e(onomu. Wim N T 2g0% - 200 A Aha
\hud btV 0 SaM\iCpad et (n oAk Alea
I A W qf@\\\:w\d .b\A M\\ou\,’r,\%@/ Thy 1)
Ll dwe 4o & Wu*fv\)’ \7( WAL 1 Ly
LUoAeMNS  ty (AN speadifg & dueepad
abo Vo <. TV M:;ML R iavpders fo
Y\u\nk by dA \(\\{L\HY\M\A' A4 hy Al \{M.{lmk
altin owtpd  had 4l ), /\/\,\t W $3 ,(/cfh
00 7 oo shuwine _thek AT W A Lk
N VN TASLYN AV ){'imm}/w\ 0N &Ood) aNA SV
t\,‘gwwv TS AYTH N W Y\ PN Y S Vo 79 (V) BV uMgM
ba b S ot /o} towsd b/ .,[//\)f\/\

K - o4 , 4h) L4 'Y Yo awse
Uiat WAL U’/\I\b{\)\/ W) b Mionn  Mviy
e g vt bl tmN\\p(A(b\/F(\(‘L eV iandy g
ol P VI ol G ab TSYANYY
Ued  Adon Ly (N e aMeivd b
b opek W oW Jmf\\W(rNﬂ/"\ W ke Qvual
MAA 1000 ~L0\1J )mmm /w‘mi hiir 't
‘u\nnr\md wah A \\ml o WL \ommuu 0|
X\mA dlpnl pad Ave, puik Ahat w*{h
U \\)x} I”(/W o) e MW)(“,/I I’\V‘tl-H,fA
R V) G G W (=9 7o teihor. Oipe M
waskinekon (g pyudt W Lol whidh 1)
A ek o AT VL Y LYV
YN \MU\/ LN W 1010 Lo \ nu\“\ (Q/"
Nz bl and v ibas A‘“(\A)Md/\
howien Wadwk oL fhip  dude 't \\W\;w
buy mugh W VoW paujiag (A Mduy 1
WA (oA Wiy, huy  Jium  op pi /]
Mt 1a w\mw’ mm Yl - by [/
f‘r\(v\w)r b duwe \JM/\A o taend il
\Y\ \A/\ e hoon VYT B VA%V S ,goux/u/j un

WSV - Al“\hm'«\n Y AW he M o ‘
N AR DRI W«/(‘“ n ool (rtekury




Question
number
[ g
MaWdbiaty o Aly a.r\dwl/f/g T =
Lolh) b Fguee 1 A s o seaihialE ctdnden

J X
1A\ sk iwghlon  frogon  LOOK - 7012 In 10#

howd  praty  feld by S/ Ay i ld/{dgx to

be  dM oy Ml n Qeand bor bouses

ko %\)/ athAte Dy ?Jm/\« D poiw | §
“\Q\MKM) A l[/b\M (o prll \ /
frop P kv Py Thy P‘»_-%K

ST L WY TV SV N V¥ () Y D ! N

h( &bv\or\’n}\ﬁ beanandd  whioh ! v p \))\
ity cahyeal A fudd |

N Toukguk oy oo K”/-\/ Q00 et
m Lo, iy \.jﬁ\s bulldyt  amp't  goina te

. ) . J /
SR IVAGEENTY LAYV, TN VY \YY AN (7 S S S A At

dyc \\w\w\@.‘ Whea — gricts of WA

L4 = e
fLL (Agu\/\ wk Al 0‘{ 206049 i
Lo u Y, doe A N ML (n M»/-%g “y e

artetsy todar by /e b T 7005,

[\M ) gy A “g\,rva(’W}Wer«. % b\\gv\m)/wzﬂw’r”m
VA iﬁogw%/{/bh \o(vwm )(okml,- Ay huuut [Au=

kj o : A
P/\/t WAULA_ S dd wamdea el Ut U
M v el g shghtly o ooy,

whith  would — he bl (n o N

but I-USJ}M’I (‘tlmhv‘b(/‘\ \:\%V bl dug Lo

U\CQOV(U\\\A} u\/\d {H\b\/ww \!\V‘C/*N\t/\‘#{. Wﬂ
W winole by dudl Ay wuli

el Eo o wekpel o) uoniues
herd on frdan o wdll gya \mﬁ N2

fuddn () HAAY ‘Lk’u\\!\b dolain N ulw ik

by o i) Galn vl laly  eafadenls ia fh VI

Luonopryy Lk Ao down  ypadfs
\‘{\i}\\k\“\/j\.

Leave
Blank


Sticky Note
This is a good attempt to explain trends with the use of topical examples (something which few candidates actually did).

Sticky Note
As with many answers to this question manipulation of the data is limited although at least some attempt is made. Again there is no real understanding of index numbers.
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Sticky Note
There are some good well-explained arguments and evaluation in this answer. The data is well-used and developed. With more theoretical development e.g. use of diagrammatic analysis this could have achieved full marks.
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Sticky Note
Some good arguments are outlined here but they are not fully developed and there is only limited evaluation of the statement. 
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Sticky Note
This illustrates the limitations of many responses to this question in that there is little attempt to manipulate the data by calculating percentage changes or comparing trends. The candidate takes the index numbers for granted and makes what are actually almost meaningless statements e.g. “construction output ……..a new low of 83 in 2009 Q1”. 
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Sticky Note
This explains the basic point that services are possibly less vulnerable to international competition than goods and does briefly explain the possible effect of recession on construction output. A little more development would have led to full marks.
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Sticky Note
This is a high-quality response, identifying a range of effects of maintaining low interest rates with good evaluation and an appropriate diagram. 
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Sticky Note
This answer identifies and develops a range of arguments which are well-developed and use appropriate theory. The diagrams are suitable if rather small and could have been used to illustrate the argument in more detail in order to achieve full marks. 


SECTION B

Answer one question from this section.

3. Discuss the view that a policy of significant cuts in the rates of all taxes is the best way to create
long-term growth. [20]
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Sticky Note
This answer could have benefited from a more appropriate introduction referring specifically to economic growth. It does however contain a good basic explanation of how tax cuts might affect macroeconomic variables, even if the references to ‘accelerator mechanism’ were not obviously relevant. With more diagrammatic analysis this answer would have been rewarded with higher marks. 
It is often useful for a candidate to ‘reflect the question’ by explaining the basic terms and concepts contained in it. This should help a candidate to focus upon answering the question directly.
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Sticky Note
This answer unfortunately starts with a poor definition of economic growth. The introductory diagram, however, is appropriate and well-explained. Surprisingly many candidates simply stated that lower taxes will increase consumption and investment. This answer explains why this might be so and gained appropriate credit. There is also some good explanation of the general effects of cutting direct and indirect taxes but limited understanding of the effects of particular taxes. 
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Sticky Note
This was generally a good answer but would have been closer to full marks with more specific illustrative examples and appropriate evaluation. 
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Sticky Note
This starts well, referring directly to the question of the link between tax cuts and economic growth. Unfortunately, however, the diagram is poorly drawn and inaccurate.  The candidate refers to different taxes albeit with limited development of how these affect growth. 
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Sticky Note
The answer proceeds to mentioning monetary policy as an alternative but fortunately does not stray away from the required focus on tax cuts and growth. There is mention of other policies for growth with some evaluation. Better diagrams and more thorough evaluation would have led to a higher mark. 
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. Mark Assessment
Question Answer allocation objective
2. (@) | Using the datain Figure 1, explain how the output of 8 AO14

different sectors of the economy changed between AO24

Level 1

Level 2

2008 and 2012.

Identification of different rates

e.g. services maintained output over period/
fell until 2009 and rose afterwards

industry and construction fell (approximately
13% and 18% respectively)

construction fell most. 1 -4 marks

Development using data
e.g. construction fluctuated most
Use of percentages e.g. industry and
construction fell
(approximately 13% and 18% respectively).
5 -8 marks
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Question

Answer

Mark
allocation

Assessment
objective

(b)

Explain possible reasons for the changes shown in

Figure 1.

Level 1

Level 2

Explanation of possible causes

e.g. falling house prices reduce construction
output and house-related industries e.g. white
goods, furniture, DIY consumers reducing
spending on durables may reduce industry
output

world recession likely to hit industry rather
than services

service employment supported by high
percentage of jobs being in public sector
manufacturing and construction more reactive
to changes in GDP/income. 1 -4 marks

Development using
figures/percentages/explaining effects of
economic variables e.g. income elasticity of
demand, wealth effect, multiplier effects on
different sectors. Effect of recession/growth.
5 -8 marks

8

AO14
AO2 4

(c)

Discuss the possible effects of the Bank of England

“announcing that it plans to keep interest rates low for

along time, at least until mid-2015”.

Level 1

Level 2

Explanation of possible advantages of
committing to low interest rates
beneficial for housing market and related
industries e.g. might encourage people and
firms to increase consumption and investment
might foster more optimistic expectations
may help to keep exchange rate
competitive/help to reduce trade deficit.
Theoretical development e.g. rising AD/AS.

1 -6 marks
Evaluation of policy may indicate lack of
commitment of controlling inflation
low interest rates may discourage saving
capital inflows may fall
exchange rate may fall and increase inflation
effect may be long-term
won’t work unless consumer and business
confidence strong/other factors may be more
relevant than interest rates. 7 - 12 marks

12

AO3 6
AO4 6
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Question | Answer Mark Assessment
allocation objective
(d) | Discuss the argument that George Osborne should 12 AO36
“relax his grip on the nation’s purse strings and AO4 6

Level 1

Level 2

abandon his obsession with cutting the public sector
deficit.”

Explanation of case for abandoning
concentration on public sector deficit

e.g. reducing quality of public services
causing job losses and higher social security
payments/lower tax revenue

reducing confidence

downward multiplier effects because of public
spending cuts

may lead to high interest rates

more important to create growth and
employment

lower provision of merit goods e.g. health
education may reduce LRAS

alternative is permanent stagnation

lower interest rates not working

could use supply-side policies. 1 -6 marks

Evaluation of abandoning “austerity”

e.g. may reduce confidence in the economy
possible inflationary effects

may discourage foreign investment/need to
maintain confidence of international financial
markets

possible effects on exchange rate

might make UK uncompetitive

higher Government spending may lead to
higher interest rates/crowing-out/bad effect on
housing market

GDP rising again after 2009 so policy must be
working. 7 —12 marks
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Section B

Question | Answer all(';/lcegtii(on Afj)?:sm/int
3. Discuss the view that a policy of significant cuts in the 20 AO14
rates of all taxes is the best way to create long-term AO2 4
growth. AO36
AO4 6

Definition of long-term growth e.g. increase in
LRAS/outward shift of PPC, distinction between growth
and recovery, descriptive explanation of effect of tax cuts.

Explanation of how tax cuts may affect growth using
appropriate theory e.g. AS/AD analysis

e.g. higher disposable income if personal taxes cut

tax cuts create incentives to effort/enterprise/investment
higher retained profits for investment if corporation taxes
reduced

higher potential profitability

cutting excise taxes will lower prices/inflation/create
negative externalities

e.g. higher alcohol and tobacco consumption

cutting customs duties may increase imports

will increase aggregate demand

creation of confidence.

May increase tax revenue/Laffer curve.

Evaluation

e.g. may have only short-term effects if AS is
unresponsive

depends upon level of output

possible inflationary effects

may increase imports/widen trade deficit

need for supply-side policies to accompany fiscal policy if
LRAS is to shift.

Other policies better (answers must focus mainly on tax
cuts).

Level 4 answers should refer to possible effects on other
macroeconomic variables/whether policy would work
e.g. inflation, imports, time-lags before policy takes effect.

© WJEC CBAC Ltd.

41






	2: 
	3: 


