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Section A

oM\C
ecb" l’h Answer this question.
C The Fiji economy: a positive outlook

Fiji is a small island country?in the Pacific with a population of 860000. In 2014 its economy was
reported to be continuing t6 grow steadily. It remained on course for a fifth consecutive year of
expansion, booste Ig ISt arrivals and visible export earnings, particularly from sugar. \
The factors that were expected to restrict growth in 2015 included ongoing dry weather conditions =~ \/
causing lower output of agricultural goods, with the exception of sugar.  *=— : )
Economic growth will

Table 1: Selected economic indicators for Fiji happen even if the
‘ rate decreases.

an However if the rate

2014 2015 pecomes negative,

estimate forecas
ﬁ?m‘m #en recession takes

Economic growth rate % 3.3 3.0
9 place
Inflation rate % 3.0 3.5
Current account balance as % share -6.0 -7.0
of GDP

Source: Asian Development Bank, 2014

Consumption remained strong in the first five months of 2014, and imports of consumerC \
goods, mainly vehicles, rose by 15.6%. Personal remittances increased, boosting consumption

expenditure. M

The tourism sector — Fiji’s main source of foreign exchange — continued to perform strongly. Visitor
arrivals increased by 4.0% year-on-year, with 4.6% more visitors from Australia and 11.6% more
from New Zealand, but there was a significant fall in visitor arrivals from Japan.

Sugar production increased, aided by govgmment investments in new technology that improved
efficiency of production and reduced price. k ‘
Subsidioy (7w oW

Despite higher growth, inflationary pressures were eased by declining inte national commodit
prices. However, annual average inflation in 2014 was notmm
economic activity was expected to revive. In addition, continuing dry weather was affecting the

food supply. l M"?\o\\

Despite the positive growth outlook, increased investment is needed to improve productivity and
address supply-side capacity constraints.

Source: Asian Development Outlook 2014 Update
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(a) How and where would revenue from tourist arrivals in Fiji be recorded in Fiji’s balance of
payments? [2]

(b) Use a supply and demand diagram to show how the government investment referred to in the
article affected the price of sugar produced in Fiji. 2]

(c) Explain what the changes in sugar’s contribution to visible export earnings and in the price of
sugar might suggest about the price elasticity of demand for sugar. [3]

(d) Using aggregate demand and aggregate supply analysis, explain why inflationary pressures
remained subdued in Fiji despite higher growth. [3]

(e) Explain how increased investment could address supply-side capacity constraints in the Fiji
economy. [4]

(f) Discuss any economic factors that might help to explain the changes in visitor arrivals to Fiji
from Australia and Japan. [6]

1) do not spend more than 5 minutes in reading

the data

2)The data is divided into three types

-interpretation from data tables

) -general theory questions which involves
guestions with diagrams or questions where

certain theoretical knowledge needs to be given

-Six mark evaluation questions

\> Whenever the examiner asks about predicting

elasticity, always remember to check for two
variables

1)percentage change in price and income
2)relationship bw price change and impact on
revenue

© UCLES 2016 9708/21/M/J/16 [Turn over
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Section B

Answer one question.

2 (a) Explain the meaning of the term ‘equilibrium price and quantity’ in the market for a good or
service, and show how a new equilibrium position is established when there is a decrease in

demand.

[8]

(b) Discuss whether attempts to help poorer consumers through the introduction of a maximum

price for necessities can ever be successful.

[12]

3 (a) Outline the functions of the factor enterprise in a modern economy, and explain how enterprise

responds to a rise in the demand for a good.

[8]

(b) Discuss why some goods and services are provided by private enterprise and others are

provided by the government in a mixed economy.

[12]

4 (a) Explain what might cause a favourable movement in an economy’s terms of trade. [8]

(b) Discuss whether overall a favourable movement in an economy’s terms of trade would be

likely to have positive or negative effects on the economy.

3 questions: 1 from micro, 1 from macro and 1
from micro or macro but 60 percent chance
from micro. Therefore. It's better to prepare
essays from micro and inflation from macro

Time management : give 40 mins to section A,
and 50 to section B. Attempt B first

Formats

8 markers: knowledge and application usually
have 4 makes while analysis has 4 marks.. In
knowledge, make sure to have 4 points for
knowledge e.g define ped/formula/sign and
diagram. In analysis part give examples

[12]
12 marker:
Starts with evaluate or
discuss
Intro
1)agreement to
statement
2)disagreement
3)evaluation
Evaluate within the
essay and at the end
(conclusion
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Introduction

The main aim of this booklet is to exemplify standards for those teaching Cambridge International AS and
A Level Economics (9708), and to show how different levels of candidates’ performance (high, middle and
low) relate to the subject’s curriculum and assessment objectives.

In this booklet candidate responses have been chosen to exemplify a range of answers. Each response is
accompanied by a brief commentary explaining the strengths and weaknesses of the answers.

For each question, each response is annotated with a clear explanation of where and why marks were
awarded or omitted. This, in turn, is followed by examiner comments on how the answer could have been
improved. In this way it is possible for you to understand what candidates have done to gain their marks and
what they will have to do to improve their answers. At the end there is a list of common mistakes candidates
made in their answers for each question.

This document provides illustrative examples of candidate work. These help teachers to assess the standard
required to achieve marks, beyond the guidance of the mark scheme. Some question types where the
answer is clear from the mark scheme, such as short answers and multiple choice, have therefore been
omitted.

The questions, mark schemes and pre-release material used here are available to download as a zip file
from Teacher Support as the Example Candidate Responses Files. These files are:

Question Paper 21, June 2016

Question paper 9708_s16_qp_21.pdf
Mark scheme 9708_s16_ms_21.pdf
Question Paper 42, June 2016
Question paper 9708_s16_qp_42.pdf
Mark scheme 9708_s16_ms_42.pdf

Past papers, Examiner Reports and other teacher support materials are available on Teacher Support at
https://teachers.cie.org.uk

Cambridge International AS and A Level Economics 9708



Introduction

How to use this booklet

Example candidate response — high Examiner comments
.__I___[Q_j The  revenue pom Tourrtd O0Tivaly  wowdl be @ The candidate has
Writken, i the turenr mt{'wnt undor the referred to both where

L L e — the revenue would be
ntome  account ad “"Dﬂ?—q '-*99"“& {-rDm t'[)wnd‘h" recorded, i.e. in the

0' WOCL be Lﬂnaﬂre(L fn lnﬁbw Grd—E T ) current account, and

/ _ _ \%mm Ha €Conu, ,/ﬂ’:l’fad | Flr talka
Answers by real candidates in 910 monay  (nfD Examiner comments \

exam conditions. These show you ; | are alongside the

the types of answers for each A, v answers, linked to

Ieyel. specific part of the

D!scuss and analy§e the answers — — | @| answer. These explain

with your Ieamers in the o v . 2] - where and why marks

classroom to improve their skills. et were awarded. This

g adioe! B helps you to interpret the
qoYernment e bwent:  m new teChnoltgy Uﬁﬂh& standard of Cambridge
I s mca el Acmal A beiAn. e kel L M
exams and helps your
learners to refine their
exam technique.
How the candidate could have improved their answer \ /

(e) This respanse could have been improved by the candidate explaining mare clearly how new technology
would lead to an increase in productivity and efficienc
likely strength of the link between investment and an if This explains how the candidate could have

_ _ improved their answer and helps you to interpret
(f) This response cold have been improved by Turthel o g1andard of Cambridge exams and helps your
awarded all four marks for the discussion but there w

candidate was awarded one of these two marks for m| learners to refine exam technique.
discussed, but this evaluation could have been develo
could also have brought in the concept of income elasticity ofdemand in relatmn to changes |r1 income and
decisions to go on holiday.

Common mistakes candidates made in this question

In (a), most candidates referred to where the revenue from tourist arrivals in Fiji would be recorded, but
relatively few went on to state how it would be recorde;

This lists the common mistakes candidates made
In (b), most candidates were able to show how the go| in answering each question. This will help your
the price of sugar produced in Fij, although a few can| o ey 1o avoid these mistakes at the exam and
to the right, bringing about a rise in price, rather thang o i

give them the best chance of achieving a high
mark

NG J

Cambridge International AS and A Level Economics 9708 5



Assessment at a glance

For Cambridge International AS and A Level Economics, candidates:

o take Papers 1 and 2 only (for the Cambridge International AS Level qualification)
or

o follow a staged assessment route by taking Papers 1 and 2 (for the Cambridge International AS Level
gualification) in one series, then Papers 3 and 4 (for the Cambridge International A Level qualification) in
a later series

or

o take Papers 1, 2, 3 and 4 in the same examination series, leading to the full Cambridge International
A Level.

All components are externally assessed.

Weighting

Component
AS Level

Paper 1 Multiple Choice 1 hour

30 multiple choice questions based on the AS Level syllabus content 40% 20%
30 marks

Paper 2 Data Response and Essay 1 hour 30 minutes

Section A: one data response question (20 marks) 30% 15%
Section B: one structured essay from a choice of three (20 marks) 30% 15%
Based on the AS Level syllabus content
40 marks

Paper 3 Multiple Choice 1 hour

30 multiple choice questions based on the Additional A Level syllabus content 15%
30 marks

Paper 4 Data Response and Essays 2 hours 15 minutes

Section A: one data response question (20 marks) 10%
Section B: two essays from a choice of six (50 marks) 25%
Based on the additional A Level syllabus content
70 marks

Note: Papers 3 and 4 test the additional syllabus content for A Level, but also require a knowledge and
understanding of the AS Level syllabus content.

Teachers are reminded that the latest syllabus is available on our public website at www.cie.org.uk and
Teacher Support at https://teachers.cie.org.uk

Cambridge International AS and A Level Economics 9708



Paper 2 — Data Response and Essay

Paper 2 — Data Response and Essay

Question 1

Example candidate response — high

Examiner comments

[

The revenue rom Tounekd Crrivaly  woulel be

written. A the curenl gecount  under the

nomg - account ol mony  westtt Hom froundi

| @

WOICL b2 (ongclaretl  On mHOW Gre—FTETHE

&.,.f,;:e[_-ﬂ.&q_cu OF mohey into tha ewv\omu 95"05““

ool ot be bntrﬁus‘fi fr_ money (nid
Q,C/D"\O'V‘(" = =

b)_Pre ¢ &
- X~
: N
e 0
0 R Q, -
norcrnmer\r inved Emenl- 2 W mt,knoloqq creahng
- Feaency while producing  yygor  woutefhifk N
%\QJLL}Sﬁ'Ll tarve v He nqu Couding o redtuchoy
i PG From 0P 10 O, 44 more 1 B2mg guprlied
oo ChoogRr Pl . e
) ) The ConbbWONn  orfuqour  n e vifible

eXPO't  arning (¢ were ~ more o Hae prue

for duqar \nere pecreadedl clug o +Hhe Qovernwes

mvelthw\f i pn0w teChnoloqy Hatf in mﬁ( MOOLh F

thotr more uqar (¢ bemy ported od (F & i

now Chooper For ForeiGbty . FurHhormore ,  Ha

ntre0fe i dupply tue b Ho deered rpvedtuonl|

in_new technoloqy reducl prtey . Thy reduchoy

inprited, ConfedsyPmore > be exporrey {ugges ke

thot He prd oladhCety of comondl fof-

uai tgelafht of o Jmal Choude o prige

il ro 0 0lg Chang@ . fhe quonhiy

demondlont , oy Vidible—"2Xport eArningl ntretd ¢y

o The candidate refers to
where the revenue
would be recorded, i.e.
in the current account,
and to how it would be
recorded, i.e. as an
inflow, so both marks
are awarded.

Mark for (a) = 2/2

9 The candidate has
drawn a clear and
accurately labelled
diagram which shows
the supply curve
shifting to the right,
leading to a reduction
in price from P to P;.
Both marks are
awarded.

Mark for (b) = 2/2

9 The candidate earns all
three marks for
explaining the concept
of price elasticity of
demand. They state
that the PED would be
elastic and refer to the
fact that there would be
an increase in export
earnings.

Mark for (c) = 3/3

Cambridge International AS and A Level Economics 9708




Paper 2 — Data Response and Essay

Example candidate response — high, continued

Examiner comments

from (ug s
_ =

- inflachongry  meadurRd  remagnecl ¢ ubd uel

cemOnd (00 (00 (NG cue b HhdZincreade tn

a;t_ﬂm—&q—é-# becaude eyven though aggqreqote |

not oxportd  qnol oW mphon ol mved Frank .

Aqqreqae qupply wef IO  Theredding ad the

%cb{cﬂ% C&IS&UM mereadecd oy’ o the

invedtme nk th nei0 foch

noloaw do-efgregare

pral \ N\ A

br
i N Nl —0

-
I
}
A\
|
<3

® ®, Real

WTM W deen in

He olil0Qram obbve , the prile

(evetl cdecreoased of H@a"e & dhft . boH,

0qgreqode (upPly  and demng
ovTya [

©

increaded (nvelfment meone Hat Hirmd we mvefhng

pa more. Ha i the Foram  In Order tor 1he Firm =

to qwrate,\?rowhtcr dueply dide_copottty i

Hoe Qumount- ofFpPY Hhat 1o being produted by

Hhe prodiuttern - There fore, (nerecdel)

Cowd adreff (uprty dide coporty Con( Fraunty

lnvle'szr\(, o

o the nvelrment Hg:f—e:ﬁﬁmphz m He COJQ bf

bl _inwelfing tn  new fechnology  wow el

adcied - od hew feChndloglY merearey the

progtreh e capoary o produl ol reyourtey

wre beng lwed more  efficently . Hengp
I

e The candidate has
drawn a diagram which
clearly shows an
increase in both
aggregate demand and
aggregate supply.
They explain that,
owing to the increase
in both of these,
inflationary pressures
remained subdued.

Full marks are
awarded for this
answer.

Mark for (d) = 3/3

Supply side capacity constraint are basically a
situation where it's difficult to increase output
or due to unfavorable external environmental

conditions which prevents the increase in

supply.
l)increases productivite capacity

2) now the same unit of output can be used to
produce a greater percentage of output

Investment in technology can lead to
Improvement in specialization

Cambridge International AS and A Level Economics 9708




Paper 2 — Data Response and Essay

Example candidate response — high, continued

Examiner comments

leacing o progluc h\/\’r(,{. Thareyore., 1nved Huoaly

(h MOThnQTY Otk Wi techrology  woutcl

aclareld (Upply urcke poliy conTrainpe mntha

fyyv_economy , ol 1 wb Hhi. mpmf—q YO proplude

wouLCL MHQQJQ due o the grooluchm-u\,l

oncl  effrcientlf  brought | 6

()

Vigrror arftvald $rom Awdtralic v+ o Hl'

nove nerepsed  yeor-onyecd, Thd—£out while

- olecreaded m‘japcwtéu' Thad Coulck be olo

o many H\“’\W The NCAOIL jrona Aud ot

(,ou.lu_éé % He Fadbetul ';.acl"D‘-H;\Q

pgreferente 0f He peoplo . (£ mony people estnt

0o —0on¥0— prefer p Qo 12 F(l from

Awf*!‘raha Tion ouerOJ'J MUL increade oy

ou,manatr»qv 1) ;—m Wt nerepdect . On Hao

oHer hond; (F  the Jopanesse cto not howe

prefren®@ » Qo0 fo m: Over other plaley , Hoy,

arnvolf +r0mu/lo.oan Wil ceeread e . Qf Hheifo thhty

olomantl frem—Hee for & from Hhe people .

OANCLHTON (tlly ; €o Hho ChOunge in ourtvalr 407

boHh Counted (owtel be due td He (nlbme

o Hhe peopl pHom both (ountftey, ¢ od dua

o He (ncreade  jn economec rowHy Fru

He people have o Ocpund L.#or He moh priles

(n HAOF COunrrLf L0 income doed ploy &{rew_*w

big_POUt - 1p IAMSHALIGR peopLuQ%ve B hgher

w\\JcowL/ then Hlouy—wat—be—able Hwere w U be

cemon  ror Hem 1o vid it Eifi od Hey wil be
v )

e The candidate refers to
the link between new
technology and an
increase in efficiency
and productivity, but
does not really explain
how this would
happen. Similarly,
there is no real attempt
to evaluate the
strength of the link
between investment
and an increase in
capacity. The answer
is awarded two out of a
possible four marks.

Mark for (e) = 2/4

& (Y

Foi
2. eualy ki
Aw

pllcu[\ﬁ
\, M/ b

F
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Paper 2 — Data Response and Essay
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Example candidate response — high, continued

Examiner comments

0bEL O ppor € . FUrthermOre, por morIGrval

propend iy fo tondume  hay increadecl go mored|

Her woRts coutcl be (0hilhed 0N they cowtet

wont o gp o }1\-’“ FO 1 ¥OLCOLNOR . On ‘H«Q\_JOH,\QJ kOu\cl/

08 thhkfé gegond where  tntoma Lol be toy) |
thoy _wouwtoen't  demoner @ holcdowy  to FF)i

WO Hey hove Obhor  aoedy ond—Wont! Hal

(e DR IhQher mporton(@, o Hem €0 teoy
o wldn nondd 0 Hip Bn flo ro foro

Orrivald f-(0 ‘MJMM woudcl beulow

Therepore, e chapQes ;v wviditor aunvald  fp Fifi

From audbrolicc nol Jopon are dependent

on_He demosdt o vidif F[i from Hheir pwn

popula.hom onflL Ha pact—orfr’ Ho e tore OfH{echhg

Heo demng_dUCh & income ontl preterente , i |

clerermue 7 0L @R € o o foul N VWi(ko,

Ourivouly -

@ The candidate refers to
several possible
economic factors that
would help to explain
the changes in visitor
numbers coming to Fiji
from Australia and
Japan, such as
changes in
preferences, income,
economic growth and
price levels. The
candidate is awarded
four marks for the
discussion and one
further mark for an
attempt to offer some
evaluation in the final
paragraph. However,
the evaluation needed
to be developed more
fully to earn the second
evaluation mark.

Mark for (f) = 5/6

Total marks awarded
=17 out of 20

How the candidate could have improved their answer

(e) This candidate could have improved their response by explaining more clearly how new technology
would lead to an increase in productivity and efficiency and by offering some evaluation on the likely strength
of the link between investment and an increase in capacity.

(f) The candidate was awarded all four marks for their discussion of this question, but there were also two
marks available for evaluation. The candidate was awarded one of these marks for attempting to evaluate
the factors discussed, but this evaluation could have been developed more fully. For example, they could
also have brought in the concept of income elasticity of demand in relation to changes in income and

decisions to go on holiday.

Marks awarded: (a) = 2/2, (b) = 2/2, (c) = 3/3, (d) = 3/3, (e) = 2/4, (f) = 5/6.
Total marks awar@ti€f GoHGISION: several factors might explain

S

the changes in demand for thr visitors however
the most significant one is the income as
traveling tourism is a luxury good which means
that it has a positive yed which is highly elastic.
Even if customers have preferences but they
can't afford, the decision cannot be taken after
considering the income only then would other
factors become most important if some
scenarios like yes becoming inelastic, only then
would factors like exchange rate and
tasteffasti@mbedomesmore sSifitficento708



Paper 2 — Data Response and Essay

Example candidate response — middle

Examiner comments

bk ‘ .

i ‘ Hmwlok P JL ek AnHial: wA__&t\_____
C\Aum——'&m)___dmmh&__&mu.‘ e
) I T TR
4 : ' '.5
\\ e S : .
o | / A \ N
i‘c?" o Gl Qpesondid
| ¢)

0 The candidate earns

one mark for stating
that the revenue from
tourist arrivals would
be recorded in the
current account, but
the second mark could
not be awarded as it is
not made clear that this
would be a credit item.

Mark for (a) = 1/2

9 The candidate earns

both marks for a
diagram which clearly
shows the supply curve
shifting to the right and
a consequent reduction
in price from P to P;.

Mark for (b) = 2/2

Cambridge International AS and A Level Economics 9708

11



Paper 2 — Data Response and Essay
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Example candidate response — middle, continued

Examiner comments

Uit & TED ‘o

PRI A

s ik

, r(\) .a ‘P,_ml_ml

T

otk

JL L 5 »
W—MM&W‘W

!

_d)

e
U

* M"WM A‘“W

- : 4. — : A d\J\ O SRR
| @ bl ot du K il Cemdik
‘ﬁwﬁ’ A ABMAASAL . LM)ML\A.A» ,A a;,) O ‘%gk__ L _v I’

A Gy dan k|

9 The candidate earns
one mark for explaining
that PED refers to the
relationship between a
change in demand for
a product and a
change in its price.
Unfortunately, the
candidate writes about
PED being both
inelastic and elastic
without making it clear
which is correct.

Mark for (c) = 1/3

9 The candidate refers to
an increase in both
aggregate demand and
aggregate supply, and
explains how this has
helped to subdue
inflationary pressures.
All three marks are
awarded for this
response.

Mark for (d) = 3/3

Cambridge International AS and A Level Economics 9708




Paper 2 — Data Response and Essay

Example candidate response — middle, continued

Examiner comments

| ‘ \ MU o

JML ﬂzs;gks_ ] -

‘ &\rxmm AT rMulixy\ __

rL. k_,_«(},m M.

_M

LA © A

e The candidate refers to
the link between
investment and supply-
side capacity, but the
explanation of this link
could have been
developed more fully.
There could also have
been an attempt to
evaluate the strength
of the link. The answer
is therefore given two
of the four possible
marks.

Mark for (e) = 2/4

@ The candidate refers to
some possible
economic factors, such
as changes in income,
exchange rates and
transport costs, but
there needed to be a
clearer focus on these
factors rather than on
trade between the
countries. There is no
real attempt at
evaluation, so two of
the six available marks
are awarded.

Mark for (f) = 2/6

"Vk» %(1& c&d«

i.(J\ cA,,______ M{ﬁay__

N

m&_@u@m
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Paper 2 — Data Response and Essay
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Example candidate response — middle, continued Examiner comments

e
ax&ﬁ)y.ww____mww“__mo__d&_m
KM\ A W};_‘_w_i/\ A _ém o

o cwion__ s oo
uq,\.,ph«'j Bl ﬂwfw)( J,o , _| | Total marks awarded

=11 out of 20

How the candidate could have improved their answer

(a) The candidate was awarded one mark for referring to the fact that the revenue from tourist arrivals would
be recorded in the country’s ‘current account’, but the second mark was not awarded because the candidate
did not refer to the fact that this was a ‘credit’ item.

(c) The candidate was only awarded one of the three marks for stating that price elasticity of demand refers
to a change in quantity demanded relative to a change in its price. To gain the other two marks, the
candidate needed to make it clear that PED in this situation would be elastic, instead of providing a confused
answer that did not make it clear whether the answer was elastic or inelastic. The candidate also needed to
state that there would be a rise in expenditure.

(e) The candidate was awarded two out of four marks here. To gain the additional two marks, they needed to
give a clearer explanation of the link between investment and an increase in capacity, along with an
evaluation of the strength of that link.

(f) The candidate was awarded two out of six marks here, as their answer needed to have a clearer focus on
visitors from Japan and Australia, rather than on trade between these countries and Fiji. There were also two
marks available for an evaluation of the factors explaining the changes in visitor arrivals from Australia and
Japan.

Marks awarded: (a) = 1/2, (b) = 2/2, (c) = 1/3, (d) = 3/3, (e) = 2/4, (f) = 2/6.

Total marks awarded = 11 out of 20
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Paper 2 — Data Response and Essay

Example candidate response — low

Examiner comments
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o The candidate earns
one mark for stating
that the revenue from

oS e Waole A SRYVACE  cUAG iAVERLL  bplAcuACE -

N -

tourist arrivals would
be recorded in the

-

current account, but
the second mark could
not be awarded
because there is no
indication that this
would be a credit item.
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el o) qro0ig:  WAAROTUY  Dresurel tenxuined  swoded |
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Mark for (a) = 1/2

9 The candidate gains
both marks for clearly
showing a shift of the
supply curve to the
right and a reduction in
price from Pg to P;.

Mark for (b) = 2/2

9 The candidate does
not gain any marks
here, as the answer is
given as ‘inelastic’
rather than elastic and
the concept of PED is
not clearly explained.

Mark for (c) = 0/3
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Paper 2 — Data Response and Essay

16

Example candidate response —

low, continued

Examiner comments
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@ The candidate gains
one mark for the
consideration of a shift
in the AS curve to the
right, but there is no
consideration of AD.

Mark for (d) = 1/3

6 The candidate earns
two marks for stating
that new infrastructure
and new technology
contribute to an
increase in capacity,
but the explanation
needed to be
developed more fully
and there needed to be
some evaluation of the
strength of the link.

Mark for (e) = 2/4

@ The candidate earns
two marks for the
discussion of increases
in disposable income
and changes in
preferences, but the
answer is rather limited
and needed to be
developed more fully.
There is no attempt to
offer any evaluation of
the factors.

Mark for (f) = 2/6

Total marks awarded
=8 out of 20
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Paper 2 — Data Response and Essay
How the candidate could have improved their answer

(a) The candidate was awarded one of the two marks for stating that the revenue from tourist arrivals would
be recorded in the ‘current account’, but there was no reference to the fact that it would be recorded as a
‘credit’ item.

(c) The candidate was not awarded any marks here because they incorrectly stated that PED would be
‘inelastic’, rather than giving the correct answer of ‘elastic’. The candidate would have been awarded further
marks if they had explained the concept of price elasticity of demand and that where PED is elastic, this
would lead to a rise in expenditure.

(d) The candidate was awarded one mark for showing that there would be a shift to the right of aggregate
supply. Further marks could have been awarded if the candidate had explained that there would also be an
increase in aggregate demand and that the increase in both AD and AS would lead to inflationary pressures
remaining subdued.

(e) The candidate was awarded two marks, but they could have been awarded further marks if they had
explained more clearly the link between new infrastructure, new technology and the increase in capacity, and
if they had evaluated the likely strength of that link.

(f) The candidate was awarded two marks for discussing the effects of changes in Australian disposable
incomes and changes in Japanese preferences, but this was a rather limited response that needed to be
developed more fully. There were many more factors that could have been included, and there were two
marks available for evaluation, rather than just discussion, of those factors.

Marks awarded: (a) = 1/2, (b) = 2/2, (c) = 0/3, (d) = 1/3, (e) = 2/4, (f) = 2/6.

Total marks awarded = 8 out of 20

Common mistakes candidates made in this question

(a) Most candidates referred to where the revenue from tourist arrivals in Fiji would be recorded, but
relatively few went on to state how it would be recorded in Fiji’'s balance of payments, i.e. as a credit item.

(b) Most candidates were able to show how the government investment referred to in the article affected the
price of sugar produced in Fiji, although a few candidates shifted the supply curve to the left, rather than to
the right, bringing about a rise in price, rather than a fall.

(c) Some candidates did not seem to clearly understand the concept of price elasticity of demand and some
thought that the PED would be inelastic rather than elastic.

(d) Despite the reference to both aggregate demand and aggregate supply in the question, many candidates
referred to one or the other, rather than both.

(e) A number of candidates did not develop their answers fully enough, especially by explaining exactly how
an increase in investment could address supply-side capacity constraints in the Fiji economy, and few
candidates offered any evaluation of the likely strength of this link.

(f) Some candidates wrote in general about Japanese and Australian visitors, but thought there was an
increase or decrease in both, rather than an increase in visitors from Australia and a decrease in visitors
from Japan. Although there was some good discussion of the economic factors behind the changes,
relatively few candidates offered an evaluation of these.
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Paper 2 — Data Response and Essay
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Question 2

Example candidate response — high

Examiner comments
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0 The candidate clearly
explains that
equilibrium refers to a
situation where there is
no tendency to change
either price or quantity.

@ The candidate includes
an appropriate diagram
to support their
explanation of the term
‘equilibrium price and
quantity’. Four marks
are awarded for
knowledge and
understanding of this
term.

~— /\O’L’%\ fx?(a,,,\
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Paper 2 — Data Response and Essay

Example candidate response — high, continued

Examiner comments

9 The candidate includes
a diagram which

clearly shows the

situation when there is

a decrease in the

demand for a product,
with the demand curve

shifting to the left and
price falling from Pe to

P;.

] /() ‘//
e [V L0’ ‘S
1\\ J =
e
S [
NNy ~ o
e N Y
\ . RNIZN
e M= — X N\
N /"1""\
a x| ON ™
I R B o
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-t %ﬂ@ iy
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The candidate provides
a clear explanation of
what happens when
there is a decrease in
demand, making it
clear where the new
equilibrium position
would be established.
Four marks are

o &%.usmat“@@_q% Cop
repechih,.

awarded for application

to the context of the
guestion.

Mark for (a) = 8/8
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Paper 2 — Data Response and Essay

Example candidate response — h

igh, continued

Examiner comments
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e The candidate makes it
clear what is meant by
a maximum price,
stressing that this will
be below the market
equilibrium price.

The candidate includes
an appropriate diagram
that clearly shows the
maximum price below
equilibrium.

20
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Paper 2 — Data Response and Essay

Example candidate response — high, continued Examiner comments
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Whenever a question asks the impact of
consumer /producer, always make reference to
consumer and producer surplus
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Paper 2 — Data Response and Essay

Example candidate response — high, continued

Examiner comments
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Always label the
diagram
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Example candidate response — high, continued Examiner comments
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@ (Q% @ G g_b @ The candidate makes a
(Dn ? ey e good attempt at some

(,J)ASO_M... e .. M/’Qy M(@m&!:em_ evaluation, gaining a

mark of 8/8 for analysis
and 3/4 for evaluation.

G‘L‘a@@/méw S WL {ho s | )
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ﬁ%“ " e e
Are; ) ’VLZJV—\/—Q% M Total marks awarded

=19 out of 20

Better evaluation:maximum price is effective as
it's the quickest way especially for struggling
economies however it depends on elasticity of
the curve - as shortage or surplus is caused.
Max price should be a stating factor
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Paper 2 — Data Response and Essay
How the candidate could have improved their answer

In part (a), the candidate was awarded all eight marks. They demonstrated clear knowledge and
understanding of ‘equilibrium price and quantity’ and were able to apply this knowledge by showing the
process through which equilibrium is established when there is a decrease in demand.

In part (b), the candidate was given a mark of 11 out of 12, receiving a full eight marks for analysis of the
impact of a maximum price for necessities and three out of four marks for evaluating the likely success of
this. The answer could have been improved if the candidate had developed their evaluation a little more fully,
for example in relation to possible shortages, the potential rise of black markets and the effects on
producers.

Marks awarded: (a) = 8/8, (b) = 11/12.

Total marks awarded = 19 out of 20

Evaluation format

1)directly address the question and pick a point
from analysis to justify why it's the most
significant variable

2)give an extent to your decisions and tell what
factors it depends upom

3)for the methods you would choose, explain
the scenario in which they would be most
effective

4)overall judgment :combination of technology
Is the best way.... Condition
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Paper 2 — Data Response and Essay

Example candidate response — middle

Examiner comments
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0 The candidate
explains that an
equilibrium position is
where demand and
supply meet.

@ The candidate
includes a diagram to
support their
explanation and also
considers this in
relation to the price of
Po. Two marks are
awarded for
knowledge and
understanding of the
term, as there is no
reference to ‘no
tendency to change’.
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Example candidate response — middle, continued

Examiner comments
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e The candidate makes
good use of the
diagram to explain
what happens when
there is a decrease in
demand, with the
demand curve shifting
to the left and the
decrease in price from
P, to P, clearly shown.

e The candidate
provides a reasonable
explanation of the
establishment of a
new equilibrium,
although it could have
been developed more
fully. Two marks are
awarded for
application.

Mark for (a) = 4/8
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Paper 2 — Data Response and Essay

Example candidate response — middle, continued

Examiner comments
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explains what is
meant by a maximum
price and includes an
appropriate diagram to

mcrwse_.sk__ﬂm_mom(ma_,p\da_ee,cmgﬁtm—

> support the
i R /\'50 explanation.
ol .y
%
i . \ \ Mot uimn prict
s AN
| N _
R~ ¥ > o 3 S Gk
2 Qo J
Wie_meouins M_W_PNMM_Q&&G_MML.
W R Mgl pooud ok pice Ploc welow
wod. T W age in Tivabakn® WA @ An appropriate
oreadt 6 eold ot US®L or  wlow axd procucs | example from
- aMowed  to eell af o wigrer pae | Zimbabwe is included

%cmwiku-

e

BAORUOE noXRS. W prata ™ agardcale aund
gLy aCCASSNOW %O pAR_ pOOrRX  cAGUMRES A |

SAOUACKGA O a  waxinwm pric for oeceSther |

to support the analysis
here.

CYAS WMot ines_to_ pratedt |

Q commx\,} as,

Cambridge International AS and A Level Economics

9708 27



Paper 2 — Data Response and Essay
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Example candidate response — middle, continued

Examiner comments
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e The candidate
considers how the
introduction of a
maximum price for
necessities could be
of benefit to poorer
consumers.

@ The candidate makes
an attempt to offer
some evaluation here,
but it really needed to
be developed more
fully. The response is
awarded a mark of 6/8
for analysis and 1/4
for evaluation

Mark for (b) = 7/12

Total marks awarded
=11 out of 20
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Paper 2 — Data Response and Essay
How the candidate could have improved their answer

The candidate was awarded four marks in part (a). They could have expanded their answer here, for
example in relation to the idea that an equilibrium position is where there is ‘no tendency to change’. The
candidate gained just two marks for their application of the concept to a situation where there was a
decrease in demand, largely because their answer was not developed sufficiently. They could have
improved their answer by considering more fully how a new equilibrium would have been established as a
result of the decrease in demand, making more effective use of the diagram included in the answer.

In part (b), the candidate was awarded six marks for their analysis of the impact of a maximum price for
necessities, but needed to include better evaluation of the potential success of this strategy (e.g. possible
shortages, the effects on producers) to receive more than one of the four marks available.

Marks awarded: (a) = 4/8, (b) = 7/12.

Total marks awarded = 11 out of 20
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Example candidate response — low

Examiner comments
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0 The candidate has
included a diagram to
show how Pe and Qe
are established in a
market.

9 The candidate makes
an attempt to explain
the meaning of
‘equilibrium price and
quantity’, but could
have developed their
answer more fully, e.g.
by referring to the idea
of ‘no tendency to
change’. Two marks
are awarded for
knowledge and
understanding here.

9 The candidate shows
how a new equilibrium
position is established
in a market when there
is a decrease in
demand, using
appropriate diagrams,
although their
explanation could have
been developed more
fully. Two marks are
awarded for
application.

Mark for (a) = 4/8
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Paper 2 — Data Response and Essay

Example candidate response — low, continued

Examiner comments

@ The candidate
attempts to explain
what is meant by a
maximum price and
has included a diagram
to support their
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analysis.
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Example candidate response — low, continued Examiner comments

(]
/ pal e The candidate

\ .
o \/% / considers subsidies as

e 7,\ / ; a possible alternative

J > %/ P —— approach.
5/:' /\\ Z @ The candidate

1 D
o9 @MM attempts to offer some
evaluation in relation to
Govsenmad  <on  swwng Ay wusce. T the concept of
" i b L) opportunity cost, but
6"}’“{/)( ty ek MM : this really needed to be
wnl  Auddat tf) U\Aww}\l m"w;f\’ JWN\XM b | developed further, e.g.
i ‘(1’; MmM han e M AN »J?wwsl ' considering the
Yo - Ehendolod e W Yo apod. T possible rise of black
il gy il o) e _gifh en || e earsuer
spponduaity el . 0 *‘M"}e‘““i"‘ sk Loing P : and 1/4 for evaluation.

/WJOF' MM&M /w«—um wmm MM B
RM-U%\/NA-A Lhing, WILM QM Lihg Mark for (b) = 5/12

} ol : L 7 Total marks awarded
Ko MM@ 0 | | =9 out of 20

How the candidate could have improved their answer

In part (a), the candidate was awarded just two marks for knowledge and understanding of ‘equilibrium price
and quantity’, as their explanation was rather brief. The candidate earned two marks for the application of
their answer to the particular context of the question. There was some consideration of the effect of a shift of
the demand curve to the left, but there needed to be a better link to the new equilibrium position that would
be established in the market.

In part (b), the candidate could have developed their analysis of the effects of introducing a maximum price
more fully, e.g. in relation to the possible existence of shortages, in order to gain more than four marks. They
were awarded only one mark for evaluation, largely for their attempt to bring in the idea of opportunity cost.
There was clearly more that the candidate could have written in relation to whether a maximum price would
ever be successful, such as considering the potential rise of black markets.

Marks awarded: (a) = 4/8, (b) = 5/12.

Total marks awarded = 9 out of 20

Common mistakes candidates made in this question

In part (a), many candidates failed to demonstrate that they understood the term ‘equilibrium price and
quantity’ as representing a situation where there was no tendency to change, i.e. the prevailing situation was
at rest.

In part (b), many candidates drew a useful diagram to support their answer, but unfortunately many of these
placed the maximum price above, rather than below, the equilibrium. Many candidates wrote about the
potential advantages of the introduction of a maximum price for necessities, but there was much less
willingness to analyse the possible disadvantages of such a scheme. Relatively few candidates offered any
meaningful evaluation of whether such a scheme could ever be successful.
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Question 3

Example candidate response — high

Examiner comments
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o The candidate starts by
stating that the
functions of enterprise
include organising and
risk taking.

9 The candidate gives a
useful outline of the
functions of enterprise
in a modern economy
here, although more
could have been
written on the risk-
taking function. Three
marks are awarded for
knowledge and
understanding.

9 The candidate
recognises that a rise
in the demand for a
good would
consequently lead to a
rise in price.

Cambridge International AS and A Level Economics 9708

33



Paper 2 — Data Response and Essay

34

Example candidate response — high, continued

Examiner comments
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e The candidate has
produced a good
answer in terms of how
enterprise responds to
an increase in price, so
gains all four marks for
application.

Mark for (a) = 7/8
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Example candidate response — high, continued

Examiner comments
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6 The candidate focuses
on the provision of
public goods and merit
goods.
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Example candidate response — high, continued

Examiner comments
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@ The candidate provides

a useful summary of
the key features of
private goods.

ﬂ The candidate outlines

the main features of
public goods, including
appropriate examples.

The candidate makes
an attempt at
evaluation here, but
this really needed to be
developed more fully.
Analysis is awarded a
mark of 7/8 and
evaluation a mark of
2/4.

Mark for (b) = 9/12

Total marks awarded
=16 out of 20
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Paper 2 — Data Response and Essay
How the candidate could have improved their answer

In part (a), the candidate was awarded seven of the available eight marks. Three marks were awarded for
knowledge and understanding of the functions of enterprise in a modern economy; to gain the fourth mark,
the candidate needed to go into a little more detail on the risk-taking aspect of enterprise. The candidate was
awarded all four marks for application to the context of the question.

In part (b), the candidate was awarded a mark of nine out of twelve. Seven of the eight marks were for the
analysis of how private, merit, demerit and public goods were provided, and, while this was a good mark, the
candidate could have been awarded the additional mark by developing their analysis of the different kinds of
goods more fully, including more examples to illustrate the differences between them. In terms of evaluation,
the candidate was awarded two of the possible four marks, but their answer would have been improved by
further evaluation, such as in relation to why it is the case that some goods are provided by government and
some by private enterprise in a mixed economy.

Marks awarded: (a) = 7/8, (b) = 9/12.

Total marks awarded = 16 out of 20
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38

Example candidate response — middle Examiner comments
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0 The candidate refers to

the organising and risk-
taking functions of
enterprise.

The candidate earns
two marks for
knowledge and
understanding here.
However, they could
have explained the two
main functions of
enterprise more fully.

The candidate
attempts to explain
how enterprise
responds to a rise in
the demand for a good,
although there is no
explicit reference to a
rise in price. Two
marks are awarded for
application.

f
‘47 A. . lefl 1’;7
y Epcas P Q{M 7 Z Mark for (a) = 4/8

a brief explanation of
what is meant by a
mixed economy.

The candidate outlines
some of the key
features of private
goods here.
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Example candidate response — middle, continued Examiner comments
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Total marks awarded
=11 out of 20

Cambridge International AS and A Level Economics 9708 39



Paper 2 — Data Response and Essay

40

How the candidate could have improved their answer

In part (a), the candidate was awarded four of the available eight marks. To improve their mark for
knowledge and understanding, the candidate needed to develop their answer more fully on both the risk-
taking and the organisation aspects. Two marks were awarded for application to the context of the question,
and further marks could have been awarded if the candidate had included more about a rise in the demand
for a good. Although candidates were not explicitly required to include a diagram in their answer, the use of a
diagram might have helped the candidate to write more convincingly on the rise in price brought about by the
increase in demand.

In part (b), the candidate was awarded six marks for their analysis of the provision of different goods by the
public and private sectors in a mixed economy, but this could have been developed further, for example by
explaining what is meant by the terms ‘non-excludable’ and ‘non-rivalry’. The candidate was awarded just
one of the four possible evaluation marks and this was therefore a key area where the answer could have
been improved. For example, a comparison could have been made of the likely effectiveness of public sector
and private sector provision.

Marks awarded: (a) = 4/8, (b) = 7/12.

Total marks awarded = 11 out of 20
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Example candidate response — low

Examiner comments
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o The candidate
considers the main
functions of the factor
of enterprise in a
modern economy,
although more could
have been written in
relation to the risk-
taking aspect. Three
marks are awarded for
knowledge and
understanding.

en¥erpn. $e re&pomds Yo =006 yn dmw&{‘:o_c_%@)qod_ 9 The candidate

recognises that an
enterprise will respond
to a rise in the demand
for a good through a
consequent rise in
price.
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Example ¢

andidate response - low, continued

Examiner comments
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The candidate has
included a diagram
which shows the effect
of a shift in the demand
curve to the right on
price, although the
diagram could have
been used more
effectively to support
the answer.

The candidate earns
three marks for
application.

Mark for (a) = 6/8

5]

The candidate
summarises some of
the main features of a
free market system,
but not in relation to
the provision of
different types of
goods.

The candidate outlines
what is meant by a
planned economy, but
this is in very general
terms and is not
related to the provision
of different types of
goods.
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Example candidate response — low, continued

Examiner comments
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0 The candidate
summarises the key
features of a mixed
economy, but again
fails to focus on
particular types of
goods.

@ There is some
consideration of public
goods, but there is no
reference to merit or
demerit goods.

@ The candidate offers a
conclusion here, but
there is no clear
evaluation in relation to
why some goods and
services are provided
by private enterprise
and others by public
enterprise. Analysis
earns a mark of 2/8
and evaluation a mark
of 0/4.

Mark for (b) = 2/12

Total marks awarded
=8 out of 20
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How the candidate could have improved their answer

In part (a), the candidate was awarded six of the eight marks. Three knowledge and understanding marks
were allocated, and this aspect of the answer could have been developed by considering the risk-taking
aspect of enterprise. The candidate was awarded three marks for application to the context of the question,
but could have improved by focusing more on the consequent increase in price as a result of an increase in
demand. A diagram was included, but the candidate could have made more effective use of it to support
their answer.

In part (b), the candidate focused more on the features and characteristics of a mixed economy, rather than
on the actual question, which was concerned with an analysis of why different types of goods are provided
by the public and private sectors in a mixed economy. Unfortunately, this was an example of a candidate not
answering the question asked. They could have improved by focusing more on the different types of goods,
such as private, public, merit and demerit goods, and analysing why some of these are better provided
through the private sector and others through the public sector. No marks were awarded for evaluation, so
the answer could have been improved by considering the effectiveness of provision through the public and
private sectors.

Marks awarded: (a) = 6/8, (b) = 2/12.

Total marks awarded = 8 out of 20

Common mistakes candidates made in this question

In part (a), a common weakness was to focus almost exclusively on either the risk-taking function of
enterprise or the organising function of enterprise, with relatively few candidates offering a balanced answer
which considered both roles of enterprise in a modern economy. Although some candidates included a
diagram to support their answers in relation to the response of enterprise to a rise in the demand for a good,
many didn’t and this made it more difficult for them to provide a logical and coherent answer.

In part (b), there was some confusion over the different types of goods, so that some candidates offered
what appeared to be a prepared answer on the relative merits of the private and public sectors or of free
market and planned economies. Relatively few candidates provided any meaningful evaluation in terms of
the effectiveness of public sector and private sector provision.
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Question 4

Example candidate response — high

Examiner comments
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0 The candidate begins
by explaining the
meaning of ‘the terms
of trade’, but
unfortunately this is in
relation to the trading
of exports and imports.
There is no reference
at the beginning to the
fact that the terms of
trade are concerned
with the relative prices
of exports and imports,
so no marks could be
awarded for knowledge
and understanding.
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Example candidate response — high, continued

Examiner comments
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Example candidate response — high, continued

Examiner comments
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9 The candidate gives a
good explanation of
what might cause a
favourable movement
in an economy’s terms
of trade, making
reference to changes
in exchange rates and
inflation rates. The
application to the
context of the question
earns four marks.

Mark for (a) = 4/8
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Example candidate response — high, continued

Examiner comments
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9 The candidate
considers a number of
possible positive
effects of a favourable
movement in an
economy’s terms of
trade.

Cambridge International AS and A Level Economics 9708




Paper 2 — Data Response and Essay

Example candidate response — high, continued Examiner comments
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How the candidate could have improved their answer

In part (a), the candidate was awarded four of the available eight marks. Unfortunately, no marks were
awarded for knowledge and understanding because at no point did the candidate refer to the fact that the
terms of trade are concerned with relative prices, stating instead that it is simply an expression of a country’s
exports and imports. To improve the answer, the candidate needed to be much clearer on the meaning of
‘the terms of trade’ in relation to changes in the relative prices of exports and imports. However, when the
candidate attempted to provide application to the question, the answer improved and became clearly linked
to prices, thereby earning the four marks.

In part (b), the candidate was awarded a mark of eight out of the available twelve marks. There was a good
attempt at analysis, but to improve, the candidate needed to develop their analysis of both the positive and
negative effects a little more fully, expanding on some points, such as those related to elasticity. The
candidate was awarded two marks for evaluation and could have improved this mark by bringing in such
ideas as the Marshall-Lerner condition.

Marks awarded: (a) = 4/8, (b) = 8/12.

Total marks awarded = 12 out of 20
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Example candidate response — middle

Examiner comments
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0 The candidate
attempts to explain the
meaning of ‘the terms
of trade’ in the first
couple of lines, and
there is a clear
reference to export
prices and import
prices, but this needed
to be developed more
fully. One mark was
given for knowledge
and understanding.

9 The candidate
demonstrates a
reasonable level of
application to the
context of the question
here, referring to
changes in exchange
rates and to possible
protectionist policies.
Three marks are
earned for application.

Mark for (a) = 4/8
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Example candidate response — middle, continued

Examiner comments
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9 The candidate
considers some of the
potential positive
effects of a favourable
change in an
economy’s terms of
trade.
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Example candidate response — middle, continued

Examiner comments

lers geods and services ace beirg ’.zgg;_,ggj ﬂ

Bz :
[Ty shaoos_dhet altheccl, o fuvourodle nipoeawint po e jernad

S—trzdle clleckins can ,95-..«0.3'& #coade ’m/ih‘u et on an eonong |

proce

- expody, hecs ey b gtbalen o her and whethosr tnapedT coun

ik rosy, ol ercole negohhe effeciy dlependins on fle elastrei, |

be loesvagin- cten«,u;-b'om’[é;, «r o 'I'vj. theje  Cotrditons. are }a“l‘)qu;

\).’chn- a vfo‘ueurw‘afc noeuingid g die  dermg of drmede ool
\cau}c o Por-l'-h‘m oweredl  effect-on Hee Seonomy,

5.
D7

L|c L i Tiais_fhews Hok evtn Moyl
| g 10 e - dtnnend fse geum do F1
{:2 f‘\/ . toceesed the sugply neg hace |
£ AN been whab cediiced fheir
. g _L-'7| / /7\?, poice, cecrearics deflaHon
P S/ [—3 \ 5 b {M?Aﬁj,([&ccb-oe. Impolved
¢ do ke 8 _eflahe) (Brw MY Jom

7> "nl condd_then despr b €D

Quite ‘-N'b.

Tf . on_expad . it—angrleftic_bhay cmeny (ubchbuey, fen

Cllne,  Socpelr  pricen Ay caube comuieesd e Jand _oftec

Produm, wigtth s il deercaye demoand o the expert and

A
cednie erenee do fyll 3 Pe chenge  in C//(A&V\H{“c,

T Crub et Cerpert).
s5=g - demnanded s nmoce tha. e Y chnese o pree.

e Jell _1n v enue Doy, @ Cowile  c carted  ccotud |

deficit s ince o M eEmansy Dy mey heet

= locomie cnd (oo inkereal qn lelTOuainy  instfad of

it sime, Haol raenty, Jes. b\,\:.)‘%.adp\j and  [ROces decrealas

dfenstard  of- livins, ﬁ : :

@ The candidate
considers some of the
potential negative
effects of a favourable
change in an
economy’s terms of
trade.

6 The candidate
attempts to provide a
conclusion, but the
evaluation is rather
limited. For example,
although there is a
reference to the
importance of elasticity
of demand, there is no
reference to the
Marshall-Lerner
condition. Analysis is
awarded a mark of 5/8
and evaluation a mark
of 1/4.

Mark for (b) = 6/12

Total marks awarded
=10 out of 20

How the candidate could have improved their answer

In part (a), the candidate was awarded four of the eight marks. One mark was awarded for knowledge and
understanding of ‘the terms of trade’ and the candidate could have improved their answer by developing the
explanation much more fully. Application was given a mark of three out of four and this was a better effort,
although it could have been improved by developing some of the points referred to more fully.

In part (b), the candidate was awarded five out of a possible eight marks for analysis. Their answer could
have been improved with better balance, as it contained much more about the negative than the positive
effects. Only one mark was awarded for evaluation, as the candidate could have included more
consideration of the potential positive and negative effects, for example by referring to the Marshall-Lerner

condition.
Marks awarded: (a) = 4/8, (b) = 6/12.

Total marks awarded = 10 out of 20
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Example candidate response — low

Examiner comments
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o The candidate gives a

brief explanation of
what is meant by ‘the
terms of trade’, but it is
rather limited and really
needed to be
developed more fully.
One mark is therefore
awarded for knowledge
and understanding.

The candidate explains
a number of factors
that might cause a
favourable movement
in an economy’s terms
of trade, including
changes in exchange
rates and inflation
rates. Two marks are
awarded for application
in terms of the context
of the question.

Mark for (a) = 3/8

Cambridge International AS and A Level Economics 9708

53



Paper 2 — Data Response and Essay

54

Example candidate response — low, continued

Examiner comments
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9 The candidate
discusses a humber of
possible positive
effects of a favourable
change in an
economy’s terms of
trade.

e The candidate
discusses a number of
possible negative
effects of a favourable
change in an
economy’s terms of
trade.
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Example candidate response — low, continued Examiner comments
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‘zlo.)mm} ‘} Marshall-Lerner
condition, but this
could have been
expanded upon. A
mark of 4/8 is awarded
for analysis and a mark
of 1/4 for evaluation.

Mark for (b) = 5/12

Total mark awarded
=8 out of 20

How the candidate could have improved their answer

In part (a), the candidate was awarded three of the eight marks. One mark was given for knowledge and
understanding. The candidate could have improved by developing their explanation of what is meant by an
economy’s terms of trade, as only the first few lines focused on this and it was not always clear whether the
term refers to exports and imports or the relative prices of exports and imports. Two out of four marks were
given for application to the context of the question. Additional marks could have been awarded if this section
had been developed more fully, as much of it was in the form of assertions or statements rather than
explanations.

In part (b), the candidate was awarded five out of the twelve marks. Four out of eight marks were given for
analysis and this could have been improved if the candidate had developed their points about both the
positive and negative effects. One mark out of four was given for evaluation and this was largely for
reference to the Marshall-Lerner condition. However, the candidate simply referred to Marshall-Lerner and
needed to consider this more fully to improve their answer.

Marks awarded: (a) = 3/8, (b) = 5/12.

Total marks awarded = 8 out of 20

Common mistakes candidates made in this question

In part (a), a common weakness was to explain the concept of ‘the terms of trade’ in relation to the volume of
exports and imports and not to the relative prices of exports and imports. Some candidates thought that ‘the
terms of trade’ referred to terms and conditions of trade, i.e. the trading arrangements between countries,
making no reference to the relative prices of exports or imports at all.

In part (b), a common weakness was to focus on either the possible positive effects or the possible negative
effects of a favourable change in the terms of trade, but not both. Relatively few candidates offered very
much evaluation, despite the word ‘overall’ appearing in the question. There were some vague references to
elasticity and a few candidates referred to the Marshall-Lerner condition, but unfortunately this concept did
not seem to be fully understood by many candidates.
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