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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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RECESSION TESTS RUSSIA’S RESILIENCE
Figure 1 Russian GDP Annual Growth Rate Figure 2 World price of oil
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(c) Discuss the view that consumers, workers and firms will always benefit if their country
adopts free trade policies. [10]
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RECESSION TESTS RUSSIA’S RESILIENCE
Figure 1 Russian GDP Annual Growth Rate Figure 2 World price of oil
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(c) Discuss the view that consumers, workers and firms will always benefit if their country
adopts free trade policies. [10]
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Figure 1 Russian GDP Annual Growth Rate Figure 2 World price of oil
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.

© WJEC CBAC Ltd. (2520U20-1)





25

30

35

40

45

50

55

3

Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(c) Discuss the view that consumers, workers and firms will always benefit if their country
adopts free trade policies. [10]
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Discuss the view that consumers, workers and firms will always benefit if their
Q.1(c) country adopts free trade policies [10]
Band AO1l AO3 AO4
3 marks 3 marks 4 marks
Candidate can identify the | Has relevant economic theory | Does the answer evaluative
benefits of free trade. been developed in order to the points already made and
make logical arguments in justify those evaluative points
favour of the view? with economic theory
3 marks 3 marks 3-4 marks
Candidate identifies at least | Good analysis of the possible | Candidate develops strong,
one benefit of free trade to benefits of free trade to each | logical economic arguments
each of the 3 economic of the 3 economic agents that help to counter-argue the
> agents mentioned in the mentioned in the question. views expressed in AO3.
question.
Analysis shows a clear Candidates in this band must
understanding of the benefits | attempt to consider at least 2
of free trade. of the 3 economic agents
specified.
1-2 marks 1-2 marks 1-2 marks
Candidate identifies benefits | Limited analysis of the Candidate only develops
of free trade to some (but possible benefits of free trade | limited economic arguments
not all) agents to some (but not all) agents. that help to counter-argue the
1 views expressed in AO3.
OR Analysis shows a superficial
understanding of the benefits | A response will be Band 1 if
Candidate demonstrates a of free trade. only 1 of the 3 agents
clear understanding of free specified are considered.
trade (1).
0 marks 0 marks
0 marks
No benefits of free trade Development is offered but it | Evaluation is offered but it is
0 identified. AND no is theoretically incorrect or theoretically incorrect or
understanding of free trade | unsatisfactorily developed. unsatisfactorily developed.
demonstrated.
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Indicative Content:

There is no requirement to refer/use the data in the answer, although candidates may wish
to. Candidates may make the following arguments:

Free trade

- Domestic firms have the opportunity to look beyond their borders for demand.
Therefore there is greater potential for sales, revenue and profit — which in turn leads
to greater economic growth and higher levels of employment. For example, Russia
biggest products — gas and oil — are sold in great volume to the EU indicating that
jobs in these industries are completely dependent on foreign trade.

- Free trade is normally desirable for consumers since it leads to lower prices
(provided that countries are specialising in the industries in which they have
comparative advantage).

- Free trade also improves the level of choice of goods and services within a country.
For example, Russian consumers would have had access to a large number of EU-
produced agricultural goods, which now they do not.

- Free trade allows firms to take advantage of economies of scale which ultimately can
increase competitiveness and protect employment.

- Candidates may point to the fact that, since the sanctions, Russia has been plunged
into recession indicating that much of their economy was dependent on trade with
foreign countries. Sanctions have led to a decrease in 25% of its entire exports
which indicates that firms will see lower levels of revenue and this, in turn, implies
that job losses may ensue.

However,

- Free trade is not necessary if there is a large enough domestic industry to satisfy the
demand of domestic consumers. For example, Russia is a big country and there
may well be enough domestic demand to satisfy domestic businesses.

- Often countries struggle to remain competitive when opened up to free trade. In
these instances, job losses and economic growth may be vulnerable and therefore
protectionism may be a suitable policy. In fact, workers may be better off (greater job
security) if their governments have a more protectionist stance.

- Domestic industries may be uncompetitive and have to close down — therefore
denying local consumers of their locally made produce.

- Free trade opens up the possibilities of Westernisation — a particular concern for
Russia.

- Free trade may mean that Government loses the ability to protect ‘strategic’ domestic
industries which may mean certain skilled jobs are under threat.

© WJEC CBAC Ltd. 4
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		GCE AS MARKING SCHEME

		INTRODUCTION

		- High levels of inflation mean that Russians now lack any sort of disposable cash after buying food and other basic items.  Therefore economics growth and unemployment levels are at stake unless inflation can be brought under control.

		- Due to high inflation levels, poverty levels are now at their highest in 10 years with almost every sixth person earning less than the minimum subsistence level.  This means that the budget deficit is in peril because poverty may lead to an increase...

		- In addition, if poverty persist then Government will collect less tax revenue from sales tax and therefore the budget deficit may get worse.

		- Russia’s economy has suffered incredibly due to huge falls in exports.  This is likely to continue if inflation is so high.  Russia needs to focus on lowering inflation so that they can become competitive in world markets again.

		Counter-arguments

		- The CBR seems confident that it can bring inflation under control with its use of monetary policy, therefore inflation should not be seen as such a large priority.

		- Currently, Russia is in recession and therefore economic growth should well be the main priority.  It can be achieved as well as low inflation targets if supply side policies are used.

		- The problem with the trade balance is that it is caused by the economic sanctions rather than being uncompetitive because of inflation.  In fact, Russia is very competitive in goods such as oil and therefore it should look to foster better trade rel...

		- With oil prices so low, Russia’s fiscal deficit is getting worse and this is leading to big cuts in Government spending which may have a greater impact on poverty than inflation.
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(c) Discuss the view that consumers, workers and firms will always benefit if their country
adopts free trade policies. [10]
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Sticky Note

There is a good explanation as how consumers benefit; namely that they can now access goods at higher prices (supported with a diagram) and that choice has increased [2].




Sticky Note

The student then considers firm from two points of view: a firm that can increase its export sales after increasing its market with a free trade agreement [2] but also a firm that cannot compete with cheap imports and therefore may have to close [AO4 - 2].  Both points are developed well.
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Sticky Note

The student  then goes on to consider workers.  S/he argues that workers in uncompetitive economies may see wages start to fall and job security becomes more of an issue [2].  Again, there is a good evaluation to say that, on the other hand, workers in competitive industries should see more stability in their income and greater availability of jobs [AO4 - 2]. Both points are developed well.




Sticky Note

This answer considers all 3 economic agents and provides a good level of evaluation.
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RECESSION TESTS RUSSIA’S RESILIENCE
Figure 1 Russian GDP Annual Growth Rate Figure 2 World price of oil
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015

' 16.9 Whilst the UK is facing falling prices
16.7 = 16.4 in the form of negative inflation, as a
16+ 15.8 156 | result of low oil prices, Russia’s inflation
5 153 =9 | levels have soared to 15.6% due to
. the falling exchange rate. As a result,
X 14 surveys have shown that Russian
2 consumer confidence is at a record
o low. 18% of Russians now lack any sort
S 121 1.4 of disposable income after buying food
s and other basic items. Poverty levels
[

10- are now at their highest in 10 years
with 1 in 6 people earning less than the
minimum subsistence level. The Central

9.1
8.3
S Bank of Russia believes, however, that
it can still reach its inflation target of 4%
ﬂ by 2017.

Oct 2014 Jan 2015 Apr 2015 Jul 2015

@

© WJEC CBAC Ltd. (2520U20-1) Turn over.

25200201

03





(c) Discuss the view that consumers, workers and firms will always benefit if their country
adopts free trade policies. [10]
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Sticky Note

Initially, there is a good explanation that costs of production will be lower after free trade.  It then develops this point well to link it to increasing profits [2]




Sticky Note

In the third paragraph, there is then a good evaluation of the impact on the firm – that actually they may struggle with the extra competition and may eventually go out of business [AO4 – 2].




Sticky Note

The second paragraph is a bit of mess.  At first, it is unclear whether this (lower prices) is an a advantageous point for workers or consumers.  The second sentence makes a large unsubstantiated assumption that income will stay constant and, by extension, real wages increases.  The student can score 1 [1] for a limited explanation here but does not move into a higher band.
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Sticky Note

The fourth paragraph is an extension of the third and links the problems that firms may face to problems that workers may face – namely rising unemployment and increased expenditure on JSA.  This just scrapes into Level 2 [AO4 - 2].




Sticky Note

There is no obvious reference to consumers throughout the answer.
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(c) Discuss the view that consumers, workers and firms will always benefit if their country
adopts free trade policies. [10]
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Sticky Note

There are good, well developed points throughout the answer and all economic agents are considered.




Sticky Note

The student explains that firms will have a bigger export market and that they can now access cheaper raw materials (supported by the idea that they no longer have to pay import tariffs and with a good example of Chinese steel) [2].  Later on, the student identifies that firms may struggle against low-cost competitors from abroad and uses a good example that primary product firms in particular maybe displaced by cheaper (foreign) alternatives [AO4 – 2]




Sticky Note

For workers, there was good explanation that job opportunities would increase as more firms can set-up due to a larger market and the demand for labour increasing [2].  The evaluation just about scrapes into the higher band because there is a statement about unemployment rising because firms need to cut costs in order to remain competitive.  This could have been improved with some discussion of likely wages – as in the first exemplar – but it is just enough [AO4 – 2].
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Sticky Note

For consumers, the student correctly explains that the level of choice increases and prices should come down (supported with the idea that price competition in the market has increased) [2].




Sticky Note

This answer considers all 3 economic agents and provides a good level of evaluation.
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(c) Discuss the view that consumers, workers and firms will always benefit if their country
adopts free trade policies. [10]
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(e) Discuss the likely effectiveness of Russia’s monetary policy in its attempt to support the
rouble. [8]
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RECESSION TESTS RUSSIA’S RESILIENCE
Figure 1 Russian GDP Annual Growth Rate Figure 2 World price of oil
— July 2012 to July 2015 — June 2014 to May 2015
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(e) Discuss the likely effectiveness of Russia’s monetary policy in its attempt to support the
rouble. [8]
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RECESSION TESTS RUSSIA’S RESILIENCE
Figure 1 Russian GDP Annual Growth Rate Figure 2 World price of oil
— July 2012 to July 2015 — June 2014 to May 2015
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(e) Discuss the likely effectiveness of Russia’s monetary policy in its attempt to support the
rouble. [8]
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Discuss the likely effectiveness of Russia’s monetary policy in its attempt to
Q.1 (e) support the rouble [8]
Band AO3 AO4
4 marks 4 marks
Has relevant economic theory been Does the answer evaluative the points
developed in order to make logical already made and justify those evaluative
arguments in favour of the points with economic theory
discussion?
3-4 marks 3-4 marks
Candidate fully develops two lines of Candidate successfully evaluates or
good analysis that argue of how provides two good counter-arguments to
monetary policy can appreciate the those points made in AO3. Candidate may
2 exchange rate. wish to use the data in his/her answers —
although this is not an absolute requirement
Economic theory is correct and well (it will clearly help in most cases!). Points
developed at every stage. are developed using good economic theory
and/or good use of the data.
1-2 marks 1-2 marks
Candidate only develops one line of Candidate only offers one good evaluative
argument of how monetary policy can | point to a point in AO3.
affect exchange rates.
OR
1 OR
Candidates offers two (or more) points but
Candidate offers two (or more) points | the economic theory is only partially correct
but the economic theory is only or candidate doesn’t quite develop the
partially correct or candidate doesn’t points in terms of exchange rates
quite develop the points in terms of satisfactorily.
exchange rates satisfactorily.
0 marks 0 marks
Candidate identifies that interest rates | No evaluation offered.
(or currency market intervention or
0 capital controls) are part of monetary | OR
policy but absolutely fails to develop
this point to link to exchange rate Evaluation is offered but the economic
satisfactorily. theory is incorrect, or is unsatisfactorily
developed in terms of exchange rates.
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Indicative Content:
Candidates may make the following arguments.
Will appreciate the ER.

NOTE: To develop two lines to argument, candidates must (by definition) offer more than
just an interest rate argument.

- Interest rates have been increased. Usually this would lead to ER appreciating since
the rate of return on savings is higher. Capital inflow increases and capital outflow
decreases. The CBR did this and so their policy was correct.

- The CBR decided not to implement capital controls. Capital controls would have
fixed the problems of capital flight and therefore kept the rouble artificially high.
Perhaps, therefore, the CBR made the wrong decision.

- Selling off foreign currency to buy domestic currency helps to prop up the exchange
rate by increasing demand and creating upwards pressure on the ‘price’ of roubles.
The CBR did this and so their policy was correct.

Possible evaluation

- However, consumer confidence is extremely low and therefore, despite the high
interest rates, consumers and businesses were still very keen to take their money out
of Russia. Therefore, interest rates were ineffective. Moreover, they are likely to
stifle the Russian economy and, in particular, future investment and productivity
meaning that Russia may become less competitive in the future.

- That said, capital controls often lead to reduced business confidence and political
unrest as well as being difficult to implement — especially in a country like Russia.
Therefore perhaps the CBR realised there was not much to gain there.

- However, looking at the data, selling foreign currency seems to have been ineffective
(again, maybe due to the lack of confidence and capital flight). In addition, the huge
volume of sales ($110bn worth of foreign reserves) is an incredibly large amount and
it leaves the CBR vulnerable in any future currency collapse. When foreign reserves
run out, Russia may well have to take a loan from IMF/WB which would not be
desirable.

Answer is reversible.

© WJEC CBAC Ltd. 8
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		GCE AS MARKING SCHEME

		INTRODUCTION

		- High levels of inflation mean that Russians now lack any sort of disposable cash after buying food and other basic items.  Therefore economics growth and unemployment levels are at stake unless inflation can be brought under control.

		- Due to high inflation levels, poverty levels are now at their highest in 10 years with almost every sixth person earning less than the minimum subsistence level.  This means that the budget deficit is in peril because poverty may lead to an increase...

		- In addition, if poverty persist then Government will collect less tax revenue from sales tax and therefore the budget deficit may get worse.

		- Russia’s economy has suffered incredibly due to huge falls in exports.  This is likely to continue if inflation is so high.  Russia needs to focus on lowering inflation so that they can become competitive in world markets again.

		Counter-arguments

		- The CBR seems confident that it can bring inflation under control with its use of monetary policy, therefore inflation should not be seen as such a large priority.

		- Currently, Russia is in recession and therefore economic growth should well be the main priority.  It can be achieved as well as low inflation targets if supply side policies are used.

		- The problem with the trade balance is that it is caused by the economic sanctions rather than being uncompetitive because of inflation.  In fact, Russia is very competitive in goods such as oil and therefore it should look to foster better trade rel...

		- With oil prices so low, Russia’s fiscal deficit is getting worse and this is leading to big cuts in Government spending which may have a greater impact on poverty than inflation.
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015

' 16.9 Whilst the UK is facing falling prices
16.7 = 16.4 in the form of negative inflation, as a
16+ 15.8 156 | result of low oil prices, Russia’s inflation
5 153 =9 | levels have soared to 15.6% due to
. the falling exchange rate. As a result,
X 14 surveys have shown that Russian
2 consumer confidence is at a record
o low. 18% of Russians now lack any sort
S 121 1.4 of disposable income after buying food
s and other basic items. Poverty levels
[

10- are now at their highest in 10 years
with 1 in 6 people earning less than the
minimum subsistence level. The Central

9.1
8.3
S Bank of Russia believes, however, that
it can still reach its inflation target of 4%
ﬂ by 2017.
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(e) Discuss the likely effectiveness of Russia’s monetary policy in its attempt to support the
rouble. [8]
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Sticky Note

The answer shows an excellent appreciation of how monetary policy can be used to support the exchange rate and it considers both interest rates and also central bank intervention.  There is good use of an exchange rate diagram which supports the argument(s) made and this receives full marks for AO3 [AO3 – 4].
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Sticky Note

The evaluation focusses mainly on the quote that “interest rates have been changed 6 times in the past” which indicates that monetary policy is not effective – directly tackling the answer at hand.  There is a nice piece also about how the economic crisis may be leading people to sell the Ruble despite high interest rates (i.e. supply shifts more than demand).  Given all of the evaluation is in context and that an attempt is made to qualify ‘how effective’ monetary policy is likely to be, this answer also scores full marks for AO4 [AO4-4].
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RECESSION TESTS RUSSIA’S RESILIENCE
Figure 1 Russian GDP Annual Growth Rate Figure 2 World price of oil
— July 2012 to July 2015 — June 2014 to May 2015
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015

' 16.9 Whilst the UK is facing falling prices
16.7 = 16.4 in the form of negative inflation, as a
16+ 15.8 156 | result of low oil prices, Russia’s inflation
5 153 =9 | levels have soared to 15.6% due to
. the falling exchange rate. As a result,
X 14 surveys have shown that Russian
2 consumer confidence is at a record
o low. 18% of Russians now lack any sort
S 121 1.4 of disposable income after buying food
s and other basic items. Poverty levels
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10- are now at their highest in 10 years
with 1 in 6 people earning less than the
minimum subsistence level. The Central
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S Bank of Russia believes, however, that
it can still reach its inflation target of 4%
ﬂ by 2017.
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(e) Discuss the likely effectiveness of Russia’s monetary policy in its attempt to support the
rouble. [8]
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Sticky Note

It is not until fairly late on in the answer that the student begins to show an awareness of the question and, in particular, the focus on exchange rates.  Until s/he mentions “capital outflow” half way through the answer, the answer has yet to be credited with any marks.  There is then an incorrect linkage of the QE process and buying up foreign reserves.  In short, the Band 1 criteria only is satisfied (“Student offers two (or more) points but the economic theory is only partially correct or student doesn’t quite develop the points in terms of Exchange Rates satisfactorily”).  AO3-2.




Sticky Note

The evaluation is brief and only really superficial.  There is a good range of points being made (3 in total!) but little depth.  For example, “the interest rate may not be enough to encourage people to save their money”. This sort of response falls into the ‘throwaway evaluation bracket’.  The candidate would have done far better to say how high the interest rate is (17% no less!) and look at the context of the data to say why this wouldn’t be enough to increase demand for Rubles (with a digram perhaps).  AO4-2.
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RECESSION TESTS RUSSIA’S RESILIENCE
Figure 1 Russian GDP Annual Growth Rate Figure 2 World price of oil
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(e) Discuss the likely effectiveness of Russia’s monetary policy in its attempt to support the
rouble. [8]
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Sticky Note

This answer scores 0.






2AS

an”

¥ \\w\

\1/ ‘}mj‘ :‘*\/1(

-

O AD

{
E L L _AD,

& ¢ DP

b wedd  drocore AD bu Cort)urnd

naudd /ﬁM/ Los  aad = Sewe more .

hoes pile (A _pglre perren’ [léds af

(L /[/\G/a/ d _Noane frch - {ﬂ(&u Ve

Oc/h . /1 Jd Sl ecen ,V"‘z/ 7., é(/w{/ororm
e [oe” A nwav sk éow¢h¢7¢1m

(,/t/'t':/—/d LEAS (he gpozre Lo el A (Do

. V4
"77/)1/) Al A e / .Y ﬁ//// LT~

N Puagr i da,,n ﬂvt@/) -A/—*f; »—7:/

[,00{/‘( J /\7////~CAO/‘\ ,

/ﬂ/, ///,«.// s L2 [(Pe \/e/%% /

ey s /w o)  Geogle g~ Lerie

e A / ;
1 Heowewa~ c’w//,“/zé/w le th oo A2us

CAhote {4 mm/(/cz/c A/szutl y R (N

D¢ o 0l pli cvs (L2 qaae o

A /WM 1 cda Ci/%’l/’ 9 L[u(/(
M tretn 7015, ~

7t/ /a/{,ZQ/ b DPecawe lhe prbal

47/1/0)044&% %// At Corred cop (Mo~

/b/m/w /\-&QL//MM £r ‘/(_OM oA

lhe Mot |l oden  gedectg o //u//A “

/A 4/64//)"/(-/‘/‘/{ /\”O fiaLLLQ-LLQ/ L/Lc/réma

i

9\'\}-’1! \/
mL»» S
_ .;1 o )
G

dewllry 4 Mwm’ //m N A

Qle: 0






J0  in Ll minmer [Au O/ZLWMKF

veer ond [ outiea & codrel

/‘,L/UCQ%JL f ol . Hoere i d




Sticky Note

The candidates show a decent understanding of the transmission mechanism and how interest rates can be used to control inflation.  Unfortunately, the question concerns the use of monetary policy (not just interest rates) to support the exchange rate.  This answer does not satisfy any criteria on the mark scheme and scores 0.
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RECESSION TESTS RUSSIA’S RESILIENCE
Figure 1 Russian GDP Annual Growth Rate Figure 2 World price of oil
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Russia is one of the world’s largest exporters of oil and natural gas. Since 2014, however, the
country has been in economic crisis and in early 2015 it was plunged into recession. There are
two maijor reasons for this recession:
1 — The fall in the world price of oil in 2014.
The world price of oil fell dramatically between June 2014 and January 2015. The causes of this
price crash were falling demand for oil across the world as well as increased oil production in the
United States. This fall in oil prices hit Russia hard as half of the Russian Government’s revenue
comes from its sale of oil and gas. If the price of oil had remained stable at $100 per barrel
throughout 2014 the government may well have balanced its budget that year — however, due to
the price crash, they were left with a significant budget deficit. The government announced there
would have to be spending cuts of 10-15% in order to reduce the deficit.
2 — Economic sanctions.
Russia’s military intervention in Ukraine, which began in 2014, has had a huge economic impact
as well. In September of that year, a number of governments from other countries (including the
UK) agreed to impose economic sanctions against Russia.
The sanctions included trade barriers such as:
e A full embargo on the trade of weapons and other technologies
e Large restrictions on exports to Russia of high-tech goods and energy sector services
Economic problems: Trade.

20

As a member of the World Trade Organisation, Russia is committed to the principles of free
trade. However, the introduction of trade barriers means that free trade is not a realistic option
at the moment. Prior to the trade barriers, EU countries imported approximately 80% of Russia’s
oil exports, and about 75% of its natural gas. The imposition of the trade barriers led to a fall of
25% in Russia’s total exports between summer 2014 and summer 2015.
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Russia has since responded with its own retaliatory trade barriers. For example, it imposed a
year-long ban on the importing of certain agricultural goods from the EU; EU agricultural exports
to Russia had previously been worth €11.8bn.

Economic problems: Decline of the rouble.

Both the fall in the price of oil and the introduction of trade barriers has led to a dramatic fall
in confidence in the Russian economy and high levels of capital outflows. Businesses and
individuals have been quick to sell off their assets at home and store money abroad — sometimes
even buying property in the UK. The effect has been a near collapse of the Russian currency —
the rouble (see Fig 3).

Figure 3 Exchange Rates: pounds per 1 rouble — 5 year history
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The Central Bank of Russia has fought continually to try and support the currency by using
monetary policy. In December 2014, the Central Bank increased interest rates from 10.5% to
17% — it was the sixth increase in interest rates that year. In addition, it was reported that the
Central Bank had spent $110bn of their country’s foreign currency reserves in buying roubles on
currency markets. Perhaps a little surprisingly, however, it resisted the move to control outflows.

Economic problems: Inflation.

Figure 4 Russian Inflation Rates — August 2014 to July 2015
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(e) Discuss the likely effectiveness of Russia’s monetary policy in its attempt to support the
rouble. [8]










WALES BOTTOM OF THE UK’S WEALTH TABLE

Wales saw strong growth in Gross Value Added (GVA) in 2013 but still remains the UK’s poorest
performing nation.

Gross Value Added (GVA) is used in the estimation of GDP
and should be used as an approximation for GDP.

Figure 1

The Welsh economy: Facts and figures.

North East
North West

The latest figures from the Office for National

Statistics (ONS) showed GVA per person
in Wales growing by 3.4% between 2012

and 2013. It was a significantly faster rate
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The Welsh economy: Opinions.
A Welsh government spokesperson said: “These figures are great news. Since devolution in
151999, which created the Welsh Assembly Government, household income in Wales has risen
faster than the UK average; employment in Wales has significantly outperformed the UK (see
Figure 2); exports have doubled and inward investment into Wales is now at a record level. The
figures clearly show that our long-term economic plan is working for Wales.
The Welsh government’s long-term economic plan is based on investing in skills, innovation and
20

infrastructure to make Wales a better place to do business and targeting business support to key
sectors.”

Figure 2 % change in unemployment

— December 2014 to February 2015

Figure 3 Unemployment (%)

— December 2014 to February 2015
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Conservative Shadow Assembly Minister for Business, Wiliam Graham argued: “While we
welcome improvement wholeheartedly, this 3.4% increase in GVA is coming from an extremely
low base and so the high percentage rise should be fully expected”. Professor Karel Williams,
of Manchester Business School agreed, saying that devolution has been “something of a non-
event” in economic terms with Wales relying on growth from a multiplier process from a booming
south east of England. He believes that Wales has been lacking in imaginative policy ideas and
needs to experiment.

The Welsh economy: The future?

Concerns have also been voiced over the prospect that an increase in interest rates by the Bank
of England in the near future may be inappropriate for Wales, damaging the economic recovery
claimed by the Welsh government.

According to Professor Gerry Holtham of the Institute of Welsh Affairs (IWA), Wales needs to
grow significantly faster than it has done in the past to have any chance of closing the GVA
gap with the rest of the UK. He added: “Do we want to pursue small traditional policies that will
change our situation only very gradually? Or are we ready to venture something bolder with no
certainty of success but some hope of making a faster change in Wales’ economy?”

IWA Director Lee Waters said: “There was a need for borrowing by the Welsh government to
invest in large capital projects like the South Wales Metro, high speed broadband and making
Wales self-sufficient in renewable energy with projects such as the proposed £1bn tidal lagoon
project in Swansea Bay”. Critics of these projects, however, have argued that they are centred in
South Wales and will do little to improve the imbalances within the Welsh economy such as the
wage differentials shown in Figure 4.

Figure 4 Average gross weekly wages per person (£)
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WALES BOTTOM OF THE UK’S WEALTH TABLE

Wales saw strong growth in Gross Value Added (GVA) in 2013 but still remains the UK’s poorest
performing nation.

Gross Value Added (GVA) is used in the estimation of GDP
and should be used as an approximation for GDP.

Figure 1

The Welsh economy: Facts and figures.
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The Welsh economy: Opinions.
A Welsh government spokesperson said: “These figures are great news. Since devolution in
151999, which created the Welsh Assembly Government, household income in Wales has risen
faster than the UK average; employment in Wales has significantly outperformed the UK (see
Figure 2); exports have doubled and inward investment into Wales is now at a record level. The
figures clearly show that our long-term economic plan is working for Wales.
The Welsh government’s long-term economic plan is based on investing in skills, innovation and
20

infrastructure to make Wales a better place to do business and targeting business support to key
sectors.”

Figure 2 % change in unemployment

— December 2014 to February 2015

Figure 3 Unemployment (%)
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Conservative Shadow Assembly Minister for Business, Wiliam Graham argued: “While we
welcome improvement wholeheartedly, this 3.4% increase in GVA is coming from an extremely
low base and so the high percentage rise should be fully expected”. Professor Karel Williams,
of Manchester Business School agreed, saying that devolution has been “something of a non-
event” in economic terms with Wales relying on growth from a multiplier process from a booming
south east of England. He believes that Wales has been lacking in imaginative policy ideas and
needs to experiment.

The Welsh economy: The future?

Concerns have also been voiced over the prospect that an increase in interest rates by the Bank
of England in the near future may be inappropriate for Wales, damaging the economic recovery
claimed by the Welsh government.

According to Professor Gerry Holtham of the Institute of Welsh Affairs (IWA), Wales needs to
grow significantly faster than it has done in the past to have any chance of closing the GVA
gap with the rest of the UK. He added: “Do we want to pursue small traditional policies that will
change our situation only very gradually? Or are we ready to venture something bolder with no
certainty of success but some hope of making a faster change in Wales’ economy?”

IWA Director Lee Waters said: “There was a need for borrowing by the Welsh government to
invest in large capital projects like the South Wales Metro, high speed broadband and making
Wales self-sufficient in renewable energy with projects such as the proposed £1bn tidal lagoon
project in Swansea Bay”. Critics of these projects, however, have argued that they are centred in
South Wales and will do little to improve the imbalances within the Welsh economy such as the
wage differentials shown in Figure 4.

Figure 4 Average gross weekly wages per person (£)
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WALES BOTTOM OF THE UK’S WEALTH TABLE

Wales saw strong growth in Gross Value Added (GVA) in 2013 but still remains the UK’s poorest
performing nation.

Gross Value Added (GVA) is used in the estimation of GDP
and should be used as an approximation for GDP.

Figure 1

The Welsh economy: Facts and figures.
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The Welsh economy: Opinions.
A Welsh government spokesperson said: “These figures are great news. Since devolution in
151999, which created the Welsh Assembly Government, household income in Wales has risen
faster than the UK average; employment in Wales has significantly outperformed the UK (see
Figure 2); exports have doubled and inward investment into Wales is now at a record level. The
figures clearly show that our long-term economic plan is working for Wales.
The Welsh government’s long-term economic plan is based on investing in skills, innovation and
20

infrastructure to make Wales a better place to do business and targeting business support to key
sectors.”

Figure 2 % change in unemployment

— December 2014 to February 2015

Figure 3 Unemployment (%)

— December 2014 to February 2015
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Conservative Shadow Assembly Minister for Business, Wiliam Graham argued: “While we
welcome improvement wholeheartedly, this 3.4% increase in GVA is coming from an extremely
low base and so the high percentage rise should be fully expected”. Professor Karel Williams,
of Manchester Business School agreed, saying that devolution has been “something of a non-
event” in economic terms with Wales relying on growth from a multiplier process from a booming
south east of England. He believes that Wales has been lacking in imaginative policy ideas and
needs to experiment.

The Welsh economy: The future?

Concerns have also been voiced over the prospect that an increase in interest rates by the Bank
of England in the near future may be inappropriate for Wales, damaging the economic recovery
claimed by the Welsh government.

According to Professor Gerry Holtham of the Institute of Welsh Affairs (IWA), Wales needs to
grow significantly faster than it has done in the past to have any chance of closing the GVA
gap with the rest of the UK. He added: “Do we want to pursue small traditional policies that will
change our situation only very gradually? Or are we ready to venture something bolder with no
certainty of success but some hope of making a faster change in Wales’ economy?”

IWA Director Lee Waters said: “There was a need for borrowing by the Welsh government to
invest in large capital projects like the South Wales Metro, high speed broadband and making
Wales self-sufficient in renewable energy with projects such as the proposed £1bn tidal lagoon
project in Swansea Bay”. Critics of these projects, however, have argued that they are centred in
South Wales and will do little to improve the imbalances within the Welsh economy such as the
wage differentials shown in Figure 4.

Figure 4 Average gross weekly wages per person (£)
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Q.2 Evaluate the Welsh government’s claim that its long-term economic plan has
(e) been a success. [10]
Band AO2 AO3 AO4
2 marks 4 marks 4 marks
2 marks 3-4 marks 3-4 marks
Answer is well- A good analysis that fully Candidate successfully
contextualized, develops at least two lines of evaluates or provides two
making full and argument to explain the ways in | good counter-arguments to
effective use of the | which the Welsh economy has those points made in AO3.
data on both sides | performed well, (explaining the
2 of the debate. ways in which performance has
been ‘successful’, not simply
identifying good features!).
Candidate must make a clear
link between policy and
outcomes.
1 mark 1-2 marks 1-2 marks
Limited use of the | Only one point offered — which Only one point offered — which
data. demonstrates good analysis. demonstrates good evaluation.
Answer makes OR OR
some use of the
1 data, but only on Several points which are only of | Several points which are only
one side of the limited analysis. of limited evaluation.
case, or points are
applied to the case
but are not central
to economics
success.
0 marks 0 marks 0 marks
Answer simply lifts | Identification of points without Identification of points without
the data without analysis or incorrect analysis. analysis or incorrect analysis.
0 building an

argument around it.

Simply repeating the data
without explaining.

Simply repeating the data
without explaining.

Evaluation is only superficial.
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Indicative content:

GVA/head is rising rapidly and the gap with England is closing. This may well be
linked to the WA's attempts to target key sectors, encourage innovation and so on.
Welsh exports have doubled since devolution, which again could be ascribed to
Welsh government policies. This will have contributed to the rapid increase in
GVA/head.

Welsh government also claims success in attracting inward investment. It is possible
that this inward investment (at record levels) has come about as a result of the
government’s focus on supporting key sectors and building skills and infrastructure.
Unemployment is decreasing faster than any other area in the UK. This is likely
down to the investment in skills and innovation but also the focus on encouraging
inward investment.

Possible Evaluation
NOTE: Can be argued from either of the following two ways:

1. The idea that there has not been economic success.

2. Any success that there has been has not been due to the Welsh government’s economic

plan.

The GVA performance is still a long way below England — hence economic success
is at best relative.

Unemployment is well above the UK average.

According to Karel Williams, much of the growth in GVA has come from links to the
fast-growing South of England and is nothing to do with the Welsh government.
According to William Graham, the improvements are more to do with policies in
Westminster than anything the WA has done.

Some of the improvement must simply be to do with global economic recovery, rather
than anything to do with devolution.

Even if there has been success, the government has been criticized for its lack of
ambition and that the policies are leading only to marginal improvement.

© WJEC CBAC Ltd. 14
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		INTRODUCTION

		- High levels of inflation mean that Russians now lack any sort of disposable cash after buying food and other basic items.  Therefore economics growth and unemployment levels are at stake unless inflation can be brought under control.

		- Due to high inflation levels, poverty levels are now at their highest in 10 years with almost every sixth person earning less than the minimum subsistence level.  This means that the budget deficit is in peril because poverty may lead to an increase...

		- In addition, if poverty persist then Government will collect less tax revenue from sales tax and therefore the budget deficit may get worse.

		- Russia’s economy has suffered incredibly due to huge falls in exports.  This is likely to continue if inflation is so high.  Russia needs to focus on lowering inflation so that they can become competitive in world markets again.

		Counter-arguments

		- The CBR seems confident that it can bring inflation under control with its use of monetary policy, therefore inflation should not be seen as such a large priority.

		- Currently, Russia is in recession and therefore economic growth should well be the main priority.  It can be achieved as well as low inflation targets if supply side policies are used.

		- The problem with the trade balance is that it is caused by the economic sanctions rather than being uncompetitive because of inflation.  In fact, Russia is very competitive in goods such as oil and therefore it should look to foster better trade rel...

		- With oil prices so low, Russia’s fiscal deficit is getting worse and this is leading to big cuts in Government spending which may have a greater impact on poverty than inflation.












WALES BOTTOM OF THE UK’S WEALTH TABLE

Wales saw strong growth in Gross Value Added (GVA) in 2013 but still remains the UK’s poorest
performing nation.

Gross Value Added (GVA) is used in the estimation of GDP
and should be used as an approximation for GDP.
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The Welsh economy: Facts and figures.
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The Welsh economy: Opinions.
A Welsh government spokesperson said: “These figures are great news. Since devolution in
151999, which created the Welsh Assembly Government, household income in Wales has risen
faster than the UK average; employment in Wales has significantly outperformed the UK (see
Figure 2); exports have doubled and inward investment into Wales is now at a record level. The
figures clearly show that our long-term economic plan is working for Wales.
The Welsh government’s long-term economic plan is based on investing in skills, innovation and
20

infrastructure to make Wales a better place to do business and targeting business support to key
sectors.”

Figure 2 % change in unemployment

— December 2014 to February 2015

Figure 3 Unemployment (%)

— December 2014 to February 2015
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Conservative Shadow Assembly Minister for Business, Wiliam Graham argued: “While we
welcome improvement wholeheartedly, this 3.4% increase in GVA is coming from an extremely
low base and so the high percentage rise should be fully expected”. Professor Karel Williams,
of Manchester Business School agreed, saying that devolution has been “something of a non-
event” in economic terms with Wales relying on growth from a multiplier process from a booming
south east of England. He believes that Wales has been lacking in imaginative policy ideas and
needs to experiment.

The Welsh economy: The future?

Concerns have also been voiced over the prospect that an increase in interest rates by the Bank
of England in the near future may be inappropriate for Wales, damaging the economic recovery
claimed by the Welsh government.

According to Professor Gerry Holtham of the Institute of Welsh Affairs (IWA), Wales needs to
grow significantly faster than it has done in the past to have any chance of closing the GVA
gap with the rest of the UK. He added: “Do we want to pursue small traditional policies that will
change our situation only very gradually? Or are we ready to venture something bolder with no
certainty of success but some hope of making a faster change in Wales’ economy?”

IWA Director Lee Waters said: “There was a need for borrowing by the Welsh government to
invest in large capital projects like the South Wales Metro, high speed broadband and making
Wales self-sufficient in renewable energy with projects such as the proposed £1bn tidal lagoon
project in Swansea Bay”. Critics of these projects, however, have argued that they are centred in
South Wales and will do little to improve the imbalances within the Welsh economy such as the
wage differentials shown in Figure 4.

Figure 4 Average gross weekly wages per person (£)
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Sticky Note

AO2 -1:  The answer is heavily contextualised but the use of data to support points could have been improved.  Whilst there is reference to a couple of statistics, actually using the numbers for specific points would have been better.









Sticky Note

AO3 – 4:  The student correctly identifies the economic plan and then centres his/her argument around those specific policies.  The linkages between the policy and the macroeconomic indicator is developed and, in so doing, it is ‘tight to the question’ i.e. continually referencing back to the long-term plan in the title.




Sticky Note

AO4 – 3:  The evaluation is strong because it attempts to ‘size’ the success.  There is a good understanding of the data but also that the success is greater in some areas than others and that it should be compared with other areas of the UK.  There is an attempt to develop a chain of argument that the success may be dependent on other factors (or, more prevalent in other areas at least) but it is not enough for the full complement of AO4 marks.
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Wales saw strong growth in Gross Value Added (GVA) in 2013 but still remains the UK’s poorest
performing nation.

Gross Value Added (GVA) is used in the estimation of GDP
and should be used as an approximation for GDP.
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The Welsh economy: Facts and figures.
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The Welsh economy: Opinions.
A Welsh government spokesperson said: “These figures are great news. Since devolution in
151999, which created the Welsh Assembly Government, household income in Wales has risen
faster than the UK average; employment in Wales has significantly outperformed the UK (see
Figure 2); exports have doubled and inward investment into Wales is now at a record level. The
figures clearly show that our long-term economic plan is working for Wales.
The Welsh government’s long-term economic plan is based on investing in skills, innovation and
20

infrastructure to make Wales a better place to do business and targeting business support to key
sectors.”

Figure 2 % change in unemployment
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Conservative Shadow Assembly Minister for Business, Wiliam Graham argued: “While we
welcome improvement wholeheartedly, this 3.4% increase in GVA is coming from an extremely
low base and so the high percentage rise should be fully expected”. Professor Karel Williams,
of Manchester Business School agreed, saying that devolution has been “something of a non-
event” in economic terms with Wales relying on growth from a multiplier process from a booming
south east of England. He believes that Wales has been lacking in imaginative policy ideas and
needs to experiment.

The Welsh economy: The future?

Concerns have also been voiced over the prospect that an increase in interest rates by the Bank
of England in the near future may be inappropriate for Wales, damaging the economic recovery
claimed by the Welsh government.

According to Professor Gerry Holtham of the Institute of Welsh Affairs (IWA), Wales needs to
grow significantly faster than it has done in the past to have any chance of closing the GVA
gap with the rest of the UK. He added: “Do we want to pursue small traditional policies that will
change our situation only very gradually? Or are we ready to venture something bolder with no
certainty of success but some hope of making a faster change in Wales’ economy?”

IWA Director Lee Waters said: “There was a need for borrowing by the Welsh government to
invest in large capital projects like the South Wales Metro, high speed broadband and making
Wales self-sufficient in renewable energy with projects such as the proposed £1bn tidal lagoon
project in Swansea Bay”. Critics of these projects, however, have argued that they are centred in
South Wales and will do little to improve the imbalances within the Welsh economy such as the
wage differentials shown in Figure 4.

Figure 4 Average gross weekly wages per person (£)
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(e) Evaluate the Welsh government’s claim that its long-term economic plan has been a
success. [10]
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Sticky Note

AO2 – 2: There is a great deal of reference to the data and almost all points are supported with well-developed references from the data.




Sticky Note

AO3 – 3:  This was a well-developed answer, which picked on up the rapid increase in GVA, the strong export performance and success in attracting inward investment.  Its explanation of why this is beneficial is, however, limited, and apart from a throwaway link “infrastructure” it is not really linked back to the Welsh government’s long-term economic plan.  There is a reference to “capital investment” but only to make an odd evaluative point about opportunity cost later.
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Sticky Note

AO4 – 2: The evaluative is brief and focuses only on the unemployment and GVA statistics, which goes someway to proving that the plan has not been a success but certainly not at a Band 2 level.











WALES BOTTOM OF THE UK’S WEALTH TABLE

Wales saw strong growth in Gross Value Added (GVA) in 2013 but still remains the UK’s poorest
performing nation.

Gross Value Added (GVA) is used in the estimation of GDP
and should be used as an approximation for GDP.
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The Welsh economy: Facts and figures.
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The Welsh economy: Opinions.
A Welsh government spokesperson said: “These figures are great news. Since devolution in
151999, which created the Welsh Assembly Government, household income in Wales has risen
faster than the UK average; employment in Wales has significantly outperformed the UK (see
Figure 2); exports have doubled and inward investment into Wales is now at a record level. The
figures clearly show that our long-term economic plan is working for Wales.
The Welsh government’s long-term economic plan is based on investing in skills, innovation and
20

infrastructure to make Wales a better place to do business and targeting business support to key
sectors.”

Figure 2 % change in unemployment

— December 2014 to February 2015

Figure 3 Unemployment (%)
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Conservative Shadow Assembly Minister for Business, Wiliam Graham argued: “While we
welcome improvement wholeheartedly, this 3.4% increase in GVA is coming from an extremely
low base and so the high percentage rise should be fully expected”. Professor Karel Williams,
of Manchester Business School agreed, saying that devolution has been “something of a non-
event” in economic terms with Wales relying on growth from a multiplier process from a booming
south east of England. He believes that Wales has been lacking in imaginative policy ideas and
needs to experiment.

The Welsh economy: The future?

Concerns have also been voiced over the prospect that an increase in interest rates by the Bank
of England in the near future may be inappropriate for Wales, damaging the economic recovery
claimed by the Welsh government.

According to Professor Gerry Holtham of the Institute of Welsh Affairs (IWA), Wales needs to
grow significantly faster than it has done in the past to have any chance of closing the GVA
gap with the rest of the UK. He added: “Do we want to pursue small traditional policies that will
change our situation only very gradually? Or are we ready to venture something bolder with no
certainty of success but some hope of making a faster change in Wales’ economy?”

IWA Director Lee Waters said: “There was a need for borrowing by the Welsh government to
invest in large capital projects like the South Wales Metro, high speed broadband and making
Wales self-sufficient in renewable energy with projects such as the proposed £1bn tidal lagoon
project in Swansea Bay”. Critics of these projects, however, have argued that they are centred in
South Wales and will do little to improve the imbalances within the Welsh economy such as the
wage differentials shown in Figure 4.

Figure 4 Average gross weekly wages per person (£)
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success. [10]
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Sticky Note

AO2 – 2: The answer is heavily-contextualised and almost every sentence uses the data in some way to try and make a point.




Sticky Note

AO3 – 1:  The answer attempts to explains ways in which the Welsh economy has performed well since devolution, but there is almost no link back to what the Welsh government claims to have done.  This is a very limited AO3 section.




Sticky Note

AO4 – 1:  Again, the answer attempts to make an evaluation through the use of data but the data itself doesn’t say anything and more work is required to link the data back to the ‘long-term economic success’ and why it cannot be deemed a success or otherwise.  There is a throwaway evaluation about the biased statistics and problems with only using percentages but this is not developed in a satisfactory way and is not credited.











WALES BOTTOM OF THE UK’S WEALTH TABLE

Wales saw strong growth in Gross Value Added (GVA) in 2013 but still remains the UK’s poorest
performing nation.

Gross Value Added (GVA) is used in the estimation of GDP
and should be used as an approximation for GDP.
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The Welsh economy: Opinions.
A Welsh government spokesperson said: “These figures are great news. Since devolution in
151999, which created the Welsh Assembly Government, household income in Wales has risen
faster than the UK average; employment in Wales has significantly outperformed the UK (see
Figure 2); exports have doubled and inward investment into Wales is now at a record level. The
figures clearly show that our long-term economic plan is working for Wales.
The Welsh government’s long-term economic plan is based on investing in skills, innovation and
20

infrastructure to make Wales a better place to do business and targeting business support to key
sectors.”

Figure 2 % change in unemployment

— December 2014 to February 2015
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Conservative Shadow Assembly Minister for Business, Wiliam Graham argued: “While we
welcome improvement wholeheartedly, this 3.4% increase in GVA is coming from an extremely
low base and so the high percentage rise should be fully expected”. Professor Karel Williams,
of Manchester Business School agreed, saying that devolution has been “something of a non-
event” in economic terms with Wales relying on growth from a multiplier process from a booming
south east of England. He believes that Wales has been lacking in imaginative policy ideas and
needs to experiment.

The Welsh economy: The future?

Concerns have also been voiced over the prospect that an increase in interest rates by the Bank
of England in the near future may be inappropriate for Wales, damaging the economic recovery
claimed by the Welsh government.

According to Professor Gerry Holtham of the Institute of Welsh Affairs (IWA), Wales needs to
grow significantly faster than it has done in the past to have any chance of closing the GVA
gap with the rest of the UK. He added: “Do we want to pursue small traditional policies that will
change our situation only very gradually? Or are we ready to venture something bolder with no
certainty of success but some hope of making a faster change in Wales’ economy?”

IWA Director Lee Waters said: “There was a need for borrowing by the Welsh government to
invest in large capital projects like the South Wales Metro, high speed broadband and making
Wales self-sufficient in renewable energy with projects such as the proposed £1bn tidal lagoon
project in Swansea Bay”. Critics of these projects, however, have argued that they are centred in
South Wales and will do little to improve the imbalances within the Welsh economy such as the
wage differentials shown in Figure 4.

Figure 4 Average gross weekly wages per person (£)
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(e) Evaluate the Welsh government’s claim that its long-term economic plan has been a
success. [10]











