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Generic Marking Principles

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

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

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

GENERIC MARKING PRINCIPLE 2:

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

GENERIC MARKING PRINCIPLE 3:
Marks must be awarded positively:

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

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

marks are not deducted for errors

marks are not deducted for omissions

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

GENERIC MARKING PRINCIPLE 4:

Rules must be applied consistently, e.g. in situations where candidates have not followed
instructions or in the application of generic level descriptors.

GENERIC MARKING PRINCIPLE 5:

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

GENERIC MARKING PRINCIPLE 6:

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

Answer

Marks

1(a)

Explain what is meant by labour productivity and whether the
information confirms that countries with higher labour productivity are
always more competitive than countries with lower labour productivity.

Value of output per worker per hour. More production, more sales, more
growth in economy, examples from table. Singapore/Belgium are
exceptions.

5

State three general macroeconomic aims a government might have.

Any three macro aims. Growth, low unemployment, increased productivity,
low inflation, international aspect (either balance of payments improvement
or stable exchange rate), more equal income distribution.

1(b)(ii)

Is there evidence in the information that suggests Germany is
achieving any of these macroeconomic aims?

Growth, yes. High ranking (5th out of 138 countries) re the global
competitiveness index.

B of P: yes. Massive Current Account surplus (+296 billion dollars),
Unemployment: yes. Low unemployment rate (3.9%) fairly high productivity
($65.5).

Inflation: no. Prices generally rising.

Income distribution: no evidence.

1(c)

The article describes the effects of a single euro currency on the
changes in the domestic policies of Spain and Greece.

Discuss the possible effects on the Spanish and Greek economies that
these policy changes might have.

Identify likely policy outcome (2). Article says they have had to decrease
wages, reduce government spending.

Consideration of effect of wage decreases (3), consideration of effect of
reduced government spending (3).
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2 ‘The existence of externalities is neither a necessary nor a sufficient 25
condition for government intervention to achieve efficiency in the

economy.’
Do you support this opinion?

Explanation of meaning of externalities and of efficiency. Government
intervention does not necessarily require there to be externalities; neither
does such intervention always result in efficiency so it is not a sufficient
condition to ensure efficiency.

L4 (18—25 marks) for a clear explanation of efficiency and of externalities;
an evaluation of whether government intervention is necessary (for both
positive and negative externalities) and a reasoned conclusion about both
whether government intervention is ‘necessary’ and whether it would be
‘sufficient’ to achieve efficiency. Maximum 21 for no conclusion.

L3 (14-17 marks) for an explanation of externalities but a weaker comment
on efficiency, briefer discussion and evaluation. The evaluation would probably
concentrate on the ‘necessary’ part of the quote and not deal with government
failure making the intervention unlikely to be ‘sufficient’.

L2 (10-13 marks) for a weaker explanation of efficiency and probably only a
consideration of one type (positive or negative) of externality and little
evaluation.

L1 (1-9 marks) for an answer that shows some knowledge but does not
indicate that the question has been fully grasped or where the answer is
mostly irrelevant
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3(a) Compare and contrast the derivation of a consumer’s demand curve 12

using Marshall’s marginal utility analysis with a consumer’s demand
curve derived by indifference curves.

Marshall’s utility requires a precise calculation of marginal utility, and by
relating MU to price, has a direct link to the construction of a demand curve.
Indifference curve theory shows different quantities of two goods bought as
either income or price changes; changes in amounts bought can be split into
income and substitution effects and different types of goods more readily
distinguished than with Marshall’s theory. However there is no direct link to
a complete demand curve which shows demand against price. The analysis
does not require an absolute ‘cardinal’ measurement of utility in ‘utils’ but it
still requires a measurement satisfaction which in reality is unrealistic.

L4 (9—12 marks) for a sound explanation of the analysis and a clear
understanding of the principles involved with an accurate comment on the
differences between the two approaches in the link to demand curves.

L3 (7-8 marks) for an accurate reference to the question but with a more
limited evaluation or with minor errors in the analysis.

L2 (5-6 marks) for a briefer explanation of the analysis and a more one-sided
comment on the differences.

L1 (1-4 marks) for an answer that has some basic correct facts but includes
irrelevancies and errors of theory.

3(b) Discuss how the effect of a rise in a sales tax (goods and services tax) 13
can be analysed using indifference curve analysis.

Rise is sales tax changes price, represented by a pivot of the budget line.
This will change demand via income and substitution effects.

L4 (9-13 marks) for a sound explanation of the analysis and a clear
understanding of the principles involved. A pivot of the budget line, a link to
demand, and a comment on the extent of the change in demand, mentioning
elasticity.

L3 (7-8 marks) for an accurate reference to the question but with a more
limited evaluation or with minor errors in the analysis.

L2 (5-6 marks) for a briefer explanation of the analysis of the indifference
curve diagram but with no reference to a demand curve or to elasticity.

L1 (1—4 marks) for an answer that has some basic correct facts but includes
irrelevancies and errors of theory.
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4(a) Consider whether in oligopoly the theory proposes that the market 12

price is rigid.

Explanation of the theory of oligopoly. Uncertainty arises because of lack of
knowledge of future behaviour of rivals, unclear knowledge about demand
curve, existence of non-price competition, conflict over whether to co-operate
with rivals or compete. All of this causes rigidity. Theory concentrates on the
idea of a fixed, or more rigid price but this does not really explain how the price
is fixed in the first place.

L4 (9-12 marks) for a sound explanation of the analysis and a clear
understanding of the principles involved with a full account of possible reasons
for rigid price.

L3 (7-8 marks) for an accurate reference to the question but with a more
limited evaluation or with minor errors in the analysis.

L2 (5—6 marks) for a briefer explanation of the analysis, with possible a
shorter account of the kinked demand curve theory but no evaluation.

L1 (1-4 marks) for an answer that has some basic correct facts but includes
irrelevancies and errors of theory.

4(b) ‘Mergers of firms in the same industry are against the public interest. It 12
is better that firms remain small.’

Discuss this opinion.

Explanation of the reasons why mergers might be against the public interest.
Consideration and discussion of price changes, output changes, reduction in
competition, possible price discrimination, excess profits. Against this there
may be cheaper unit production costs through economies. Comment on the
advantages of small firms.

L4 (9—-12 marks) for a sound explanation of the analysis and a clear
understanding of the principles involved with a discussion of both advantages
and disadvantages.

L3 (7-8 marks) for an accurate reference to the question but with a more
limited evaluation or with minor errors in the analysis or an ill-balanced answer
concentrating on one side of the argument.

L2 (5—6 marks) for a briefer explanation of the analysis, with only one side of
the argument presented, or a concentration on larger firms and no comment
on the value of small firms.

L1 (1-4 marks) for an answer that shows some knowledge but does not
indicate that the question has been fully grasped or where the answer is
mostly irrelevant.
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5(a) In some industries the wage rate is often omitted when a job is 12

advertised.

Explain the role of the marginal revenue product in determining the
wage rate in a perfectly competitive firm and consider whether the
labour market is likely to be perfect or imperfect if the wage rate is
omitted from an advertisement.

Explanation of wage rates in a perfectly competitive industry linking the firm
and the industry and relating the MRP to the supply/cost of labour. The
absence of a wage rate implies that it can be negotiated and this would
mean the industry is likely to be imperfectly competitive. Firms in perfectly
competitive labour markets have to accept the wage rate determined by the
industry. Explanation of wage rates in a perfectly competitive industry linking
the firm and the industry. Either demand and supply approach or MRP
theory but L4 for MRP. Some attempt at the second part of the question is
necessary.

L4 (9-12 marks) for a sound explanation of theory and a clear
understanding of the principles involved linking the market and the firm.
Higher marks for showing effect of a shift in the MRP. It is necessary to deal
with the second part of the question for L4.

L3 (7-8 marks) for a competent comment but with limited elaboration. Still a
link between the firm and industry but no shifts in demand or supply and ill-
explained comment on the second part of the question.

L2 (5-6 marks) for a briefer explanation probably not fully explaining the
equilibrium and no link between firm and industry or no comment on the
second part of the question.

L1 (1-4 marks) for an answer that has some basic correct facts but includes
irrelevancies and errors of theory
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5(b) Discuss, with the aid of a diagram, whether it is possible for a trades 13

union to increase its members’ wage rate without reducing the level of
employment.

Existence of a trades union implies an imperfect market. Explanation of the
analysis of imperfect labour market, with MRP diagram and the imposition of a
wage level agreed by a TU. Outcome would depend on where the wage rate is
fixed. It is presumed that the wage rate would be higher than that obtained in
the market. It could result in a reduction in employment or a constant
employment with a higher wage, or both an increase in employment and
wage. A diagram should be used.

L4 (9-13 marks) for an sound clear explanation, clear diagram, and a
discussion about the various alternatives of the fixed wage.

L3 (7-8 marks) for a less competent analysis of the analysis and a discussion
of only one likely outcome. Diagram may have a small error in it.

L2 (5-6 marks) for a very brief explanation of the analysis, more inaccurate
diagram, and little discussion of the outcome.

L1 (1-4 marks) for an answer that has some basic correct facts but includes
irrelevancies and errors of theory.
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6 ‘The use of quantitative easing (QE) has the same effect on the 25

economy as the use of Keynesian fiscal demand management policy.
Both policies create employment in the short run at the expense of
inflation in the long run.’

How far would you support this view?

Explanation of quantitative easing and its potential effects on interest rates,
the money supply and exchange rates and how these changes might affect
employment and inflation. An explanation of how Keynesian demand
management policies work, linking government budget deficits and their
impact on inflation and employment. Both policy approaches should be
linked using evaluative comment.

L4) (18-25) for a clear explanation of the impact of both quantitative easing
and Keynesian demand management policies. Both policies should then be
analysed regarding their effects on employment and inflation. A conclusion
should discuss the extent to which the view under consideration can be
supported.

L3) (14-17) for relevant analysis of the potential impact of both policies on
employment and inflation but no attempt to consider how far the stated view
should be supported.

L2) (10-13) for a descriptive explanation of how quantitative easing and
Keynesian demand management policies might work with little attempt to
link the two policies to the statement under consideration.

L1) (1-9) for an answer that shows some knowledge but does not indicate
that the question has been fully grasped or where the answer is mostly
irrelevant.
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7(a) Explain the economic costs of unemployment and consider which is 12

the most important.

A detailed explanation of the main costs of unemployment which refers to
the waste of scarce resources, loss of tax revenue, the cost of the increase
in government expenditure on welfare payments and any relevant social and
economic costs. Consideration of the relative importance of each cost would
address the second part of the question.

L4 (9-12 marks) for a sound description of three economic costs of
unemployment and an attempt to evaluate each cost and then provide a
conclusion which considers which cost might be the most important.

L3 (7-8 marks) for relevant analysis that relates to at least two costs of
unemployment with an attempt to establish the relative importance of each
cost.

L2 (5-6 marks) for a limited, more general coverage of some of the costs
associated with unemployment but no attempt to analyse the impact of
these costs and no attempt to establish relative importance.

L1 (1-4 marks) for an answer that has some basic correct facts but includes
irrelevancies and errors of theory.

7(b) ‘Government intervention in supply-side policies will not have a 13
significant impact on unemployment whereas supply-side policies that
increase aggregate demand because of a freer market will significantly
reduce the level of unemployment.’

Discuss this statement.

A clear distinction should be made between interventionist supply side
policies and market based supply side policies. At least two supporting
examples should be provided in each case. A detailed discussion should
then consider the extent to which each group of policies would reduce the
level of unemployment.

L4 (9-13 marks) for detailed analysis relating to both types of supply side
approaches. Discussion relating to the extent to which the statement is
accurate should then be combined with a reasoned conclusion.

L3 (7-8 marks) for a competent attempt to analyse the impact of both
supply side policy approaches on unemployment but which does not attempt
to evaluate the statement under consideration.

L2 (5—6 marks) for a descriptive account of different supply side policies
and their effect on unemployment but no attempt to analyse or discuss the
statement in the question.

L1 (1—4 marks) for an answer that has some basic correct facts but includes
irrelevancies and errors of theory.
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