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Introduction

Overall the paper was considered to be of a slightly more demanding standard than the previous year,
but it differentiated between candidates well. In general student performance was at a good level,
with answers showing a firm grasp of the requirements of the specification. The majority of entrants
knew how to recognise the evaluation command words, and made good attempts at demonstrating
this higher-order skill.
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Question 1(a)(i)

In general this question was well understood and the data was referred to. The best answers
recognised either that the price level was rising less fast when the inflation rate was falling
(disinflation) or that the RPI experienced a period of deflation.

(a) (i) With reference to Figure 1, explain what happened to the price level in the
period shown.
(6)
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Examiner Comments

Examiner Tip

2 marks were awarded for the definition at the end of the Refer to the data when possible and

first paragraph. The second paragraph achieved 2 marks especially when the question requests it.
for refering to the data. The final sentence correctly
identified deflation in the RPI whilst recognising inflation
slowed. Potentially 2 marks for each point, but this
response easily reached the maximum of 6 marks.
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(a) (i) With reference to Figure 1, explain what happened to the price level in the
period shown.

(6)
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Examiner Comments

The penultimate sentance earns 2 marks for reference
to the data and the final sentence correctly identified
the trend in the price level gaining another 2 marks.
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Question 1(a)(ii)

Candidates were familiar with the M.P.C.’s target and the tolerance. Many commented on the period
of time the CPI was in or out of tolerance and explained how interest rates might have been used to
try and manage inflation. Strong candidates successfully evaluated and many explained the difficulty
of managing the impact of the recession.

(i) With reference to Figure 1, and your own knowledge, to what extent has

monetar y, as conducted by the Monetary Policy Committee, been

aduccess
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Examiner Comments
Four marks are obtained in the third sentence where the target and tolerance Examiner Tip
are correctly identified. Another four marks are earned for a correct explanation
of how interest rates can be used to bring inflation back into tolerance. Although there are some wayward
comments in this answer the

candidate does enough to earn
full marks.

On the final page in the new paragraph a couple of marks were awarded for
evaluation as the candidate recognised that it takes time for interest rates
to have their full effect.
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(i) With reference to Figure 1, and your own knowledge, to what extent has
monetary policy, as conducted by the Monetary Policy Committee, been
a success?

(12)
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Examiner Comments

In the second paragraph four marks are awarded four identifying the target and
that the inflation rate successfully fell towards target. Another 4 were obtained
for explaining how interest rates could have been used to control inflation. At
the bottom of the first page benefit of the doubt was given and the candidate was
awarded 2 evaluation marks for explaining that the inflation rate was was out of
tolerance but not out of control.

On the second page in the final paragraph a further 2 evaluation marks were awarded

for recognising that the business cycle caused fluctuations in the rate of inflation.
.
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Question 1(b)(i)

The majority of candidates understood what was meant by a fall GDP at constant prices, but the
question did effectively differentiate between candidates.

(b) With reference to Figure 2,

(i) Explain what is meant by a fall in Gross Domestic Product at constant prices.
(4)
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Examiner Comments

Examiner Tip

Two marks were awarded for the definition
but there was no reference to the data.

Try to use different words from the word
you are trying to define!
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(b) With reference to Figure 2,

(i) Explain what is meant by a fall in Gross Domestic Product at constant prices.
(4)
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Examiner Comments

This student gets 1 mark for the definition in the first sentence.
However the second and third sentences suggest that the
candidate is confused about the data and the definition.




GCE Economics 6EC02 01

_

Question 1(b)(ii)

Again this question effectively differentiated between candidates with the most able students
accurately identifying two problems of comparison and evaluating. Typically answers referred to two
of the following: the black economy, the effect of exchange rates, population growth’s impact and
alternative methods of measuring development.

*(li) Discuss two problems of comparing the economic growth of the UK and
developing economies using GDP as a measure. o)
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Examiner Comments

On the first page this candidate obtains 4 marks for the explanation of the
effects of the black economy and a further 2 evaluation marks for explaining
the reasons for the relative magnitude in different countries.

On the second page 4 marks were awarded for identifying an increasing
population as a possible source of GDP growth and there were 2 evaluation

marks for identifying GDP per capita as a more useful measure in this context. J
.
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This is an excellent answer in which the candidate exceeds the maximum marks available.

*(il) Discuss two problems of comparing the economic growth of the UK and
developing economies using GDP as a measure.
(12)
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Examiner Comments

4 marks were awarded on the first page for recognising that currency values can distort comparison
and PPP can help resolve this. There were 2 evaluation marks for stating that GDP figures were
relatively straight forward and easy to obtain.

The second page contained three sets of 4 marks for the discussion of the distribution of income,
the Human Development Index and black economy. The second set of evaluation marks came from
stating that GDP per capita could be a helpful measure in throwing light on the nature of the growth. J
|\

J
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Question 1(b)(iii)

Candidates found this question difficult. However a significant minority managed to described a
scenario where the government’s policy responses to over/under-estimated growth might cause a
recession/inflation.

(i) Analyse two possible implications for macroeconomic policy of inaccurate
forecasts of GDP growth data.
(8)
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Examiner Comments

4 marks were awarded for the explanation of the fiscal
stimulus causing inflation in the second paragraph.
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(lif) Analyse two possible implications for macroeconomic policy of inaccurate
forecasts of GDP growth data.

(8)
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Examiner Comments Examiner Tip
In questions that start with “analyse” it is
unlikely that extra credit will be awarded for
stating the same arguments in reverse and so
the candidate unnecessarily wasted time writing

4 marks were awarded for the deflationary effects of
unnecessarily contractionary fiscal policy and a further
4 were earned for the tighter monetary policy.

them out on the second half of the answer.

L




GCE Economics 6EC02 01

Question 1(c)

Although this topic can be considered to be more challenging then most, this question was answered
well. The answer to the effect of negative economic growth was actually stated at the end of the
first paragraph of Extract 1. This then left candidates to explain how this might have come about and
most described how more low skilled workers tended to be laid off first because of lower redundancy
costs and ease of replacement. Better answers explained how richer people tend to have more secure
income from their jobs and their investments.

(c) With reference to Extract 1, analyse the possible impact on the distribution of
income of negative economic growth,
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Examiner Comments

This candidate recognised from the extract that the distribution
of income had become more unequal and was awarded 2 marks
for this. A further 4 marks were obtained for explaining that
there would be less disposable income as a result of higher

unemployment amongst lower income individuals.
- J
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(c) With reference to Extract 1, analyse the possible impact on the distribution of
income of negative economic growth.

(8)
T S N O B AN l‘web
do 00 a0 GEKNCE.. LA DI
’\g{vu\)_\’\. Tlfu(—{ LA_DLM ........... LC—ZQ.. ............... .

VS NN SR VE YW S ) o V7V S 1.0 V- S PeaEbe....

SWLL - x S 2= WO . S ST S 7)Y V=R (AL

g&\):(@-ﬁ VJIULO’fQu‘“‘-"‘, A B = Lo,\\j et .o o W 17\4.._3

AaAA lose o Heen SR .

_____ A PP MO G CAfA RN

2 = - 7 W— et BB .‘f.'.'um-}... T e >N U S 7 ¥ =¥ S e V=

. [G{”ﬂ_;) b ML&_ . Cf‘ ....... C:L ........... 'LMU ......... ‘-/"CO’*‘C ........... Q_f}rvb‘vﬂ e

b Comt

_ ]'\Q-f_’)\r\ﬂ-cf Gt <Ey oV, e THING... A Adistoonihion L8

. 'i.lu»-a.@...vf T there o Lireia == T .\E-u:._

J

8 1
redondencien o edA S DS S DO

Examiner Comments

Although the benefit of the doubt was given on a couple of occasions in this answer the
candidate did enough to achieve full marks. The were 2 marks for identifying greater
inequality and a further 4 marks for explaining how unemployment will affect those with lower
savings more. Similarly a further 4 marks were awarded for the explanation of the greater
reduction in the availablity of funds for lower income groups. The maximum was 8 marks.
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Question 1(d)

The vast majority of candidates correctly drew an AD/AS diagram illustrating the impact of supply-
side measures on real output and the price level, and identified the three main effects in the extract.
Possible remedial supply-side policies tended to refer to education and training, but were rather vague
and did not explain how the unemployed might be given vocational training. Similarly deregulation
and privatisation were frequently offered as a solution to the destruction of capital stock, but without
actually suggesting which industries they might be implemented in. The use of government grants

or tax breaks and even the development of university research to encourage R and D tended to be
well applied. Most candidates provided some suitable evaluation but it was not always developed.
Candidates found it easier to score more highly on this question than question 2d.

*(d) Assess the effectiveness of supply-side measures that the government could use

to deal with the problems outlined in paragraphs 3, 4 and 5 of Extract 1.
(30)
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Examiner Comments

On the first page there were 2 marks for the explanation of supply-side policies effect on AS. The second
paragraph obtained 4 marks for the discussion over reducing trade union power. The final paragraph discussion of
privatising industry was awarded 4 marks despite not being very clear about what industries would be privatised.

At the top of the second page there were 2 evaluation marks for recognising that privatisation takes time to
deliver. There were 4 marks for the effects of corporation tax in the next paragraph and 4 evaluation marks were
awarded for qualifying the success of this policy below the diagram.

4 marks were awarded for the diagram for demonstrating the impact of the AS shift to the right.

The mark allocated for labelling the equilibria was given despite the original price level not being marked. The
original output was indicated and as the problems in the question were to do with output the benefit of the doubt
was given.

By the bottom of the second page the candidate had achieved all 18 marks for Knowledge, Analysis and Application.

A further 4 marks were awarded for immigration and on the third page 2 marks were awarded for evaluating the
possible effects of immigration.

In order to give the candidate maximum marks the 4 marks for the trade unions were dropped in favour of the
4 marks for immigration and additional 2 evaluation marks. KAA remains 18 marks and there were 2 + 2 + 4
kevaluation marks.
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Examiner Tip

Use paragraphs as it demonstrates you have structured your
answer and helps to guide the reader through your essay.

This candidate showed excellent exam technique by tackling the question directly and so earned high
marks very quickly.

*(d) Assess the effectiveness of supply-side measures that the government could use
to deal with the problems outlined in paragraphs 3, 4 and 5 of Extract 1.
(30)
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Examiner Comments

The candidate starts the answer very efficiently earning the full 6 marks for identifying the impact
of supply-side policies on the AS curve and drawing an accurately labelled diagram. 8 marks were
awarded for the explanation and evaluation of education and training at the bottom of the first
page and the top of the second page.

On the second page in the second paragraph there were 4 marks for education and training and in
the third paragraph 2 evaluation marks were earned.

On the third page the second paragraph achieved 2 marks for deregulation, but with the 4 further
marks for abolishing the minimum wage in the next paragraph the KAA reaches 18 marks and these
2 marks are not counted. In the final paragraph 2 evaluation marks were credited for identifying
increased income inequality. The lack of fairness wasn’t clearly explained so wasn’t credited.

g
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Question 2(a)(i)

This was answered well with many students gaining full marks. Some students did not refer to the
extract or found it difficult to explain how the deficit might be increased.

(a) (i) With reference to the information in Extract 1, explain what is meant by

‘a modest increase in the fiscal deficit’ (line 7).
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2 marks each for definition, increased government
spending and reference to the data.
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_

Question 2(a)(ii)

Most candidates explained the shift in the AD curve, drew the diagram and correctly identified the
effect on the price level and output. The explanation of the multiplier was more challenging for some,
but many students described it effectively. A number of candidates did not provide evaluation, but
those who did evaluate typically developed their points well enough to be awarded the full 4 marks.

(i) Mlustrating your answer with an aggregate demand and aggregate supply
diagram, evaluate the likely effect of an increase in the fiscal deficit on the
level of real output and on the price level. Refer to the multiplier effect in
your answer.
(16)
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Examiner Comments

On the first page 3 marks for the diagram, 4 for price level and output increases,
and 2 for the reference to the injection reach the maximum of 8 marks.

On the second page there is 4 for an evaluation of the tax rate, followed by 4
for the multiplier reaching full marks. In addition there is a further 4 marks for
evaluating the multiplier.

On the third page there are 2 evaluation points each would have received 2 marks:
for other factors and time lags.
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(ii) Nlustrating your answer with an aggregate demand and aggregate supply
diagram, evaluate the likely effect of an increase in the fiscal deficit on the
level of real output and on the price level. Refer to the multiplier effect in
your answer.
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Examiner Comments

On the first page 3 marks for the diagram, 4 for price level and
output increases, and on the third page in the final paragraph 2
for the reference to an injection reach the maximum of 8 marks.

On the second page 4 evaluation marks for the explanation of
consumption having larger effect than government spending.

No marks for the multiplier.
\




GCE Economics 6EC02 01

_

Question 2(b)(i)

In general candidates responded well to a piece of data that was not immediately accessible. Most
identified that imports had fallen and referred to the data before explaining the effect on the current
account deficit. Only the best answers identified that exports had not risen but had actually fallen
less fast than imports.

(b) (i) Explain the impact on aggregate demand of the fall in the size of the current
account deficit in 2009, as represented in Figure 1 by ‘Exports - Imports.
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Examiner Comments

The total mark is 5 out of 6 marks.

2 for correct data (29%), 1 for explanation of imports falling, 2 for the impact on AD.
J
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(b) (i) Explain the impact on aggregate demand of the fall in the size of the current
account deficit in 2009, as represented in Figure 1 by ‘Exports - Imports.
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Examiner Comments

2 for withdrawal, 2 for AD impact and 2 correct data (29%).
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Question 2(b)(ii)

Most answers identified at least one reason for the fall in consumer expenditure and referred to
the data. The most popular reason given was rising unemployment and where a second reason
was provided a common response was the negative wealth effect. Candidates found evaluation
challenging in this question.

*(ii) With reference to Figure 1, discuss two likely reasons for the fall in consumer
expenditure in 2009,
(14)
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Plus

Examiner Comments

First page: 2 for data and fall in income in the second paragraph and 2
for evaluation in the third paragraph.

Second page: 4 for negative wealth effect and 2 evaluation marks for
a fall in consumption having the largest impact in the final paragraph.

J
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*(ii) With reference to Figure 1, discuss two likely reasons for the fall in consumer
expenditure in 2009.

(14)
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Examiner Comments

First page: 2 for data, interest rate argument was accepted and given 4 marks
and a further 4 for evaluation of the extent and timing of the impact. The last
paragraph was awarded 4 marks for consumer confidence and unemployment.
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Question 2(c)(i)

Most students understood this question clearly and gained full marks for good explanations of the
exchange rate.

(c) (i) Wwith reference to Figure 2, explain the term exchange rate.
(4)
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Examiner Tip

It is better if the data is also referred to as well as the year.
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Question 2(c)(ii)

This calculation question differentiated between students. Those students that showed their working
usually obtained some credit even if their final answer was wayward.

(i) Using the data in Figure 2, calculate the percentage change in the value of
the pound against the Euro between 2004 and 2009,
Fu ko oL $ (4)
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Plus

Examiner Comments

Examiner Tip

Show your working in case you make a mistake in the calculation so
the examiner can credit you for the part of the process you got right.
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(i) Using the data in Figure 2, calculate the percentage change in the value of
the pound against the Euro between 2004 and 2009,

. (4)
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Examiner Comments

Showed working and although the final answer could have been
presented more clearly the full 4 marks were awarded.
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Question 2(d)

Candidates found this a demanding question. Definitions tended to be adequate but not
comprehensive, typically only referring to exports and imports. On the whole the analysis was well
done, particularly the effects of the exchange rate changes. However a number of responses did
not refer to Figure 1 when explaining consumption and investment. Unfortunately they incorrectly
assumed investment and consumption had risen. There were some excellent responses to this
question, but on the whole evaluation was rather limited. It was good to see students use examples
and their knowledge of policies in the current economic climate.

This was a good answer and the candidate did enough to achieve full marks.

*(d) Evaluate the likely effects on the UK's current account of the balance of payments
of changes in consumption, investment and the exchange rate of the pound
sterling (£), as shown in Figures 1 and 2.

(30)

e ke uareny | accowsy 0} tea  balwnwe gy paswasks (1

Owpossd oM W andl o} Qcqpork R fa Uis o olma  cornkrres

one tas Wl of  wapork, Rorewa | ol unk¥@ te ta Ui,

From 2008 4» 2009,  consumpbion oMl by. .. 3%. 1.
amsumption.. e Lalko . the \ortd o}  import> ag UBdly to LU, T

Mo b —fpdig——Oteesw- O moou e comfuran o

ney. owhy  Arsnding.. 85 \n TWMC ot . €eMOYMy Do alfe  /ponding
\25» oM awdoo-nd mmeow abropae , _a{wz Wg

vk ol O b redmse  tua  defal  ow fe  Ukels
Carrheir  OcoOumnk .

Tivestwens by Koy o URely | ke wmprowe b . gudiby d
teakr  goode and  Servicer . omd . Moy alp.. . Mdue  tt pnier g

har  preduc  oa tur(vewasny | ey b ainied ok making
bt o moe . e Tharee o0 tue et 4 wedmeny

ﬁ:ﬁ--“’ may be fhab M. lowd o)  eqorb fulis., s (won
o woesge  tw  sefok o (he  auwesr  ALcoww |, Dgmngimg

obread ol oPlwing  Gpode ond  grutes ok lovks paeee  ond belles
Gualiby . Ba—tHe—toe—er—r due Ao noeasd  aves hueak,
e UK Wl por ke obh o ompllt ane (retfre fue
(rtd gt aporh eoil L, | o | | |
Fom  R00e & 2009 , tw pwad  fhenglused




GCE Economics 6EC02 01

Uk, hoa sk e ot o e ogerk o Wy B
(horpat, Havlbing G4 O it i bw defur o b eme
Gutenr  accounr, Howe R gops B foor  due value ¢

roa‘,duw.\amd Ogau o ewre,  Th) meare  tusk
Man  ond  bumasm A tue  Bupime  wil f fnd fuak

Gaods ond JUWS (n tug Uik Mot jeeowi  chemjany, oo
Qe BILPS Yol P adbhaa  fue pree gl
ro_w_w srvige bea E.mmwvmwﬁ» e
Hox cn b i, b o bt Uk Moy s an roeale
w o expprk te b Ruves OM 0 Qﬂ..m_vfuh Ponha
Evvtne, Lth Lol pelluce  fua J2Rur on fug  cussms accondt
T edewr  te plon  canges  wn coufumption Wil
oo bun . UkS . osear accowr  Opmd  m  tw ?Jdﬂﬂ“,j‘{)

bmond Rr e ond  imperh. G Ye  gastioky of  dumand
?or..tﬁf'fh_is WAtk ) o change stv"bﬁ v MW?C" |
offok ket o} ok, (b Mey offror T o4 4
?..d, ond  Sevvies bw,b wikin  he Ufs. W W
M"#Jb—-tﬂ"'ﬂ'ﬂf“l (ot o 4 ﬂ/}vﬂﬂ e aSsure (L@

aceut o W auemw agant A poluced, —we—no— )
LR S twe cak.. New{-n s owd (ol
4 axpark b obwr comtwtr. TP ter ) on. ewn gmwﬁ.u

4. ek, (s te UK. fwon  te (du o vyperk > ba

Wk, Gu defer ae hwo  qurrttt  wcomak il aekveliy b




GCE Economics 6EC02 01

e of westwsnd g yreally  fen 4 fue

o e UK oupew  acommr s h« ﬁw!’ ron, ’ﬂv eﬂ{’eao

b Pt 2001 ThoRe b U dbholr s concbeds Aok
A ﬁ,u A vtk G edue  fwe et o) Qugerh o bewe

g

O e 00 ol (sofavy. . ek e curehcrey e Nose Ak felen

Examiner Comments

First page: the full 6 marks were awarded for the definition of the components of the
current account in the first two paragraphs. Implicit understanding of the trade in goods
and services was shown in paragraph one of page two. The second paragraph gets 4
marks for the effects of falling consumption. There are 6 marks for the effects of falling
investment in the third paragraph.

Second page: in the top half of the page 6 marks were awarded for the effect of changing
exchange rates. The maximum of 18 for KAA is achieved. In the bottom half of the page
there was 4 evaluation marks for elasticity.

Third page: 4 evaluation marks for investment and 4 evaluation marks for exchange rates.
L J
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*(d) Evaluate the likely effects on the UK's current account of the balance of payments
of changes in consumption, investment and the exchange rate of the pound

sterling (£), as shown in Figures 1 and 2.
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Plus
Examiner Comments
There are 4 marks for definition; 2 marks in the first paragraph and 2 marks at the

end of the second paragraph in the implicit reference to the trade in goods. In the
second paragraph there are 4 marks for the effects of the exchange rate changes.

D ENIE )

There are another 2 marks for exchange rates at the top of
the second page. In the third paragraph there are 2 marks for
investment and a further 2 marks for evaluation of investment.
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There was a 3:2 split in favour of answering question 1, probably as a result of the more well-prac-
tised concepts being assessed in 1d, which was a relatively straight forward question and gave stu-
dents the opportunity to display their skills. Candidates who chose question 2 tended to score more
highly on the shorter parts of the question than those who did question 1, and thus the two ques-
tions' mean scores were very similar. For example 1 biii was a low scoring question on average. None-
theless there were many excellent answers to 1biii as well as 1d and 2d.

This paper did challenge candidates. The data reflected the very different economic circumstances
of a recession and therefore required understanding of different policy choices from previous years.
Many entrants showed considerable awareness of the current state of the economy and some were
truly outstanding in their using this information to help them evaluate. This real interest in the
economy was evident in many papers, and was easy to credit within the flexible mark scheme.
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Grade Boundaries

Grade boundaries for this, and all other papers, can be found on the website on this link:

http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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