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Introduction
This was the fifth examination paper for the 2008 syllabus.

Candidates were required to answer one essay (from a choice of three) and one data 
response question (from a choice of two).

The demands of this paper appeared to be very similar to those of the paper in 2013.

In Section A (essays), question 1 (public finance) was the most popular question followed 
by question 3 (economic development) with question 2 (trade patterns) being least popular.

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

This paper proved to be accessible for the vast majority of candidates and produced a 
wide range of responses. High marks were achieved by answers which were characterised 
by well-informed, coherent, relevant and rigorous analysis. However, less impressive 
answers contained superficial and/or inaccurate analysis and frequently demonstrated little 
understanding of current economic issues. 

A particular weakness apparent in answers to both data response questions was an inability 
on the part of many candidates to interpret index numbers correctly.

As with previous papers, some candidates preferred to write pre-rehearsed answers 
rather than addressing the exact question set. Furthermore, there was a tendency to write 
generic answers rather than to relate answers to the context provided.  The ability to apply 
knowledge and understanding to both familiar and unfamiliar contexts is a key skill which 
should be developed throughout the A Level course.

Illegibility remains a serious concern, albeit for a minority of candidates. Responses 
which cannot be deciphered may not achieve the marks which the content may merit.  
Centres would be advised to inform students of the consequences of poor handwriting in 
examinations. 

There were some superb scripts which were a credit to both the students themselves 
and their teachers.  The answers contained coherent, logical and well-reasoned analysis 
which demonstrated an outstanding understanding of the concepts together with relevant 
knowledge of current economic issues.
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Question 1
This proved to be the most popular question possibly because public finances have been in 
the news so much while these candidates were studying for their A Level course.

In part (a), the majority of candidates struggled to identify three factors which caused a fall 
in the budget deficit.  While many answers referred to tax increases and public expenditure 
cuts, only the more able responses explained fully the significance of economic growth and 
the fall in unemployment for public finances.  A minority of candidates confused a budget 
deficit with a balance of payments deficit on current account.

Answers to part (b) often considered the impact on tax revenues but discussion of the 
possible effects on income distribution were frequently less convincing.  Some answers 
were often little more than might be expected at AS level, focusing almost solely on 
the implications for aggregate demand, the price level and real output.  Further, some 
responses concentrated solely on second and third round effects e.g. how the government 
might spend the increased tax revenues.  Stronger responses used the Laffer curve in their 
analysis and demonstrated how such a tax increase, linked to increased public expenditure 
on means-tested benefits, might affect income distribution.
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Part (a) analysed three factors well: recovery from recession,  
raising of tax thresholds and cuts in social benefits.  However, 
the evaluation was less impressive.  For example, the point 
relating to the elasticity of the aggregate supply curve was 
generic and not well related to the context.
This answer scored 16/20, largely because the evaluation was 
insufficiently convincing.
The answer to part (b) considered three relevant points: the 
use of increased tax revenues to fund increased government 
expenditure; the impact on aggregate demand; and the impact 
on economic growth.  The discussion of currency appreciation 
was irrelevant.  Evaluation was included but rather brief and 
some was unconvincing.
Consequently, this answer was considered to be a Level 3 
response and scored 19/30.

Examiner Comments

In part (a), ensure that the evaluation is related to the 
reduction in budget deficits.
In part (b), it is important to consider factors which 
go beyond aggregate demand/aggregate supply 
analysis. e.g. to discuss the possible effects on income 
distribution and on tax revenues.

Examiner Tip
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In part (a), the first and second points relating to the increase 
in employment and the increased incomes were similarly 
followed by poor evaluation.  The third point relating to the 
increase in tax rates was valid but the supporting data was 
incorrect.  Indeed, the application to the UK economy was weak 
e.g. the assertion that the VAT rate is 25%.  This answer scored 
11/20.
In part (b), at least 4 issues were considered including the 
impact of income distribution, the size of the fiscal deficit, 
tax evasion and avoidance, and the possible impact of public 
expenditure.  Once again, however, the evaluation was 
unimpressive.  Consequently, this answer was deemed to be a 
Level 3 response scoring 21/30.

Examiner Comments

Knowledge of key aspects of the UK and global 
economy are very useful in developing points in 
questions that are based on particular contexts.
The Office for Budget Responsibility website http://
budgetresponsibility.org.uk provides  a very useful 
source of information entitled 'A Guide to the UK's 
public finances'.

Examiner Tip
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Question 2
Overall, this was the least popular of the three essay questions, perhaps because it related 
to an area of the syllabus that has not been tested frequently.

In part (a), answers scored tended to be either very good or very poor. The more able 
candidates were able to identify reasons for changes in trade patterns supported by relevant 
examples consequently scoring highly.  

A pleasing number of candidates were very well prepared for this topic area. 

In part (b), the majority of candidates wrote a generic micro response, for example, 
the cost to the government, opportunity cost, and reduction in price. Only the best 
responses related subsidies provided by developed countries to the global economy by 
discussing, for example, dumping, the effect on employment, and trade patterns.
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The answer to part (a) provided a discussion of three factors: 
the opening up of new markets; the increase in number of 
trading blocs; and the state of the economies with particular 
reference to relative inflation rates.  Relevant examples were 
included to illustrate each of these points.  However, in terms 
of evaluation, only the comment relating to the last point was 
impressive.  Consequently, this answer was placed at the top of 
level 4, scoring 16/20.
The response to part (b) was much less impressive than that to 
part (a).  Only the second point relating to trade diversion had a 
truly global dimension while the others relating to the impact on 
the rate of inflation and the quality of goods were unconvincing.  
Evaluation was superficial and not closely related to the impact 
on the global economy.  This answer was, therefore, regarded 
as a Level 2 response and awarded 14/20.

Examiner Comments

Evaluative comments should be related to context 
i.e. in part (a) to the impact on trade patterns and 
in part (b) to the effects of agricultural subsidies on 
macroeconomic variables in the global economy.

Examiner Tip
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In part (a), two factors were discussed well: the adoption of 
outward-looking free market strategies by China and the impact 
of the growth of China and other Asian economies on trade with 
Africa.  The analysis in the second point concerning changes in 
comparative advantage was rather superficial and not related 
to examples of any particular countries.  Evaluation was largely 
ineffective although there was some merit  in the comments 
made in the last paragraph.  This answer was considered to be 
just worthy of Level 4 and scored 15/20.
The answer to part (b) was impressive with consideration of 
the impact on unemployment, trade diversion, the possibility of 
retaliation, and on inequality.  The trade diversion point could 
have been developed more fully.  There was some effective 
evaluation of the last two points and also some evaluation in the 
last paragraph of the answer.   Overall, this was considered to 
just meet the criteria for Level 5 and scored 27/30.

Examiner Comments

In part (a), the question makes reference to particular 
countries so it is important to illustrate points with 
examples of countries when discussing factors which 
might have caused changes in trade patterns.
The answer to part (b) could have been improved by 
further analysis and evaluation of trade diversion and 
the associated diagram.

Examiner Tip
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Question 3
This was the second most popular essay question.  However, part (a) proved challenging for 
many candidates, especially those who did not provide a definition of economic development 
or considered the possible impact of growth on development indicators.  Stronger responses 
considered how growth could contribute to development, for example, by discussing the 
impact of growth on tax revenues and how these might be used by the government to 
improve health services so leading to an increase in life expectancy.  Evaluation might 
consider how growth might not result in much development if it causes an increase in 
inequality.

In part (b), many candidates used their knowledge of ‘restraints on development’ to answer 
this question.  Unfortunately, the majority simply said people in developing countries do 
not save enough and then went on to write about other factors which limit growth.   
Stronger responses linked the importance of savings to growth via the Harrod/Domar 
model  following this with some evaluation of the model and then going on to discuss other 
constraints on economic growth.
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In part (a), the answer begins by defining the terms economic 
development and economic growth.  It then considers two 
factors (corruption and national debts) which could be used to 
explain why growth may not lead to development.  However, 
these points were rather superficial and there was no 
consideration of the mechanism by which growth might lead to 
development but there was some evaluation of the debt issues 
at the end of the answer.  This answer was awarded 11/20, a 
Level 3 response.
In part (b), four issues were considered: the savings gap; 
climate; the political system; and primary product dependency 
and there were three fairly brief evaluative comments.  
However,  the points were poorly reasoned. For example, there 
was no link to economic growth in the discussion of the savings 
gap.  Similarly, in the discussion of primary product dependency 
there was no analysis of why countries might face a long term 
fall in the terms of trade.  Consequently, this answer was 
considered to meet the Level 3 criteria and scored 16/30.

Examiner Comments

It is good practice to define the terms in the question, 
as was done by this candidate in part (a).  However, 
there needs to be a clear explanation of mechanisms 
by which growth could lead to development.
In part (b), the factors limiting economic growth 
need to be analysed fully by explaining transmission 
mechanisms between the constraint and its impact on 
growth.

Examiner Tip



GCE Economics 6EC04 01 47



48 GCE Economics 6EC04 01



GCE Economics 6EC04 01 49



50 GCE Economics 6EC04 01



GCE Economics 6EC04 01 51



52 GCE Economics 6EC04 01



GCE Economics 6EC04 01 53



54 GCE Economics 6EC04 01

The answer to part (a) began with definitions of economic 
growth and economic development and then considered 
the significance of the increase in incomes for growth and 
development followed by a discussion of other factors 
contributing to development including good governance 
and improvements in human capital.  There was evaluation 
of the last point and some evaluation of the first point but 
overall the evaluation could have been developed more fully.  
Consequently, this answer was awarded 17/20 - just Level 5.
There was an impressive answer to part (b) which analysed 
and evaluated four issues: the savings gap, human capital 
inadequacies; debt; and population constraints.  Each of these 
factors was analysed effectively and illustrated by reference to 
relevant examples.  Consequently, this answer was awarded 
30/30 marks.

Examiner Comments

As with analysis, evaluative comments should 
be illustrated with examples.  Generic evaluative 
comments are unlikely to receive full marks; instead 
they should be related directly to the context of the 
question.
Candidates might be advised to take careful note of the 
structure of the answer in part (b).

Examiner Tip
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Question 4 (a)
Most candidates were able to score some marks on this question by identifying two or three 
factors  from the data. However, many candidates had difficulty dealing with index numbers. 
A large number simply stated a number e.g. ‘the Russian economy has grown from 100 to 
200’. Only the best candidates were able to give percentage changes or make reference to 
indices.

This answer made some relevant comments about the 
performance of the Russian economy between 1998 and 2012 
including comparison with the G7 countries.  However, there 
was no evident understanding of index numbers in the first 
sentence.  Consequently, this answer was awarded 3/5.

Examiner Comments

Index numbers are frequently used as a means of 
presenting data so a clear understanding of these is 
essential.

Examiner Tip
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This response recognises that the real GDP data are presented 
in the form of index numbers and describes changes in them 
as percentages.  Furthermore, there is accurate interpretation 
of the information provided including a comparison of Russia's 
economic performance with that of the G7 countries.  This 
answer was, therefore, awarded 5/5.

Examiner Comments

It is good practice to use the information provided fully.  
In this example, the candidate has included reference 
to the recession in 2008 and 2009.

Examiner Tip
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Question 4 (b)
This question was answered relatively well: candidates who could draw and label the Lorenz 
curve diagram correctly and also use and interpret the data appropriately could access all 
the marks.  However, less convincing responses failed to label the diagrams fully and found 
difficulty in interpreting the data.
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The diagram of the Lorenz curve which was labelled accurately 
scored 4 marks.  In the subsequent explanation it was correctly 
stated that income inequality had increased.  However, there 
was no reference to the data in Figure 2 which showed an 
increase in the Gini coefficient between 1999 and 2011.  This 
answer scored 6/8.

Examiner Comments

It is advisable to make specific references to the 
data when questions require an interrogation of the 
information.

Examiner Tip
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This was a very accurate answer which scored full marks for 
the following reasons: the diagram was labelled correctly 
and showed a new Lorenz curve to illustrate the increase in 
inequality. Furthermore, appropriate references were made to 
the data.
However, much of the material on the second page was not 
required because it explored some reasons why inequality may 
have increased which was not required by the question.

Examiner Comments

Answers should be focussed on the question set.  The 
inclusion of extra material may mean that there is 
insufficient time to answer the subsequent questions fully.

Examiner Tip
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Question 4 (c)
This proved to be a challenging question but most candidates were able to identify 
reasons regarding relative poverty - although they were less confident about reasons for 
the change in the Gini coefficient.  Indeed, some were unclear about what was implied by a 
change in the Gini coefficient.  Evaluation was frequently absent in answers to this question.
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This answer made use of the information provided to explain 
how the doubling of personal incomes helped to reduced relative 
poverty although the quality of written communication in the 
latter part of the second paragraph was unimpressive.  The next 
paragraph identified the fall in unemployment as another factor 
but this was not explained. A further mark was awarded for the 
analysis in the last paragraph which attempted to explain the 
increase in income inequality.  Overall, this answer scored 5/10.

Examiner Comments

It is important to include evaluation when the 
command word 'examine' is used.  This answer could 
have scored a maximum of 6/10 because there was no 
evaluation.

Examiner Tip
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The answer includes possible explanations for both the fall 
in relative poverty and the increase in the Gini coefficient 
supported by appropriate data references.  There is some 
relevant evaluation of the first point.  Consequently, this answer 
scored 8/10 marks.

Examiner Comments

Evaluation could also be in terms of the magnitude of 
the change in the Gini coefficient.  In this case, it is 
very small and consequently fairly insignificant.

Examiner Tip
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Question 4 (d)
This question contained information in the data on which to develop an answer.  
Unfortunately, many candidates made insufficient use of this data.  In particular, few 
responses discussed the significance of the correlation between the oil price and Russia's 
trade balance.  Only the best responses used the information effectively along with 
appropriate application of their own knowledge with particular reference to oil and gas as 
primary products and also included relevant evaluation.
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This was a vague and superficial answer which focussed on the 
possibility of natural disasters as being the main implication 
of Russia's dependency on oil and gas.  However, there was 
relevant use of the information in relation to the significance 
of export earnings from oil and gas and a little analysis.  
Unfortunately, the evaluation in the last paragraph was vague 
and not worthy of credit.  Overall, this answer scored just 3/12.

Examiner Comments

In such a question, which is clearly related to the 
context, at least two implications should be identied, 
analysed and evaluated making relevant use of the 
information provided.

Examiner Tip
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The second paragraph identifies the issue of price fluctuations 
of primary products and includes relevant data references 
and some analysis and scored 4 marks.  The evaluation at 
the end of the first page was awarded two marks.  A second 
issue relating to the trend towards sustainable and renewable 
energy scored two marks with a further two marks for the 
evaluation at the end.  Overall, therefore, this answer was 
awarded 10/12 marks.

Examiner Comments

Slightly more analysis and evaluation would have 
ensured that this response would have scored full 
marks.

Examiner Tip
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Question 4 (e)
The extract provided some clues as to the possible benefits to Russia of joining the WTO and 
many candidates used these as a basis for their answers.  However, analysis was not always 
developed fully.  For example, some used a diagram to show the impact of a reduction in 
tariffs on consumer prices but only the best referred to concepts such consumers' surplus.  
Similarly, in the discussion of increased foreign direct investment, relatively few responses 
included reference to investment being an injection nor to the possible multiplier effect.  
Most assumed that FDI would only effect aggregate demand and ignored the impact on long 
run aggregate supply.  Given that this is a synoptic paper, such concepts should be included 
in answers to questions of this nature.
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This answer identified three benefits: increased foreign direct 
investment; financial gains to exporters; and cheaper goods 
to consumers.  However, these were not developed, especially 
in the case of the first and third points.  There were three 
superficial evaluative points at the end of the answer, the first 
two of which were worth just one mark each.
Overall, this answer scored 6 marks.

Examiner Comments

It is good practice to select relevant points from the 
information provided, as was the case in this answer.  
However, to achieve high marks, these need to be 
analysed and evaluated.

Examiner Tip
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The answer begins by identifying the benefit 
of foreign direct investment (FDI) but there is 
no development of this point.  However, there 
is good analysis of the reduction in tariffs, 
including a diagram scoring 3 marks.  There is 
also good analysis of the benefits of increased 
trade and specialisation which also scored 3 
marks.  Evaluation was included on the last 
page with the first on the problems of infant 
industries, being most effective.  This scored 2 
marks.  The second evaluative point was brief 
and the last was too vague to be worth any 
credit.
Overall, this answer scored 10 marks of which 
3 were for evaluation.

Examiner Comments

To score full marks it is best to analyse and 
evaluate at least 3 benefits fully.

Examiner Tip
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Question 5 (a)
Generally, there were some good answers to this question, although some candidates found 
difficulty in providing a definition of international competitiveness.  Most answers included 
relevant references to the data - demonstrating an ability to interpret such information 
correctly.

This answer reflects a number of deficiencies.  There is no clear 
definition of international competitiveness which, unfortunately, 
includes the word 'compete'.  This is then followed by a 
complete misinterpretation of the data.

Examiner Comments

It is useful to define international competitiveness in 
terms of factors such as price and quality (or other 
non-price factors).

Examiner Tip
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This answer included a definition in the first sentence followed 
by the identification of two aspects of competitiveness: 
price and quality.  There were two relevant data references.  
Consequently, this answer scored 5/5 marks.

Examiner Comments

It is useful to include aspects of international 
competitiveness, as was done in this case.

Examiner Tip
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Question 5 (b)
As with question 4(b), many candidates struggled to interpret index numbers correctly  
and many were unable to deduce that output was lower in 2013 than in 2007.  Although 
aggregate demand/aggregate supply diagrams were usually drawn and labelled correctly, 
few indicated the levels of real output in the two years mentioned in the question.  Only 
the best answers interpreted the index numbers correctly, drew an accurate diagram 
and included a reason to explain the fall in real output.
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This answer did include an accurate data reference and an 
explanation for the fall in real GDP.  However, the diagram 
scored no marks because it was a microeconomics diagram 
rather than an aggregate demand/aggregate supply diagram.  
Consequently, this answer scored 4/8 marks.

Examiner Comments

The data refers to macroeconomic variables so it is 
imperative to illustrate the change with an aggregate 
demand/aggregate supply diagram.

Examiner Tip
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This answer shows an understanding of index numbers with 
reference to a 7% fall in real GDP in 2013 compared with 2007.  
There is also an accurately labelled diagram which shows a fall 
in aggregate demand as well as the full employment level of 
real output.  Low confidence is offered as a reason for a fall in 
investment which caused the fall in aggregate demand.  This 
answer was awarded maximum marks (8/8).

Examiner Comments

Understanding of index numbers is crucial in the study 
of economics and students would be advised to ensure 
that they can interpret these in a variety of contexts.

Examiner Tip
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Question 5 (c)
As with question 4(c), there was often very little evidence of evaluation in many of 
the answers.  Furthermore, the data in Figure 3 was interpreted accurately by only a 
minority of candidates.  However, most answers did identify one or two relevant factors 
which might influence unit labour costs although the significance of productivity was often 
ignored by many candidates.
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This answer considered a national minimum 
wage; regulation; non-wage costs such 
as contributions to national insurance and 
company pension schemes; and productivity as 
factors influencing unit labour costs.  This was 
supported by appropriate reference to examples 
of countries and good analysis relating to 
productivity.  However, there was no evaluation 
of these points. Consequently, this answer 
scored 6/10 marks.

Examiner Comments

Avoid irrelevant analysis.  The discussion of 
national minimum wage was related to the 
impact on equality rather than its significance 
for unit labour costs.  Furthermore, it is 
important to recognise that the command 
word 'examine' requires evaluation.

Examiner Tip
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This answer explored several factors which might influence unit 
labour costs including wage and non-wage costs, machinery, 
and education and training.  These were analysed and 
supported with relevant examples of countries.  The end of the 
answer included some evaluation, something that was relatively 
rare in answers to this question.  Consequently, the answer was 
awarded 9/10 marks.

Examiner Comments

For a question of this nature, a discussion of two 
factors would be sufficient so long as examples are 
included and there is evaluation of the points identified.

Examiner Tip
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Question 5 (d)
Many candidates interpreted current account imbalances as referring to deficits only.  
In general, candidates were able to explain one or two reasons why such deficits had 
decreased but they were less confident in discussing current account surpluses.  A 
significant number of candidates were unable to interpret the data correctly i.e. that the 
current account balances in Figure 4 related to percentages of GDP.  The best answers 
discussed two factors, made reference to the data in Figure 4 and included evaluative 
comments.
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This answer began quite well by considering a decrease in the 
marginal propensity to import which was followed by reasons 
why this might have occurred.  The second point related to 
the depreciation in the value of the euro which included some 
analysis and also evaluation in terms of the 'J' curve and 
reference to Germany's declining current account surplus.
This answer scored 9/12.

Examiner Comments

The answer could have been improved by the inclusion 
of more examples, for example, by referring to the 
data in Figure 4, and by evaluation of the first point.

Examiner Tip
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This answer offered several reasons to explain the reduction 
in current account imbalances including the decrease in 
consumption following the global recession; a decrease in 
transfers to other countries; and a depreciation in the value of 
the euro. There was appropriate reference to the data and some 
evaluation on the second page.
Overall, this answer scored 10/12.

Examiner Comments

This answer could have been improved with more 
evaluation, especially in relation to the first point.

Examiner Tip
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Question 5 (e)
There was a generally good standard of answers to this question: many candidates were 
able to identify some labour market reforms and apply these to economic growth and 
unemployment. However, some responses did not relate the policies directly to economic 
growth and the reduction in unemployment and a minority discussed reforms which were 
not related to the labour market.  There was also evidence that some candidates had 
allowed themselves insufficient time to answer this question fully.  The best responses 
analysed and evaluated three labour market policies and discussed their significance for 
economic growth and unemployment.
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The first policy, education and training, is not related to growth 
and the reduction of unemployment.  In the second paragraph, 
the policy of giving employers more flexibility in hiring and firing 
is identified but not supported by any analysis.  However, this 
is followed by a slightly better consideration of deregulation of 
the minimum wage and some evaluation of this policy. There is 
a little further evaluation related to the weakness of aggregate 
demand.
Overall, this answer scored 6/15 - three marks for knowledge, 
application and analysis and a further three marks for 
evaluation.

Examiner Comments

It is important to explain how the policies identified 
might affect growth and unemployment.  The brevity 
of this answer suggests that insufficient time had been 
allocated to answering this question.  Given that this is 
worth 15 marks, candidates would be advised to plan 
time carefully to ensure that such questions can be 
answered fully.

Examiner Tip
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This was an impressive answer covering several 
policies with some good evaluation of two of the 
policies.  The policy of cutting unemployment 
policies was explained and evaluated well, 
especially in terms of the possible impact on 
consumption and growth. Credit was also given 
for discussion of education and training.  The last 
paragraph referred to two policies: the last one 
relating to decreasing the powers of trade unions 
was credited.
Overall, this answer scored 13/15, 8 marks for 
knowledge, application and analysis and 5 marks 
for evaluation.

Examiner Comments
This answer could have been 
improved if the third policy had 
been explained and evaluated in 
greater depth. 

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

•	 To ensure that they have a clear understanding of how to interpret numerical and 
graphical data.  In particular, interpretation of index numbers was a particular weakness 
in questions 4 and 5.  Given that these are employed widely by economists, students 
should ensure that they understand how to these are used to represent complex data 
and how to interpret them.

•	 To ensure that key concepts are understood and can be defined accurately.  In 
particular, there was some confusion in question 1(a) about the meaning of the term 
'budget deficit', in question 3(a) about the term 'economic development' and in question 
5(e) about the term 'labour market reforms'.

•	 To develop sufficient confidence in their understanding of the concepts to be able to 
apply them in unfamiliar contexts. Read questions very carefully to ensure that they are 
interpreted correctly and that all elements of the questions are addressed.

•	 To secure a knowledge and understanding of current economic issues so that answers 
can be enhanced in the context of such information.  Candidates who were able to 
demonstrate such understanding were able to offer more informed answers than those 
who simply wrote generic responses.  Furthermore, some answers were incorrect 
because they lacked real world information.

•	 To ensure that handwriting is legible. Marks may well be lost if the examiner is unable to 
read what has been written.
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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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