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Introduction
Overall this was felt to be an accessible paper, and reflecting this the mean mark was 
slightly higher than last year's paper.  In particular candidates found the 12 mark question 
requiring the use of AS/AD analysis to discuss the effects of a change in an economic 
variable on the economy (question 1(a)(iii) and question 2(b)(iii)) relatively straightforward, 
and more generally, AS/AD analysis was used well throughout the paper.  Candidates 
used the written data given to them well, but found some of the figures more difficult 
to interpret, and as such more practice at using economic charts and graphs may be 
beneficial.  That said, candidates are good at recognising where they need to make explicit 
reference to the data provided, and did, on the whole, make a good effort to do this in a 
way which added to their responses.  Both questions included one 12 mark question which 
candidates tended to find challenging (question 1(b)(ii) and question 2(a)(iii)), as they 
were perhaps a little different to questions that students had seen before, and so called 
for candidates to 'think on their feet' more.  Some students really excelled here, producing 
interesting, well-considered responses, which, in the case of 2(a)(iii) in particular, often 
came to an overall, reasoned conclusion, however others found difficulty in applying their 
knowledge of economic theory in an unpractised way.  The two 30 mark questions were 
generally well attempted, and on the whole responses included a good level of economic 
analysis.  Students are obviously aware of the need to evaluate their arguments in 
this question, but there is a noticeable gap between those who solely use very general 
evaluative points (e.g. there may be a time lag etc.), and those who are able to really apply 
evaluative points to the specific analytical points they accompany, and to explain them in 
detail.

The two questions were answered by approximately equal numbers of candidates, and 
although the mean score was slightly higher for question 1 than for question 2, there was 
not a large difference between performance on the two.
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Question 1 (a) (i)

This question was meant to be a very accessible introduction to the paper, and as such was 
answered very well by a majority of candidates.  Candidates who only gave the abbreviated 
formula for aggregate demand (AD=C+I+G+(X-M)) were only awarded 2 out of the 4 
available knowledge marks, but this did not affect many.  Reference to the data was well 
done, although candidates must make sure that they select the data that is most relevant 
to the question.  For example, references to changes in 'disposable income', 'earnings 
growth' and 'employment' were not credited unless they were explicitly linked to one of the 
components of aggregate demand.

The second paragraph of this response earned the 
maximum 4 knowledge marks for stating the components 
of aggregate demand in full.  The third paragraph earned 
the 2 available application marks, as the candidate 
referenced some data from the extract which was then 
explicitly linked to the components on aggregate demand.

Examiner Comments
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This response explains the components of 
aggregate demand in detail to earn all 4 
available knowledge marks, but makes no 
reference to Extract 1, so only scores 4 out 
of 6 marks.

Examiner Comments

Look out for questions including the instruction "With 
reference to ...." as this means that marks will be 
available for including explicit and relevant references to 
the stated extract or figure in your answer.

Use the number of lines given to help you decide how 
much to write in answer to a question.  Writing too much 
in response to the lower mark questions might mean that 
you run out of time to answer the higher mark questions.

Examiner Tip
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Question 1 (a) (ii)

This question was well answered by a majority of candidates.  The factors most commonly 
discussed were the interest rate and the level of business, or consumer confidence.  2 
marks were awarded for each factor correctly identified, and a further 2 marks were given 
for explaining why, or how, this factor influenced the level of investment in the economy, 
that is examiners were looking for an explicit link back to investment for these 2 additional 
marks.

This is a good answer to the question, which states 
two correct influences, and explains how each 
of them affects investment. The first paragraph 
which explains the role of the interest rate is worth 
4 marks, and so is the second paragraph, which 
explains the role of business confidence.

Examiner Comments

Look for specific instructions given in bold.  
Here it is important to note that you are being 
asked for two factors.  This means that you 
cannot earn full marks for explaining only 
one factor, and if you mention more than two 
factors, only your best two will be counted.

Examiner Tip
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This is a very detailed answer, which makes good 
use of Extract 1 to support the candidate's analysis, 
and explicitly relates the two factors considered to 
the level of investment.  The first paragraph earns 
4 marks, as does the second paragraph.

Examiner Comments

Hints as to possible answers to the questions 
are often given in the data provided, so do 
read it carefully and use it where relevant.

Examiner Tip
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Question 1 (a) (iii)

Candidates are obviously comfortable tackling AS/AD analysis questions, and as such most 
could explain the changes in aggregate demand and aggregate supply, draw a diagram 
to illustrate this, and then state and explain at least one effect on the economy of these 
changes.  As the question specifically asked for a diagram, a maximum of 4 knowledge, 
application and analysis marks were awarded for written analysis.  There was, however, 
much inaccuracy in the labelling of AS/AD diagrams, particularly in terms of using the 
microeconomic 'price' and 'quantity' labels for the axes, and less so, 'D' and 'S' for the 
curves.  Candidates must also remember to label the initial and final equilibria on their 
diagrams; this was sometimes omitted or done incorrectly, particularly when candidates 
were shifting both curves.  Most candidates made an attempt at evaluating their arguments, 
and as the 4 available evaluation marks were awarded as either 2+2 or 4 marks, many 
scripts achieved all 4 evaluation marks.  Despite this apparent success, however, candidates 
must be wary of using the same rote learned evaluation points in all situations, for example 
a good number analysed the effects on the economy of just a decrease in aggregate supply, 
but then said that the magnitude of these effects was dependent on the level of spare 
capacity in the economy (or elasticity of the aggregate supply curve), which is obviously 
incorrect.
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In this response the candidate has labelled the x-axis of their AS/
AD diagram 'Quantity'.  As this has a definite microeconomic 'feel', 
the diagram as a whole is only worth 3 out of the 4 available marks.  
The candidate goes on to explain the effects of the reduction in 
investment on the economy, earning 2 marks for their mention of 
an increase in the price level ('cost-push inflation), and a further 2 
marks for 'negative growth' at the top of the second page (although 
the end of this sentence, which is written in terms of the 'quantity 
of goods demanded' is incorrect).  The candidate makes no attempt 
at evaluation, so this response earns 7/12 marks.

Examiner Comments

Learn the command words which 
tell you that you must evaluate your 
answer: they are evaluate, discuss, 
assess, to what extent, and examine.

Examiner Tip
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This response achieves full marks.  The AS/AD diagram shows a 
correct shift and is fully labelled earning 4 marks; the candidate 
identifies and explains the likely effect on the current account of 
the balance of payments for 4 marks; and additionally identifies 
negative economic growth.  The discussion of the effect of the 
elasticity of the AD curve warrants 2 evaluation marks, as does 
the discussion of a possible time lag.

Examiner Comments
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Question 1 (b) (i)

Many candidates found this to be a challenging question.  The first issue was not referring 
to the time period as specified in the question ("from 2010"), as many candidates focused 
their responses on the earlier rise in the savings ratio, which severely limited the marks 
available.  Definitions, or explanations, of the multiplier were marked fairly leniently, 
but many attempts were still too vague, or incorrect to earn the 2 available marks.  The 
best approach here was either to have learnt a more formal definition (for example, "the 
multiplier is the ratio of a change in equilibrium real income to the autonomous change 
that brought it about"), or to describe the process through which one person's spending 
becomes another person's income, and so money travels around the circular flow of income 
more than once.  Finally, many candidates did not actually answer the question, as they 
simply explained why a multiplier effect would occur, or stated that in this case there would 
be a positive multiplier effect, rather than identifying that there would likely be a LARGER 
multiplier as the savings ratio fell.
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The first paragraph of this response earns the candidate the 2 
available data reference marks, as they give figures for the savings 
ratio from two relevant years.  In the next sentence, the mention 
of people "spending more of their disposable income" warrants 
another 2 marks, as does the explanation of the multiplier in the 
first sentence of the third paragraph.  Finally, the observation that 
the multiplier will increase is worth 2 marks for actually answering 
the question.  This response therefore earns full marks 8/8.

Examiner Comments

Remember to look out for definition marks!  
In this question, a definition or explanation 
of the multiplier is worth 2 marks.

Examiner Tip
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The first sentence of this response earns the 2 available marks 
for a definition or explanation of the multiplier.  The candidate 
then goes on to analyse the period up to 2010, so this does not 
gain any marks, however half-way down the page, he/she then 
gives data from the correct period (2 data reference marks), 
identifies that this will "raise the money spent in the economy" 
(2 marks), and hence increase the value of the multiplier (2 
marks).  This response therefore gains full marks (8/8).

Examiner Comments
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Question 1 (b) (ii)

This question was an excellent discriminator between higher and lower ability candidates, as 
students found the data relatively difficult to interpret, and a good answer required students 
to really apply their knowledge of output gaps to the data provided.  While most candidates 
could pick up the 2 knowledge marks for a definition of an output gap (either in words, 
or using a diagram), the 2 data reference marks available for identifying the (changing) 
size of the negative output gap were less frequently awarded.  More generally, many 
candidates were unaware that the negative output gap was closing, and indeed there were 
many references to the output gap "increasing", either because candidates find describing 
negative numbers challenging, or simply because the line had a positive slope.

In terms of identifying and explaining the effects of the output gap, marks were awarded for 
either a static analysis, in terms of a negative output gap means unemployed resources in 
the economy etc., or a dynamic analysis, in terms of the negative output gap closing, and 
so unemployment decreasing, average incomes rising etc.

Even very able candidates found it difficult to give valid evaluation of the effects that they 
had identified.  The most successful line here was to consider changes over time as the 
negative output gap closed, or to consider how rising inflationary pressures as the economy 
approached its potential output level may begin to hit export-based industries or consumer 
and business confidence, so that the positive effects predicted may not occur.

Finally, some candidates found being asked for "consequences" difficult, and tried to change 
the question to discuss possible causes of the negative output gap instead.
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The first paragraph of this response earns 2 marks for 
a definition of an output gap.  The second and third 
paragraphs identify various effects of the negative output 
gap: low incomes (2 marks); unemployment (2 marks); and 
low investor confidence (2 marks).  In the third paragraph 
there is also an identification and explanation of the effect 
on the government budget balance (4 marks).  The best two 
points are counted, plus the definition marks, which gives 
8/8 marks for knowledge, application and analysis.

The candidate makes no attempt at evaluation, and so the 
total score is 8/12.

Examiner Comments
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This is a good response which earns full marks.  There is a definition 
of an output gap (2 marks), and reference to the output gap being 
below -4% in 2009 (2 data reference marks).  The candidate goes 
on to explain the likely effect on unemployment (4 marks), and the 
government budget balance (4 marks), and therefore reaches the 
maximum 8 marks available for knowledge, application and analysis.

On the second page, the candidate evaluates their answer, discussing 
the changes likely to occur as the negative output gap closes, and 
the fact that unemployment tends to be a lagging indicator.  They 
therefore earn all 4 available evaluation marks too.

Examiner Comments
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Question 1 (c) (i)

This question was generally well answered, with most candidates understanding the need 
to give data from the Figure, either in terms of government expenditure and tax revenue 
as percentages of GDP separately, or simply the budget deficit as a percentage of GDP.  A 
few candidates did not actually answer the question, as they simply gave figures to show 
that government expenditure had risen, and tax revenue remained approximately constant, 
without linking this to the concept of a budget deficit, and this cost them the 2 available 
marks for stating that the budget deficit had risen over the period.

A minority of candidates were confused by the use of financial years rather than calendar 
years (i.e. "2002-03"), and interpreted this as two separate questions, that is as asking 
them to calculate the change in the budget deficit between the years 2002 and 2003, and 
between the years 2010 and 2011.  More practice working with economic data would help to 
increase students' familiarity with such concepts.

The first two lines of this response earn the 
2 available data reference marks, while the 
final sentence earns the further 2 available 
marks.  Overall this merits full marks: 4/4.

Examiner Comments
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In the final paragraph, this candidate identifies that 
the budget deficit has increased over time (2 marks), 
but does not include any explicit data reference in his/
her answer.  This response therefore earns 2/4 marks.

Examiner Comments



GCE Economics 6EC02 01 21

Question 1 (c) (ii)

Candidates found this 30 mark question more difficult than the equivalent part of question 
2, although as the reverse was true for the lower mark parts, this helped to equalise the 
mean scores on the two questions overall.

As the question was explicit in asking for strategies that could be pursued by the UK 
government, we did not credit references to changing the Bank rate or the money supply 
(although references to monetary policy in terms of changing the inflation target set for 
the MPC so as to encourage lower interest rates, appointing external experts to the MPC 
who might be more likely to vote for such low interest rates, and so on were, of course, 
allowed).

Candidates who were able to discuss the effects of specific policies (e.g. a rise in the basic 
rate of income tax, or a 10% cut on defence expenditure, rather than simply raising taxes 
and cutting government spending, often lumped together as one policy) tended to score 
higher marks, as their analysis was more detailed.

Overall, there seem to be two main lessons for candidates to take from this question: 
firstly, to read the whole of the question; and secondly if a question asks for a discussion 
of possible effects, it is not the case that positive effects count as analysis, and negative 
effects count as evaluation.  In terms of the first point, many candidates ignored the caveat 
that economic growth remained weak, and so discussed the use of expansionally fiscal 
policy or supply side policy to generate economic growth and so reduce the budget deficit in 
the long term.  Such policies were not credited, as they were going against the assumption 
in the question.  In terms of the second lesson, whether an effect is positive or negative for 
the economy, explaining the effect and why it might arise is always credited as application 
and analysis; evaluation would be explaining why it might not occur, or what its occurrence 
or magnitude might depend on etc.  This meant that a good number of candidates gave six 
analytical points, when a maximum of three could be considered, but no valid evaluative 
points.
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On page one, the first paragraph earns 6 marks: a definition of a budget deficit 
(2 marks), identification that the government may cut government spending (2 
marks) and/or raise taxation (2 marks).

In the next paragraph, the candidate discusses the effect of this on 
unemployment, and uses some data from the Extract to support his/her point (4 
marks).  In evaluation, s/he suggests however that an increase in private sector 
employment might limit the increase in unemployment (2 marks).

In the fourth paragrapah on the first page, the AS/AD diagram, and the first 
paragraph on the third page, the candidate explains the likely effect on national 
income (4 marks), although then uses the data provided on the savings ratio to 
question whether aggregate demand would actually fall in the economy (4 marks).

Finally, in the third paragraph on the third page, the candidate explains the 
effect on wage rates (4 marks), and in evaluation discusses the importance of 
considering the magnitude of any changes (2 marks).

Overall, this response earns 26/30 marks (18/18 marks for knowledge, application 
and analysis, and 8/12 marks for evaluation).

Examiner Comments

This candidate has begun by planning his/her answer.  
This is a good idea, as it will help you to formulate 
and prioritise your ideas before you start writing.

Examiner Tip
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This response earns 2 marks for a correct definition of a budget deficit, 
and 2 marks for a correct definition of economic growth.  Another 2 
marks could be awarded for identification of both an increase in taxation 
and a reduction in government spending, but the candidate has reached 
their maximum 6 marks for this section.

Over pages one and two, the candidate explains the likely effect of the 
policies on economic growth (4 marks), and in evaluation points out that 
this policy may not reduce the budget deficit by as much as originally 
thought, as additional money will need to be spent on unemployment 
benefits (2 marks).  The candidate then goes on to explain the effect 
of increased unemployment in more detail, incorporating the multiplier 
effect into his/her analysis (4 marks).  Note that the attempt at 
evaluation following this is incorrect, as a change in the value of exports 
has no effect on the value of the multiplier (0 marks).  On the third 
page, the candidate then goes on to explain the effects on the inflation 
rate, using the short run Phillips curve in his/her analysis (4 marks).  
There is a final, brief evaluative point, that the elasticity of the AS curve 
is important in determining the effects (2 marks).

Overall, this response scores 22/30 marks (18/18 for knowledge, 
application and analysis, and 4/12 for evaluation).

Examiner Comments
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Question 2 (a) (i)

This question was very poorly answered.  While a good number of candidates were able to 
gain the 2 available data reference marks for giving figures for the inflation rate over the 
relevant period, many candidates incorrectly wrote that the "price level fell from 5% to 1%", 
indicating that they did not understand the relationship between the price level and the 
rate of inflation, and not earning these data reference marks.  Some candidates also gave 
inflation figures for a period other than that specified in the question.  Very few candidates 
correctly identified that the price level was rising at a slower rate, with the vast majority 
writing that the price level fell over the period.  Overall, the relationship between absolute 
and percentage changes in a variable seems to be poorly understood.

This response earns the 2 available data 
reference marks for correctly identifying the 
change in the inflation rate over the period, but 
does not earn any more marks, as the candidate 
incorrectly states that the price level has fallen.  
Overall, this response scores 2/4 marks.

Examiner Comments
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This response earns full marks (4/4).  In the second half 
of the first sentence, the candidate correctly identifies 
that the price level was rising at a decreasing rate (2 
marks), and in the final sentence, he/she gives correct 
figures from the chart (2 data reference marks).

Examiner Comments
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Question 2 (a) (ii)

When marking this question we were strict in not allowing consequences that were based on 
the average price level falling, rather than a lower (but still positive) rate of inflation.  This 
caught out many candidates, again implying that the relationship between the price level 
and the inflation rate is not very well understood.  The most common correct answer to this 
question involved considering the likely effects on the relative prices of imports and exports, 
and hence on the trade balance or current account on the balance of payments position.  
Alternatively, candidates wrote some good responses based on likely improvements in either 
business or consumer confidence.

There was a tendency for candidates to try to change this question, either by stating in 
the first line of their response that a lower rate of inflation would mean lower rates of 
interest, and then describing the consequences of a cut in interest rates, or by explaining 
the possible CAUSES of a lower rate of inflation, rather than the likely consequences.  While 
there is some merit in the first approach, it was generally only credited as one possible 
consequence, rather than two separate points.



GCE Economics 6EC02 01 33

The first suggested consequence here earns all 4 available marks, as the 
candidate explains that investment may increase because lower (less 
variable) inflation rates improve businesses' ability to forecast, and may 
increase consumers' real incomes, leading to more consumer expenditure.

The second suggested consequence is incorrect, and so not worth any 
marks.

Overall, this response earns 4/8 marks.

Examiner Comments
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This response earns full marks (8/8).  The first 
point about an improving trade position is very 
well made (4 marks), and the second point refers 
to inflation dropping below target when suggesting 
that interest rates may be cut, and then links this 
to the promotion of economic growth (4 marks).

Examiner Comments
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Question 2 (a) (iii)

This question was an excellent discriminator between higher and lower ability candidates, 
as a good answer required students to really apply their knowledge of the workings and 
target(s) of the Monetary Policy Committee to the data provided. While most candidates 
could pick up the 2 knowledge marks for a definition of monetary policy, and the 2 marks 
available for an explanation of a monetary transmission mechanism (i.e. how a change in 
the Bank rate or money supply affects the inflation rate), many were not able to go past this 
hypothetical scenario ("if the MPC cut the Bank rate...") into an assessment of the success 
or otherwise of the actions taken by the MPC.  Similarly, purely hypothetical reasons as to 
why monetary policy may not be effective (e.g. the effect on real GDP and the price level 
depends on the elasticity of the AS curve, without consideration of the likely level of spare 
capacity in the UK economy over this period etc.) were not credited with evaluation marks.

The best answers compared the actual inflation rates shown in the Figure to the inflation 
target, identifying both the positives and negatives here, as well as showing an appreciation 
of the role of cost-push inflationary pressures - which are perhaps out of the MPC's control 
- in pushing the inflation rate up above target. Candidates at the very top end were also 
able to consider whether there had been an implicit change in the MPC's mandate in terms 
of using monetary policy to stimulate growth, as much as to control inflation (the Extract 
hinted at this), and so assessed the success of monetary policy in this regard also, perhaps 
even concluding as to which aim they thought was the most important in the current 
economic climate, and hence which should be the overall criterion of success.
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This response was typical of many in that it earns 4/12 marks 
overall.  2 marks are awarded for the definition of monetary 
policy in the first sentence, and a further 2 marks are given for 
the explanation of how a change in interest rates affects the 
inflation rate (monetary transmission mechanisms).  No marks 
are awarded for the attempt at evaluation on the second page, 
as this is all hypothetical, rather than assessing the actual 
success of monetary policy as conducted in the UK.  Overall 
this candidate does not engage with the question as asked.

Examiner Comments
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The definition of monetary policy in the first sentence earns 2 marks.  
The candidate then goes on to explain why monetary policy has been 
ineffective: the inflation rate has been outside of the target ceiling and 
floor, leading to letters having to be written by the Governor to the 
Chancellor (2 marks); other factors apart from monetary policy seem 
to have had a greater influence on the inflation rate, for example the 
supermarket price wars (4 marks); and QE has failed to increase the 
level of tangible liquidity in the economy, so has not stimulated growth (4 
marks).  As the best two arguments are rewarded, the candidate earns 
8/8 marks for knowledge, application and analysis.

At the bottom of the first page, the candidate then goes on to give the 
alternative view, that monetary policy has been successful: the inflation 
rate was on target in 2009 (2 evaluation marks); deviations from the 
target have been caused by external factors outside of the MPC's control, 
so we cannot blame it for this (4 evaluation marks); and the MPC has 
managed to remain independent throughout this period (2 evaluation 
marks).  The maximum of 4 evaluation marks is therefore easily reached.

Overall, this response earns full marks (12/12).

Examiner Comments
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Question 2 (b) (i)

Credit was given for any of the pre-2010 or current HDI indicators in the question (or 
indeed a mixture of the two).  It was noticeable that very few candidates were aware of the 
new indicators, despite the change having occurred almost three years ago, although this 
probably reflects the content of the vast majority of text books.  Most candidates achieved 
good marks for their knowledge of the education and health dimensions and their indicators, 
but struggled to explain the standard of living component (indeed many candidates wrote 
that the index as a whole was a measure of a country's standard of living, confusing quality 
of life, and standard of living).  In particular, although most candidates knew that there was 
a GDP element to the HDI, a good number omitted the per capita and PPP adjustments.  We 
insisted on the former for the mark, but not the latter.

This response was fairly typical, as better marks were scored 
for knowledge of the education and health components, than 
for the standard of living component.  This response is worth 
5/6 marks: health (1) measured by life expectancy at birth 
(1); education (1) measured by years of schooling (1); the 
standard of living dimension is omitted (0), but its indicator, 
GDP per capita PPP (1) is mentioned.

Examiner Comments
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This response earns full marks (6/6): health (1) 
measured by life expectancy (1); education (1) 
measured by literacy rates (1); and standard of 
living (1) measured by GDP per capita (1).  Note 
that GDP per capita is allowed for the mark.

Examiner Comments
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Question 2 (b) (ii)

This question was generally well answered, with the most common difficulties discussed 
being that of income (or health, or education) inequality, and the presence of non-marketed 
produce, and the shadow economy.  The best answers explained these points well, and 
referred to the data given to bring out their significance, for example by stating that the 
presence of much subsistence agriculture in Ethiopia probably meant that the GNI per capita 
PPP figure was an under-estimate.

Candidates who looked closely at the data often also saw that there were discrepancies in 
countries' ranking according to the two different measures, and were able to use this well as 
one of the difficulties.

Given that the question was asked specifically in reference to Figure 2, and all of the data in 
Figure 2 was adjusted for population size and cost of living, we did not award either of these 
points as difficulties, although a discussion of the weaknesses of these adjustments was 
credited with marks.
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This response earned full marks (8/8).  The first 
paragraph identifies the issue of subsistence, barter and 
black economies, gives some data from the Figure, and uses 
it as part of the explanation of this difficulty (4 marks).  The 
second paragraph identifies the issue of a lack of a measure 
of the quality of provision in the three dimensions, and 
goes on to apply this to countries in the Figure, particularly 
focussing on the level of stress and happiness (4 marks).

Examiner Comments
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This response is worth full marks (8/8).  The first sentence gives 
data from the Figure (2 marks), and the answer then goes on to 
explain how industrialisation may actually mean more pollution 
and congestion, leading to a worse living standard (4 marks).  
The candidate then identifies and explains the issue of income 
inequality within countries (4 marks).

Examiner Comments
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Question 2 (b) (iii)

As with question 1(a)(iii), candidates found this a very accessible question, and as such 
most could explain the changes in aggregate demand and/or aggregate supply, draw a 
diagram to illustrate this, and then state and explain at least one effect on the economy 
of these changes.  As the question specifically asked for a diagram, a maximum of 4 
knowledge, application and analysis marks were awarded for written analysis.  There was, 
however, much inaccuracy in the labelling of AS/AD diagrams, particularly in terms of using 
the microeconomic 'price' and 'quantity' labels for the axes, and less so, 'D' and 'S' for 
the curves. Candidates must also remember to label the initial and final equilibria on their 
diagrams; this was sometimes omitted or done incorrectly, particularly when candidates 
were shifting both curves.  Most candidates made an attempt at evaluating their arguments, 
and as the 4 available evaluation marks were awarded as either 2+2 or 4 marks, many 
scripts achieved all 4 evaluation marks. 
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In the second paragraph of this response, the candidate explains the impact of increased 
education spending on the standard of living in detail (4 marks).  He/she then goes on 
to identify the likely increase in productivity (2 marks), and then comes back to add to 
his/her explanation of why standard of living would improve.  As there are only 4 marks 
available here, the candidate has more than secured them.

The AS/AD diagram has incorrectly labelled axes, but is otherwise correct (shifts in AS 
and/or AD were accepted) so earns 3/4 diagram marks.

In the final paragraph on the second page, the candidate mentions that the effects will 
only occur in the long run, although this is not very clearly explained (2 evaluation marks).

Overall this response earns 9/12 marks (7/8 for knowledge, application and analysis, and 
2/4 for evaluation).

Examiner Comments
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This AS/AD diagram earns 3/4 marks, as the equilibria are not labelled.  
The written analysis of the effects of the increased government 
expenditure on education earns 4/4 marks: unemployment falls (2 
marks); productivity increases (2 marks); living standards increase (2 
marks) - the best two points only are credited.  However, there is no 
attempt at evaluation, so overall this response is worth 7/12 marks.

Examiner Comments
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Question 2 (c)

This question was generally well answered, with candidates including good levels of analysis 
in their responses, particularly showing a solid knowledge of AS/AD analysis.  As this was a 
broad question, and not specific to any one country, candidates were free to discuss the use 
of monetary, fiscal and/or supply side policies in their responses.  Evaluation was not done 
as well as analysis, and in particular, candidates often did not appreciate the need to centre 
their evaluation around policies' impact on living standards; for example, simply stating 
that an expansionary fiscal policy may also increase the government budget deficit is an 
analytical rather than evaluative point.  To make it into the latter, a candidate would need 
to explain that therefore in the future, taxes may have to rise, or government spending on 
public services be cut, therefore leading to a fall in living standards in the long run.  As with 
question 1(c)(i) this relates to candidates needing to appreciate that just because an effect 
may be negative for an economy, mentioning it does not necessarily constitute evaluation.

Marks could be awarded for directly opposed policies, depending on how they were 
presented.  For example, candidates were awarded marks for either writing that benefit 
payments should be increased, so as to increase consumers' disposable income, or that 
benefit payments should be cut, so that there was more incentive for the voluntarily 
unemployed/inactive to take work, and hence increase their incomes and living standards.  
This also applied to industrial relations legislation policy.

A minority of candidates had obvious timing problems which curtailed their answering of 
this question.  Often the same candidates tried to finish their answers using bullet points, 
or by writing in note, or abbreviated form.  Given that candidates' quality of written 
communication was assessed in this question, such answers were not given full credit.
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This response is rather typical in that it scores far more highly on knowledge, 
application and analysis than on evaluative content.  The first sentence identifies 
three types of policy that may be used to increase living standards (2+2+2 
marks).  The candidate then explains how investing in healthcare would work 
(4 marks), but mentions that this would have a time lag (2 evaluation marks).  
Next the candidate identifies and explains how loose monetary policy would 
raise living standards (4 marks), but states that this would have an asymmetric 
impact on borrowers and savers (2 evaluation marks).  The third policy discussed 
is investment in infrastructure (4 marks), although the candidate notes that 
this would have an opportunity cost (2 evaluation marks).  Finally the candidate 
discusses a reduction in income tax rates (4 marks), but counters that as 
increased disposable incomes may be spent on imports, the expected increase in 
real GDP may not be as large as expected (4 evaluation marks).

As we award up to the best three policies, and evaluation points, this response 
earns 18/18 for knowledge, application and analysis, and 8/12 for evaluation, 
making an overall score of 26/30.

Examiner Comments
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In the second sentence, the candidate identifies the three policy options for 
governments (2+2+2).  The discussion of the use of loose monetary policy is 
not awarded any marks, as the candidate explicitly writes that the central bank 
could lower interest rates, rather than this being action that the government 
takes; this is therefore not answering the question as set.  On the second 
page, the candidate explains the use of expansionary fiscal policy (4 marks), 
and reform of the benefits system (4 marks).  No marks are awarded for 
the mention that this may worsen the current account deficit, as this is an 
analytical, rather than evaluative point, and similarly no marks are awarded 
for the idea that banks might not extend credit to consumers even if interest 
rates fall, as this is related to the invalid loose central bank monetary policy 
point.  However the ideas that the candidate thinks that if confidence is 
low, consumers may not spend any additional income is valid evaluation (2 
evaluation marks).  Finally the candidate evaluates that reducing benefits may 
not raise living standards, as some people may be unable to find jobs, and this 
would increase income inequality (4 evaluation marks).

Overall, this response earns 20/30 marks (14/18 marks for knowledge, 
application and analysis, and 6/12 marks for evaluation).

Examiner Comments
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Paper Summary
Based on their performance on this paper, candidates are offered the following advice:

• Make sure that your answers address the exact question asked - this could mean 
looking at only a selected time period, or having to take into account certain additional 
assumptions;

• Remember that in the UK the Bank of England's Monetary Policy Committee set the 
interest rate, not the government (although the government do retain certain powers, 
as the MPC are only operationally independent).  If a question is specifically about 
UK government policy, you will not be awarded marks for analysing how either the 
government could change the interest rate (incorrect), or the MPC could change the 
interest rate (not answering the question);

• In questions that explicitly ask you to use an AS/AD diagram in your answer, up to 4 
marks will be available for this diagram.  To earn all of these marks, you must make 
sure that you label the axes correctly (using macro, not micro labels), label the curves 
correctly, show correct shift(s) in the curve(s), and label the initial and final equilibria;

• Remember to look out for questions that ask you to evaluate your answer.  In such 
questions, try to apply your evaluation to the specific analytical point that you have 
just made, for example, rather than a throwaway comment at the end of a paragraph 
that "it depends on the elasticity of the AS curve" etc., explain what depends on this, 
why it does, and how this affects your initial argument.  Expanding on your evaluative 
points in this way will help you to earn up to 4 marks per point.  This is particularly 
important in the 30 mark question;

• Make sure that you are happy with the relationships between the price level and the 
rate of inflation, and real GDP and the economic growth rate.  In particular you must 
understand that lower, but still positive rate of inflation/economic growth mean that the 
price level/real GDP is still increasing, just at a slower rate;

• Watch your timing throughout the exam, and try to incorporate some time for planning 
your answers to the longer questions.
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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



Further copies of this publication are available from
Edexcel Publications, Adamsway, Mansfield, Notts, NG18 4FN

Telephone 01623 467467
Fax 01623 450481
Email publication.orders@edexcel.com
Order Code US034383 January 2013

For more information on Edexcel qualifications, please visit 
www.edexcel.com/quals

Pearson Education Limited. Registered company number 872828  
with its registered office at Edinburgh Gate, Harlow, Essex CM20 2JE




