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Introduction

This summer’s paper was considered to be of a similar standard to previous papers. In
general candidate performance was at a high level, with answers demonstrating a good
grasp of the requirements of the specification. The majority of candidates 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)

(@) () With reference to Figure 1, explain why it is necessary to regularly update the
_CPI basket of goods and services,

(6)
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Results+lus
Examiner Comments
2 definition, 2 tastes changing & example lipstick/gloss 2,

2 technology and 2 for example even though one didn't
replace the other — implicit understanding, 2 accuracy.
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(a) (i) With reference to Figure 1, explain why it is necessary to regularly update the
CPI basket of goods and services.
(6)
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Examiner Comments

2 for accuracy and example another 2, 2 for change in
technology and 2 for example even though one didn‘t
replace the other - implicit understanding assumed.
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Question 1 (a) (ii)

(i) Using aggregate demand and aggregate supply analysis, explain the likely
impact on the equilibrium price level and level of real output in the UK of the
“sharp increase in oil prices” (Extract 1, line 6),

(10)
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g\ﬂ ResultsPlus

Examiner Comments

Diagram 4 (awarded 1 mark for labelling axes despite price
level axis being incorrectly labelled), written description

of price level rise 2 and real output fall 2. No clear
explanation of the effect on the factors of production.

Examiner T|p

Label your diagrams accurately. Axes should be labelled
Price level and Real Output. The equlibria should be
indicated on the axes as well.
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(i) Using aggregate demand and aggregate supply analysis, explain the Jikely,
impact on the equilibrium price level and level of real output in the UK of the
“sharp increase in oil prices” (Extract 1, line 6).
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Examiner Comments

Diagram 4 and price level rise 2 and fall in output 2. 2 marks
for explanation of effect on costs of factors of production.

Examiner Tip

This diagram is correctly labelled.
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Question 1 (a) (iii)

This question seemed to be the most problematic for candidates overall, with a considerable
proportion of responses failing to make the explicit link between the pieces of information
in the extracts, and their effect on the price level. Many candidates seemed to be unaware
that the MPC have an inflation targeting mandate only, and instead focused their answers
on what the MPC might do in order to reduce unemployment or increase real GDP,

which earned them no credit unless it was linked to the price level. Evaluation seemed to
be a challenge for candidates, with many simply evaluating the effectiveness of monetary
policy itself to achieve its goals, rather than evaluating the usefulness of the information
for the MPC. Although many candidates found this question challenging for the reasons
mentioned above, it did discriminate between candidates effectively. Good candidates
answered this questlon well and scored hlghly
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N G ol goml'\ ...... ord venvau i W conmm,
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ResultsPlus

Examiner Comments

The first paragraph sets out how the MPC uses interest rates to achieve its
target. With that understanding set out the second and third paragraphs
achieves 4 marks each.The final two paragraphs on the second page achieve full
evaluation marks in the discussions about VAT and price elasticity of demand.
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(iii) Assess the usefulness of the information provided in Extracts 1 and 2 and
Figure 3 to the MPC when making interest rate decisions.
(12)
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The first and third paragraphs each received 4 marks.
Although not explained as clearly it might be, full marks
are awarded for evaluation on the second page.
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ResultsPlus

Examiner Comments
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Question 1 (b) (i)

-

(b) () What relationship might be expected between average earnings growth and
the unemployment rate?
(6)
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ResultsPlus

Examiner Comments

First paragraph gets all 6 marks.
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(b) (i) What relationship might be expected between average earnings growth and

the unemployment rate?
(6)
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Examiner Comments
In the second sentence there are 2 marks for grow of
average earnings and a fall in unemployment. A further 2
marks were awarded for the next sentence's explanation
of incentive. There was a further 2 marks for reference to

the Phillips curve.
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Question 1 (b) (ii)

(ii) Is the relationship supported by the data in Figure 2?
(4)
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ResultsPlus
Examiner Comments

2 for relationship and 2 for data.
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(ii) Is the relationship supported by the data in Figure 2?
(4)
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Examiner Comments

Both sentences achieve full marks.

Examiner Tip

When referring to data make sure you identify
the year(s) and the data point(s).
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Question 1 (c)

*{c) Assess the extent to which a sharp depreciation of the pound will improve the UK
current account of the balance of payments.
(12)
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Results+lus

Examiner Comments

2 marks were awarded for the definition in the first paragraph. Imports

in the second and exports in the third would both have received 4 marks
but the KAA cap of 8 marks was reached. There was no evaluation.
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*(c) Assess the extent to which a sharp depreciation of tr:;;ound will improve the UK
current account of the balance of payments. 2
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<J\/7 ResultsP

Examiner Comments

This strong answer achieves full marks easily. Imports 4,
exports 4 (KAA 8 max) and definition 2. The evaluation
marks reached 4 rapidly but could have been awarded as
follows; propensity 4, short run effect of interest rate rise
4, inelasticity of supply 2, and downturn 4.

Examiner Tip

Although this is an excellent answer, using paragraphs
communicates ideas far more effectively.

18 GCE Economics 6EC02 01



Question 1 (d)

-

*(d) Discuss the fiscal and supply side policies the UK Government could pursue to
reduce the rate of unemployment. Refer to Extract 2 and Figure 3 in your answer.

(30)
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Examiner Comments

This is not such a strong answer but it does
achieve full marks despite some weaknesses.
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Examiner Comments

This is an excellent answer that easily achieves full marks.
00 ResultsPlus
Examiner Tip

The best answers evaluate throughout. Note that this
answer is also well structured and makes good use of
paragraphs.

26
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Question 2ai

,

(@) (i) With reference to Figure 1, explain the term “rate of interest”.
(4)

Mat  coue.. cleeccle  fo. cleae Ao vate. of. mberes

n oy o have  aw (mpast .. o1 AD. i coree

Ut ng

abous , bt o Fw  ewd of ZECF i3 cleereaged cCe P o

ResultsPlus

Examiner Comments

Bank of England 2 and data 2.

(a) (i) With reference to Figure 1, explain the term “rate of interest”.

Examiner Comments

2 for definition and 2 for data.
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Question 2 (a) (ii)

‘ (i) Explain how a change in interest rates might affect the level of investment.
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ResultsPlus

Examiner Comments

4 marks for the explanation of the effect on
investment of a high cost of borrowing.
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(i) Explain how a change in interest rates might affect the level of investment.
(6)
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Examiner Comments

Low interest rates increase investment received
4 marks and the effects of the recession makes
a total of 6 marks.
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Question 2 (a) (iii)

(iii) With reference to Figure 2, assess the likely impact of a fall in house prices on

the economy.
(12)
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g\ﬂ ResultsPlus

Examiner Comments
ata 2. Negative wealth effect received the benefit of the doubt 2 and
the fall in consumer confidence, AD and output (in diagram) means
this answer reaches the maximum KAA of 8 marks. Then follows
several evaluation points including ones on time lags and exports,
each of which would have achieved 4 marks.
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(iif) With reference to Figure 2, assess the likely impact of a fall in house prices on
the economy.

(12)
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<J\4 ResultsPlus

Examiner Comments
Data 2. Was given benefit of the doubt on the negative wealth effect (2) and also
for consumption and AD (4) which reaches the 8 mark the maximum for KAA. 4
marks for evaluation is achieved in the last part of the final sentence of the first
paragraph. 2 marks could have been awarded for negative equity and a further 2
evaluation marks for the negative multiplier effect.
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Question 2 (b) (i)

-

(b) (i) With reference to Figure 3, explain two factors that could influence the level
of household saving.

ResultsPlus
Examiner Comments
Data 2, job security 2 and high interest rates 2.
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(b) ()  With reference to Figure 3, explain two factors that could influence the level ~
of household saving.

(6)
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Examiner Comments

Data 2, high interest rates 3 and job security 2. Maximum 6.
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Question 2 (b) (ii)

- - ——

(i) Using aggregate demand and aggregate supply analysis, explain the likely
impact on the equilibrium price level and the level of real output of an
increase in the savings ratio. Refer to Figure 3 in your answer.
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ResultsPlus

Examiner Comments

This answer easily achieves full marks.

‘OQ ResultsPlus

Examiner Tip

Note this graph is accurately labelled but it would have
benefited from the use of a ruler.
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(i) Using aggregate demand and aggregate supply analysis, explain the likely
impact on the equilibrium price level and the level of real output of an

increase in the savings ratio. Refer to Figure 3 in your answer.
(10)
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Examiner Comments

Full marks are efficiently achieved on the first
page in this answer.
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Question 2 (b) (iii)
%
*(iii) With reference to Figure 4, discuss two factors that might enable a country,

such as China, to achieve a rapid rate of economic growth, )
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g\ﬂ ResultsPlus

Examiner Comments

The benefit of the doubt was given to the
output definition as real GDP was referred to
half way down the page (2). Export-led received
4 marks and there were 4 evaluation marks

for the exchange rate point. There would have
been a further 4 evaluation marks for the price
elasticity of demand section but the maximum
for evaluation had been achieved. The data
reference was wrong as there was no fall in real
GDP. Similarly there would have been 4 for the
investment section and 2 evaluation marks for
the time lag point, however the maximum had
been achieved.
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*(iii) With reference to Figure 4, discuss two factors that might enable a country,
such as China, to achieve a rapid rate of economic growth.
(12)
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g\ﬂ ResultsPlus

Examiner Comments

The maximum of 8 marks for KAA is achieved through 4 for definition
and data and another 4 for government spending. There would have
been 2 for the diagram and 2 for the multiplier had the maximum not

been achieved. 4 for evaluation is obtained through the taxation and
future opportunity cost points (max. 12).

ResultsPlus

Examiner Tip

The investment point would have received 4 and there
would have been 2 marks for the evaluation of magnitude.
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Question 2 (c)

*(c) To what extent might rapid economic growth conflict with at least two other
macroeconomic objectives?
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Examiner Comments

A very good answer that easily earns 6 marks for the
objectives and diagram part of KAA, despite not labelling
the AS curve in the diagram. The marks were generated as
follows: Environment 4 with 6 evaluation marks, inflation 4
with 4 evaluation marks and the balance of payments 4 with
6 evaluation marks. With KAA of 18 this question also easily
reached 12 evaluation marks and achieved full marks.
Results¥lus

3
Examiner Tip

This response was efficiently laid out. It uses
paragraphs effectively to guide the reader and
evaluates throughout the answer.
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(

*(c) To what extent might rapid economic growth conflict with at least twe other
macroeconomic objectives?

(30)
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% ResultsPlus

Examiner Comments

The entrant correctly identifies at least one objective and the
diagram is well labelled which generates 6 marks. Each of
the conflicting objectives mentioned (balance of payments
deficit reduction, stable inflation and protection of the
environment) each earned 4 marks and 4 evaluation marks.
The 4 inflation evaluation marks were on the final page.
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Paper Summary

There was an 11:9 split in favour of answering Question 1, which suggests the questions
were similarly popular. Both questions had the same mean scores to the nearest whole
mark. Questions 2aiii and 2biii were relatively straight-forward questions and gave
candidates the opportunity to display their skills. Although many found 1aiii challenging
for the reasons mentioned in this report, the question descriminated effectively between
candidates, as some entrants answered this question well and scored highly. Question
1c had a marginally higher mean than 2aiii or 2biii offsetting the effect of 1aiii. There
were many excellent answers to the 30 mark essays in both questions. Most entrants
showed considerable awareness of the current state of the economy and some were
truly outstanding in 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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