
Examiners’ Report

June 2011

GCE Economics 6EC04 01



2 GCE Economics 6EC04 01

Edexcel is one of the leading examining and awarding bodies in the UK and throughout 
the world. We provide a wide range of qualifications including academic, vocational, 
occupational and specific programmes for employers. 

Through a network of UK and overseas offices, Edexcel’s centres receive the support they 
need to help them deliver their education and training programmes to learners. 

For further information, please call our GCE line on 0844 576 0025, our GCSE team on 0844 
576 0027, or visit our website at www.edexcel.com. 

If you have any subject specific questions about the content of this Examiners’ Report that 
require the help of a subject specialist, you may find our Ask The Expert email service 
helpful. 

Ask The Expert can be accessed online at the following link: 
http://www.edexcel.com/Aboutus/contact-us/ 

Alternatively, you can contact our Economics Advisor directly by sending an email to  
Colin Leith on BusinessSubjectAdvisor@EdexcelExperts.co.uk  
You can also telephone 0844 372 2187 to speak to a member of our subject advisor team.

Get more from your exam results
…and now your mock results too!

ResultsPlus is Edexcel’s free online service giving instant and detailed analysis of your 
students’ exam and mock performance, helping you to help them more effectively.

• See your students’ scores for every exam question

• Spot topics, skills and types of question where they need to improve their learning

• Understand how your students’ performance compares with Edexcel national  
 averages

• Track progress against target grades and focus revision more effectively with NEW 
 Mock Analysis  

For more information on ResultsPlus, or to log in, visit www.edexcel.com/resultsplus. 
To set up your ResultsPlus account, call 0844 576 0024

June 2011

Publications Code UA027741

All the material in this publication is copyright 
© Edexcel Ltd 2011



GCE Economics 6EC04 01 3

Introduction
REPORT ON 6EC04 JUNE 2011

General Comments

This was the second 6EC04 paper from the new specification launched in September 2008.  
The structure of the paper requires candidates to answer one essay question, divided into 
two parts, from a choice of three (worth 50 marks) and one data response question, divided 
into five parts, from a choice of two (also worth 50 marks).

Most candidates completed the paper in the time available but there was evidence 
that some candidates did not spend enough time on the last part of the data response 
question.

The paper appeared to be accessible for most candidates and differentiated well. The mean 
mark and standard deviation was lower than last year. The main explanation for the lower 
mean mark is that the essays were more challenging than last year, especially the part b 
sections.

Once again it was pleasing to see some superb responses which demonstrated breadth 
and depth of knowledge and understanding combined with a rigorous analysis and 
evaluation of the issues. In these answers it was evident that candidates answered the 
questions in context and had read beyond the syllabus. Such scripts are not only a credit to 
the candidates themselves but also to their teachers whose inspiration and sound teaching 
must have played a crucial role.

Some candidates struggled to express their views precisely and accurately. This is significant 
for the essays and those parts of the data response questions with an asterisk.  The quality 
of written communication is judged on the candidate’s ability 

• to present an argument and conclude on the basis of that argument

• to organise information clearly and coherently

• to use economics vocabulary appropriately

• to use grammar, spelling and punctuation appropriately

Section A:  Essay Questions

The most popular question was number 3 followed by question 1, with question 2 being the 
least popular.   Question 1 on the fiscal deficit provided an opportunity for those candidates 
who had studied the recent financial crisis to use their knowledge and understanding to 
good effect.  

Similarly, question 2(a) enabled candidates to apply case study material appropriately to 
explain causes of absolute poverty while question 3(b) allowed students to make reference 
to the current problems facing several Eurozone countries.  

In weaker responses there was frequently a failure to answer directly the question set; little 
knowledge about recent economic events; an inability to construct an argument and a lack 
of detailed analysis.
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Section B:  Data Response Questions

In Section B (data response) question 5 was more popular than question 4.   

Question 4 provided an opportunity to use economic analysis in the context of Sub-
Sahara Africa and there were many convincing answers.   However, in parts (c), (d) and 
(e) there was sometimes confusion between FDI, trade and aid.  The concept of economic 
development was not always clearly understood with respect to part 4(e).

Question 5 included questions about the WTO, exchange rates, trade imbalances and tariffs.  
Although the first two parts were answered quite well, the responses to parts (c) and (d) 
on trade imbalances were less convincing.  Given the significance of these in the global 
economy, centres would be advised to cover this area of the syllabus carefully.  It was 
performance on these questions which probably explains the slightly lower mean mark on 
question 5 as compared with question 4.

In weaker responses the data and information provided was frequently ignored or poorly 
understood; there was little analysis; and there was evidence of candidates not spending 
enough time answering the final part of the question.
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Question 1

This question was the second most popular choice for candidates.  The best answers to part 
(a) focused on the reasons for the increased size of fiscal deficits since 2008 and considered 
both the significance of automatic stabilisers and discretionary fiscal policy.  There were 
various weaknesses in responses: some candidates ignored the requirement to relate their 
answers to a particular question; others confused a fiscal deficit with a current account 
deficit.

In part (b) the best responses assessed the implications of cutting public expenditure and 
of raising taxes.  There was some very good analysis and evaluation of the Laffer curve.  
Weaker answers contained superficial analysis and/or only considered the effects of one of 
the two options.  Some of these seemed to think that raising taxes would reduce aggregate 
demand but cutting public expenditure would not.
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In part (a), knowledge of recent economic events marked out the best 
answers from the mediocre because these reponses usually considered 
both automatic stailisers and discretionary fi scal policy.

In part (a), knowledge of recent economic events marked out the best 
Examiner Tip

(a)  There is a good explanation of two aspects of discretionary fi scal policy followed by the 
impact of the fi nancial crisis on government tax revenues and expenditure.  There is some 
evaluation of these polices. Awarded 16/20 i.e. a Level 4 response.

(b) There is a consideration of a reduction in ‘crowding out’; and also of the impact of higher 
taxes on those on low incomes and on incentives to work.  The second point about higher 
taxes reducing consumption is less convincing because aggregate demand would also be 
reduced following a reduction in government expenditure.  This answer was awarded 18/30 
(Level 3 response)

Examiner Comments

(a)  There is a good explanation of two aspects of discretionary fi scal policy followed by the 

Examiner Comments
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Stronger and more detailed evaluative comments could have enabled the 
candidate to score a higher mark on both parts.
Stronger and more detailed evaluative comments could have enabled the 

Examiner Tip

(a)  The answer identifi ed and explained three factors which accounted for the rise in the 
UK’s fi scal defi cit, namely, expansionary fi scal policy; the imapct of rising unemployment on 
public fi nances and bank bailouts.  Although brief evaluative comments were  included, the 
most impressive one related to bank bailouts.  Level 4: 16/20
(b)  Several valid points were included i.e. disincentive effects of higher taxes; incentive 
effect of cutting unemoployment benefi ts; impact on inequality; and the impact of public 
spending cuts on local authorities.  There is a little evaluation on the second and fourth 
points so this answer was just awarded a level 4 mark - 22/40

Examiner Comments

(a)  The answer identifi ed and explained three factors which accounted for the rise in the 

Examiner Comments
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Question 2

Part (a) of this question was relatively straightforward and many candidates referred to 
case study material which they had studied.  A weakness was that some responses made no 
reference to a specific country and an alarming number of answers referred to Africa as a 
country.

Part (b) proved to be quite challenging but the best responses discussed the meaning of 
development and then considered the extent to which a reduction in absolute poverty was 
necessary for economic development.  The main weakness was the absence of a discussion 
of the meaning of economic development.
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In part (b), it is important to explain the possible links between a 
reduction in absolute poverty and economic development and also why 
these links may not be very strong.

In part (b), it is important to explain the possible links between a 
Examiner Tip

(a)  Four relevant causes of absolute poverty related to the Democratic Republic 
of the Congo are considered: corruption; civil war; drought and AIDs.  However, 
there is only a little evaluation in relation to drought and AIDs.  Level 4: 16/20
(b)  This answer was poorly related to the question.  However, some credit was 
given for comments on over-dependency on aid and impact on environmental 
sustainability.  Just Level 2: 12/30.

Examiner Comments

(a)  Four relevant causes of absolute poverty related to the Democratic Republic 

Examiner Comments
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The introduction to part (b) should include a discussion of the meaning of 
economic development.
The introduction to part (b) should include a discussion of the meaning of 

Examiner Tip

(a) Three causes of absolute poverty are identifi ed and explained: primary product 
dependency; debt and corruption.  There is good evaluation of the government debt 
issue.  Level 4: 15/20
(b)  The answer to this part focuses more on growth than to development but some 
valid points are made including reference to a larger, healthier workforce; improved 
infrastructure; increased FDI and greater willingness of banks to lend.  Not all these are 
explained convincingly and the evaluation is rather limited.  Level 3: 17/30

Examiner Comments

(a) Three causes of absolute poverty are identifi ed and explained: primary product 

Examiner Comments
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Question 3

In part (a) there was good analysis of trade creation and trade diversion in many answers.  
However, there was often inadequate discussion of the impact of the growth of trading 
blocs on the global economy.  Also this question caused problems for some candidates who 
interpreted trading blocs as meaning methods of protectionism.

Part (b) was generally answered quite well although some focused on less impressive points 
such as transiition costs.  Better responses considered the current crisis in the Eurozone as 
an argument against membership of a monetary union.
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(a)  Although there is an attempt to relate the points to the impact of trading blocs on the 
global economy, they are not developed or explained in much depth.  There is, however, a 
good evaluative comment on the accessibility of trading blocs to transantional companies.  
This answer was therefore deemed to be worth a top Level 3 mark of 14/20
(b)  Several relevant points are made and most are evaluated e.g. absence of 
transaction costs; price transparency and predictability; loss of independent monetary 
policy (explained well) and a thin point on transition costs.  This answer was therefore 
considered to be a Level 4 response: 24/30

Examiner Comments

(a)  Although there is an attempt to relate the points to the impact of trading blocs on the 

Examiner Comments

In part (a), high marks were only awarded to those who examined the impact 
of trading blocs on the global economy since this was specifi cally demanded 
by the question.
(b) Knowledge of recent events affecting eurozone countries would provide a 
useful backdrop to an examination of the benefi ts and costs of membership 
on a monetary union.

In part (a), high marks were only awarded to those who examined the impact 
Examiner Tip
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(a)  This is a very good answer which considers the issues of trade creation and trade 
diversion as well as implications for producers both within and outside the trading 
blocs.  19/20
(b)  Again, a well structured answer which identifi es and explains several relevant 
issues: reduction in transaction costs; price transparency; increased business 
confi dence; loss of independent monetary policy and individual exchange rate 
together with evaluation and conclusions.  Just level 5: 27/30

Examiner Comments
(a)  This is a very good answer which considers the issues of trade creation and trade 

Examiner Comments

This is a good example of an answer in which economic concepts are applied 
accurately and knowledge about current economic issues enhances the quality 
of the essay.

This is a good example of an answer in which economic concepts are applied 
Examiner Tip
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Question 4 (a) 

  Although there was a clear reference in the extract about the signifi cance of rising 
populations, many answers did not make the point that if the population is rising faster 
than GDP, then GDP per capita would fall.  There was also an absence of examples in many 
responses. 

 

 
 

  

 

 

 

  

 

In this answer there is a reference to the huge increase in population and then an 
example is included of where economic growth is less than the rise in population.  
Unfortunately, there is no consideration of the impact on GDP per capita.

Examiner Comments

In this answer there is a reference to the huge increase in population and then an 

Examiner Comments

Include reference to the relationship between population growth and the rate 
of economic growth.
Include reference to the relationship between population growth and the rate 

Examiner Tip
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Answer includes reference to rapidly rising populations and the possibility of a 
reduction GDP per capita.  However, there is no specifi c data reference to a country.

Examiner Comments

Answer includes reference to rapidly rising populations and the possibility of a 

Examiner Comments

In questions which make reference to the information provided, it is important 
to include relevant data references.
In questions which make reference to the information provided, it is important 

Examiner Tip
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Question 4 (b)

Many answers made good use of the material provided to explain why Growth rates in Sub-
Saharan Africa were higher than those in Advanced Economies.  Weaker answers went 
litlle further than identifying key factors from the extract and/or made no specific data 
references.
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This answer identifi ed several relevant factors including FDI, possession of raw 
materials, cheap loans and included appropriate data references.  However, there 
was very little explanation of the points made. 5/8

Examiner Comments
This answer identifi ed several relevant factors including FDI, possession of raw 

Examiner Comments

The command word in the question is ‘analyse’ so it is important to develop 
the points raised to show their signifi cance in explaining why the growth rate 
of Sub-Saharan countries was higher than that of Advanced Economies.

The command word in the question is ‘analyse’ so it is important to develop 
Examiner Tip
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This answer identifi ed two key factors: reliance on raw materials and the isolation of 
Africa’s banks.  The fi rst point was analysed well, gaining but there was no further 
explanation of the second point.  The data reference to Angolan oil was suffi cient to 
gain 2 application marks.  Mark 6/8

Examiner Comments

This answer identifi ed two key factors: reliance on raw materials and the isolation of 

Examiner Comments

It is important to explain the signifi cance of the points made in 
answering the question.
It is important to explain the signifi cance of the points made in 

Examiner Tip
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Question 4 (c)

The best answers considered a variety of benefits associated with FDI e.g. increased 
growth; increased employment; higher tax revenues; positive effects on the Balance of 
Payments and the outlined some disadvantages.  However, weaker answers confused FDI 
with aid and debt relief.
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 It is important to stick to the context of the question 
which, in this case, is clearly about the benefi ts of FDI. 
 It is important to stick to the context of the question 

Examiner Tip

 Benefi ts of FDI are identifi ed with brief explanation (1 + 1 marks) 
in the fi rst paragarph with the inclusion of appropriate examples (2 
marks).  The second paragraph includes a relevant evaluative comment 
(2 marks).  The last two paragraphs are not relevant because there is 
discussion about aid rather than FDI.    Total: 6/10 

Examiner Comments
 Benefi ts of FDI are identifi ed with brief explanation (1 + 1 marks) 

Examiner Comments
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 This answer shows the importance of using the information 
provided to gain high marks.   
 This answer shows the importance of using the information 

Examiner Tip

 In the fi rst paragraph there is 1 mark for identifi cation of improved 
infrastructure and 2 for the subsequent analysis.  2 marks are also awarded 
for the example in the last sentence. 
 In the second paragraph, there is a mark for analysis.  The last paragraph 
was awarded 3 evaluation marks.  Total 9/10     

Examiner Comments

 In the fi rst paragraph there is 1 mark for identifi cation of improved 

Examiner Comments
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Question 4 (d)

Some responses failed to focus on the benefits and problems associated with increased 
trade in primary products with BRIC countries.  Of those which did address the question 
directly, many did not apply concepts such as the law of comparative advantage or include 
examples of countries or products to illustrate the points made.
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 When discussing the benefi ts of trade, specialisation based on 
the law of comparative advantage would be a useful line of 
analysis and evaluation. 

 When discussing the benefi ts of trade, specialisation based on 
Examiner Tip

 The main problem with this answer is weak analysis. Two benefi ts are 
identifi ed: increased growth and reduction in absolute poverty (2) with some 
analysis of the second point (1).  Two examples of products are provided (2) 
and there is some evaluation in the second paragraph (2).  Total: 7/12. 

Examiner Comments
 The main problem with this answer is weak analysis. Two benefi ts are 

Examiner Comments
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 Points made should be supported by relevant analysis.  For example, 
the fi rst point could be developed by noting that exports are a 
component of aggregate demand and an injection and therefore, an 
increase in exports would cause a more than proportionate rise in 
GDP. 

 Points made should be supported by relevant analysis.  For example, 
Examiner Tip

 Two benefi ts are identifi ed but not explained well (2).  There is some 
evaluation at the end of the answer which picks the issue of primary product 
dependency mentioned in the extract. (2).  Total 4/12 

Examiner Comments
 Two benefi ts are identifi ed but not explained well (2).  There is some 

Examiner Comments
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Question 4 (e)

There was some very good application and analysis in answers to this question both 
in relation to the potential benefits of aid and to problems associated with aid.  However, 
weaknesses included an inability to relate aid to development and to a confusion between 
aid and FDI.
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 This is a brief answer suggesting that the time spent  answering it was 
insuffi cient. Given that the question is worth 15 marks it is important 
to plan time carefully. 

 This is a brief answer suggesting that the time spent  answering it was 

Examiner Tip

 Two points area identifi ed: reduction in absolute poverty and investment in human 
capital (2).  The latter point is developed so gaining 2 analysis marks.  The second 
paragraph makes reference to China (1) and includes a thin evaluative comment 
relating to conditions attached to aid. (1).  Total 6/15 

Examiner Comments
 Two points area identifi ed: reduction in absolute poverty and investment in human 

Examiner Comments
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 A further example would have obtained another application mark.  A further example would have obtained another application mark. 

Examiner Tip

 Reduction in absolute poverty is identifi ed and briefl y explained in the fi rst 
paragraph (1 + 1).  This is followed by a brief evaluative comment in the next 
paragraph (1).  The improvement in human capital is explained in the third 
paragraph ( 1 + 2).  The fi nal paragraph includes the example of China (1) and 
some evaluation relating to corruption. (2).  Total 9/15 

Examiner Comments

 Reduction in absolute poverty is identifi ed and briefl y explained in the fi rst 

Examiner Comments
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     Question 5 (a) 

  This question was answered well: most answers referred to the key role of the WTO in 
reducing trade barriers and many referred to its role in settling disputes, giving an example 
from the extract or from their own knowledge. 

 

 

  

 

 

 

 
 

 This answer shows that the fi rst 3 marks may be gained by a very 
succinct outline of the main functions of the WTO.  
 This answer shows that the fi rst 3 marks may be gained by a very 

Examiner Tip

 The fi rst sentence gains 3 marks for identifying 2 key roles of the WTO.  This is 
followed by an example relating to Brazil which gains 2 application marks. 5/5 

Examiner Comments

 The fi rst sentence gains 3 marks for identifying 2 key roles of the WTO.  This is 

Examiner Comments
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 When there is a reference to the extract, it is important to include an 
example of the work of the WTO. 
 When there is a reference to the extract, it is important to include an 

Examiner Tip

 This response explains the role of the WTO in terms of promoting free trade and 
settling disputes but does not gain any application marks.  3/5 

Examiner Comments
 This response explains the role of the WTO in terms of promoting free trade and 

Examiner Comments
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    Question 5 (b) 

  This question was generally answered well and most candidates examined the effect of 
the undervaluation of the Chinese currency on the price of imports and on the US current 
account including specifi c data references.  Better responses went on to consider other 
implications e.g. for employment in the US. 

 

 

  

 

 
 

  

 

 The points identifi ed need to be explained to gain all the 
analysis marks. 
 The points identifi ed need to be explained to gain all the 

Examiner Tip

 The marks are gained in the second paragraph for identifying two points (cheap 
imports and increase in current account defi cit) with some explanation of the 
fi rst point (2 + 1).  The penultimate line gains 2 application marks for specifi c 
reference to US debt.  5/8 

Examiner Comments
 The marks are gained in the second paragraph for identifying two points (cheap 

Examiner Comments
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 It is important to use the data as this candidate has done 
rather than writing a purely theoretical response.  2 marks 
are available for a reference to the information. 

 It is important to use the data as this candidate has done 
Examiner Tip

 In the fi rst paragraph, the increase in imports is identifi ed (1) and there is a 
specifi c data reference relating to the increase in the size of the US trade defi cit 
(2).  A further point relating to increased unemployment is identifi ed (1) and 
explained (3) in the second paragraph.  Total 7/8 

Examiner Comments
 In the fi rst paragraph, the increase in imports is identifi ed (1) and there is a 

Examiner Comments
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Question 5 (c)

This is the first time that a question has been set specifically on the subject of trade 
imbalances and it proved to be quite challenging for many candidates.  Nevertheless, there 
were some impressive responses which analysed the effects of an increase in savings on 
consumption, imports and on the trade balance and then went on to consider the possible 
link between increased savings and investment. Evaluation included comments on the size 
of the US trade deficit; and the possible effect of changes in the value of the dollar but such 
comments were relatively rare.
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 The theme of trade  imbalances is mentioned in the syllabus 
and given its signifi cance for the global economy, this is an 
area which should be studied carefully. 

 The theme of trade  imbalances is mentioned in the syllabus 
Examiner Tip

 This answer received 2 marks for the fi rst paragraph which identifi ed the impact 
of higher savings on imports and the trade defi cit.  The second paragraph was 
not considered worthy of credit. 

Examiner Comments

 This answer received 2 marks for the fi rst paragraph which identifi ed the impact 

Examiner Comments
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 Including a specifi c reference to the size of the US trade defi cit is a 
good strategy both in terms of application and evaluation. 
 Including a specifi c reference to the size of the US trade defi cit is a 

Examiner Tip

 In the fi rst two sentences there is identifi cation of the impact on consumption 
and its impact on the trade defi cit (1 + 1).  There is then good analysis of the link 
between savings and investment (2).  The last paragraph makes a specifi c data 
reference to the US trade defi cit (2) and good evaluation (3).  Total 9/10 

Examiner Comments

 In the fi rst two sentences there is identifi cation of the impact on consumption 

Examiner Comments
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Question 5 (d)

In the past, questions have been set on the implications of a trade deficit and many 
candidates interpreted this question in this way.  The best responses considered the 
implications of both trade deficits and surpluses, examining both the reasons why each 
may or may not be a cause for concern.  Relatively few candidates provided examples 
of countries with trade surpluses or deficits.  In general, this proved to be a challenging 
question and candidates struggled to analyse and evaluate their points.
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 Answers could consider why trade defi cits or trade surpluses are a 
cause for concern and then examine the counter arguments. 
 Answers could consider why trade defi cits or trade surpluses are a 

Examiner Tip

 2 application marks were awarded for the examples provided in the fi rst paragraph.  
The second paragraph was irrelevant but 1 identifi cation mark was awarded  for the 
point made in the third paragraph.  Total 3/10 

Examiner Comments

 2 application marks were awarded for the examples provided in the fi rst paragraph.  
Examiner Comments
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 2 application marks could have been gained by giving examples of 
countries with larger trade surpluses or defi cits. 
 2 application marks could have been gained by giving examples of 

Examiner Tip

 The second paragraph identifi es a loss of competitiveness (1) as a cause for concern 
followed by analysis of the possible effects (2).  3 evaluation marks were awarded for 
the impact on the value of the currency.   A further identifi cation mark was awarded 
for the point about high employment being associated with a trade surplus and 
associated analysis (1 + 1).  The last paragraph earned the 2 remaining evaluation 
marks. Total 10/12 

Examiner Comments

 The second paragraph identifi es a loss of competitiveness (1) as a cause for concern 

Examiner Comments
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Question 5 (e)

Most candidates were able to draw an accurate tariff diagram and many included data 
references from the material provided.  The best responses considered the impact of tariffs 
by Mexico and Brazil on US producers in terms of sales, revenues, profits and possible 
implications for pricing and then went on to consider the implications for US consumers in 
terms of redundancies in US industries.  Given the wording of the question, credit was given 
to those who interpreted the question as the imposition of tariffs by the US.
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 Evaluation is worth 6 marks on this question so the omission of any 
evaluative comments was very costly. 
 Evaluation is worth 6 marks on this question so the omission of any 

Examiner Tip

 The tariff diagram was awarded 2 marks.  Following this there is an application mark 
for mentioning the revenue from the tariff to Brazil.  The analysis of the effects on US 
producers was worth 2 marks with a further 3 marks for the analysis of the effects on 
US consumers.  However, there is no evaluation.  Total 8/15. 

Examiner Comments

 The tariff diagram was awarded 2 marks.  Following this there is an application mark 

Examiner Comments
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 The analysis of the effect on producers could have been developed by 
considering the impact on sales; profi ts; pricing policy. 

Examiner Tip

 2 marks for the tariff diagram; 2 for specifi c data references (there are at least 3 of 
these); 2 for analysis of the implications for US consumers/workers and 6 marks for 
3 evaluative comments (at end of fi rst page; on the impact on consumers and on 
producers).  Total 12/15 

Examiner Comments

 2 marks for the tariff diagram; 2 for specifi c data references (there are at least 3 of 

Examiner Comments



GCE Economics 6EC04 01 83

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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