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Introduction
This was the sixth 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 similar to those of the paper in 2014.

In Section A, question 1 relating to population issues was the most popular (50%)
followed by question 3 on trading blocs (32%) with question 2 on public finance issues being
the least popular.

As with the 2014 paper, a particular weakness apparent in answers to 5(a) was an inability
on the part of many candidates to interpret index numbers correctly. A facility to interpret
data will become more important in the new specification when quantitative skills become a
key element of the assessment.

As previously seen, some candidates inadventently penalise themselves with poor
handwriting. Illegibility appears to be becoming a more serious problem and centres should
be advised to remind their candidates that answers which cannot be deciphered may not
achieve the marks which the content may merit.

Overall, the paper proved to be accessible for the vast majority of candidates with nearly

all candidates able to access marks on most questions. While less impressive answers
contained superficial and/or inaccurate analysis, those at the high end were characterised by
analysis showing clear chains of reasoning; a clear knowledge and understanding of current
economic issues and evaluation demonstrating the ability to think critically.
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Question 1
This question appeared to be the most popular of the three essays questions available.

In part (a), surprisingly few candidates were able to provide a convincing and effective
analysis and evaluation of at least three effects of rapid population increases in developing
countries. There was often a degree of repetition of points and sometimes no references to
examples of developing countries to illustrate particular points.

In part (b), most answers included a discussion of at least two relevant policies with stronger
responses including a range of policies relating to both the size and productivity of the working
population. A weakness in some answers was a lack of rigour and coherence in the analysis. A
further problem in some answers was that a minority of candidates related their arguments to
developing economies rather than to developed economies as specified in the question.
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Indicate which question you are answering by marking a cross in the box [X. If you change your
mind, put a line through the box 5§ and then indicate your new question with a cross .
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ﬁ ResultsPlus

Examiner Comments

Part (a): This is an example of an answer which identified several issues e.g.
pressure on housing, schools and healthcare but included little by way of analysis and
evaluation. Consequently, it was awarded the lowest mark in Level 2: 8/20.

Part (b): The answer contained reference to several relevant polices but only the first on
the introduction of a minimum wage and the third concerning a decrease in benefits were
explained. The others went little further than an identification of appropriate policies.

A
Q ResultsP
Examiner Tip

Greater precision and rigour in analysis would have enabled the candidate to achieve a
higher mark. For example, it is stated that 'a decrease in tax would increase the size of the
workforce'. However, there should really have been a reference to a decrease in income
tax followed by a chain of reasoning which analysed the likely impact of such a decrease in
income tax. This answer was considered to be just worth a Level 3 mark (16/30).

us
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Question 2

This question appeared to be the least popular question, however it proved to be just
as accessible as the other essays on the paper.

In part (a), the majority of candidates struggled to identify three reasons why a rise in

the national debt might or might not be a cause for concern. Too many answers focused
solely on second round effects such as the need for a government to raise taxes and their
consequences. A minority of candidates confused a national debt with a balance of payments
deficit on current account.

Part (b) drew a range of responses with most being able to discuss at least one impact of
a rise in VAT and one effect of a cut in welfare payments. The best responses considered
possible impacts on income distribution, incentives to work and on macroeconomic
variables. A minority of candidates misinterpreted welfare payments as referring to overall
expenditure on health and education.

GCE Economics 6EC04 01
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Examiner Comments

Part (a): This was a sound answer which identified and explained three possible
causes of concern associated with a rise in the national debt. Although there was
some evaluation, this could have been developed more fully. The candidate did,
however, demonstrate a good knowledge of current economic data.

Part (b): Again, this was a well-structured answer which examined four possible
consequences, although the last was less well-developed both in terms of
analysis and evaluation. As with part (a), a good understanding of current
economic issues was demonstrated.

P 5
Examiner Tip
The answers to both parts of this question

demonstrate how knowledge of current economic
issues and data can enhance the quality of an answer.
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Question 3

This was the second most popular question and the majority of candidates were able to
include relevant points in both parts of the essay. In part (a) there was often a good
discussion of trade creation and trade diversion but the best responses applied the
concept of comparative advantage effectively and accurately. The impact on foreign direct
investment was also considered by many candidates but often only superficially.

In part (b), the best responses considered critically the possible impacts on the UK
economy's macroeconomic variables, supported by evidence from the recent debate
surrounding this issue. In contrast, weaker responses often consisted of little more than a
superficial outline of possible economic effects on the UK economy.

GCE Economics 6EC04 01
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Examiner Comments

Part (a): Three potential benefits of membership of a trading bloc are
identified, analysed and evaluated: trade creation; increased foreign direct
investment; and increased immigration. These points are supported with
relevant examples and contextual references. The main weaknesses were

in terms of the quality of written communication and also the inaccurate
labelling of the aggregate demand/aggregate supply diagram. Nevertheless,
it was thought that this response was just worth a Level 5 mark: 17/20

Part (b): Four possible effects are identified, explained and evaluated
although the evaluation could have been developed more fully and, as

with part (a), the aggregate demand/aggregate supply diagrams were not
labelled accurately. Appropriate examples were used to illustrate the points
made. Overall, this answer was considered worthy of a Level 5 mark. 27/30

OO Results¥lus
Examiner Tip
It is always useful to illustrate analysis with

appropriate diagrams but they should be
labelled correctly to gain full credit.

GCE Economics 6EC04 01



Question 4 (a)

It was rather surprising that more candidates did not achieve full marks on this

guestion. One reason appeared to be candidates misreading the information provided

in Figure 2. Further, some responses did not focus on the change in net investment as a
proportion of GDP between 2010 and 2012 as required by the question. Where the data
interpretation of the data was correct, a wide variety of reasons were provided but some of
these were of dubious relevance.

(a) With reference to the information provided, outline two reasons which might
explain the change in net investment as a proportion of India’s GDP between
2010 and 2012.

ﬁ ResultsPlus

Examiner Comments

The answer begins well with two relevant data references
in the first paragraph. However, the rest of the answer did
not score any marks because it was not apparent why the
reasons identified could be relevant in explaining the fall in
net investment as a proportion of GDP. Score 2/5.

A
2@ Resuusg

Examiner Tip

us

Candidates should have knowledge of factors
which influence investment and then use

the information provided to explain the fall
in net investment in this context.

GCE Economics 6EC04 01

33



34

(a) With reference to the information provided, outline two reasons which might
explain the change in net investment as a proportion of India’s GDP between

2010 and 2012.
(5)

FsWZsl/\_nmﬁ ..... ootk b2 k... iMMWJﬁMQPmMm
o Inddals. GDI. ek hebweon. 20LO. ffovn abenk ..

fo . {'ﬂru. F‘U‘O?ﬂf‘&auf m# Hor.co

{-M,Q.w\usm. UM HA.‘L m,k Of- gmwm A .oml.in, Mam
2010 mnd 20124 shown i1 {35 1 This asoans.

Examiner Comments

% ResultsPlus

This response contains all the elements of a sound answer beginning with
2 data references (worth 2 marks) and the identifying two reasons for
the fall in investment as a proportion of GDP with some explanation of
the second point. As a result this response scored full marks.

OO ResultsPlus

Examiner Tip

This answer demonstrates very good use of
the information provided in developing an
effective summary of the key issues.
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Question 4 (b)

This question was answered fairly well not least because most candidates were able to select
two relevant reasons why India's economy 'is still in trouble' from Extract 1 and to offer
some explanation of their significance. However, some responses did not provide much by
way of analysis nor did they include relevant data references.

(b) With reference to Extract 1, analyse two reasons why India’s economy is ‘still in

trouble’
(8)
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ﬁ ResultsPlus

Examiner Comments

The first paragraph was awarded 3 marks because an issue
(restrictive regulations) was identified and explained.

In the second paragraph another reason was identified
with some explanation and two data references were also
included. Consequently, this paragraph scored 4 marks.

A
ZA\ ResultsPlus
Examiner Tip
The key to achieving high marks in this question is
to explain why the factor identified would cause a

problem for the Indian economy and support this with
appropriate evidence from the information provided.
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Question 4 (c)

This question was the least well answered of the five on this data response context. The
main problem was that many candidates discussed policies to stimulate manufacturing
rather than discussing the case for policies to stimulate manufacturing. Those who did
interpret the question correctly sometimes failed to access all the marks because they
did not explain how the arguments for stimulating manufacturing might help to promote

economic development.

(c) Examine the case for the Indian government using policies to 'stimulate
domestic manufacturing’ (Extract 1, line 23) as a means of promoting economic

development.
(10)
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Examiner Comments

This answer focused on policies that
the Indian Government could employ to
stimulate manufacturing and, as such,
it did not address the question set. It
was awarded 1 mark because there was
reference to job creation.

OO ResultsP

Examiner Tip

Careful reading of questions is essential
to avoid writing irrelevant responses.

38 GCE Economics 6EC04 01




(c) Examine the case for the Indian government using policies to ‘stimulate
domestic manufacturing’ (Extract 1, line 23) as a means of promoting economic
development.

(10)
Cloncon'c. FETR\COM@AT S MR (MO RANENE (A e

a:k 1S ey ek 1S‘jn AU RALS e
CQ(‘W’“CA AL NES S s OO nr—. L_L,EJ“{ ‘Eq C\B‘? Y, v
LSfems. Tadie s v\l e a®AG

\nd\qw ....... e ca b\«e.gn@mQ\%tts\h
oMo Tvese e W wCnneS
anch. WORUSe NY=aV=U IS nwirjj ................... 37NN u.cj—mm .................

E;rt\'er wnoease...and.. INCmes. wM nse .

Aﬂo,ﬂmufncbmngumcmeemnc ______ Therfxe
as. gtoml ________ (names . ﬁie _gemend. ( wmnmmmd

GCE Economics 6EC04 01

39



40

Produdch Waich nwe. demading fems of fraod
aL/Ome. Thg. means . incames. of oy S aOA ASe
and._ feeehyve tuls lead * Wghes Skndad s F luang..

Horelr, U conld Jead +p an evpladodion of
laxpald labar vy hamsnahinal fims dwellasiage
darerhc cap(pruhcal - Thi. will mean (ntmel sl sy
RIGNAEY (o and  Irequaty wdl ase. o

Py mae cire Income. tax.. Tvele. fndd com ke
wed to funct pubd serace)  Sucha meadthea®.
ard_educahon. This will lead Ao gieujer economic .
detlpmnt. o

quemment ey nd- See . A€ in fax eveared Ao

cangllen may méan D [IX revend ar uded onky to.
pereipd A plahicaliy. e Sed.

GCE Economics 6EC04 01



ﬁ ResultsPlus

Examiner Comments

This answer was well-constructed, logical and carefully framed to address
the question set. The first paragraph contained two relevant data
references and was followed by a paragraph explaining the employment
benefits of stimulating manufacturing. Other benefits relating to incomes
and tax revenues were also explained and there were two evaluative
paragraphs. Overall, this response was awarded full marks (10/10).

A

Examiner Tip

This response demonstrates how an effective
answer may be constructed with economic
concepts being applied appropriately.
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Question 4 (d)

Although questions relating to changes in exchange rates have appeared in the past, some
candidates found difficulty in developing accurate and carefully reasoned answers in this
context. Furthermore, some answers considered only the impact on India's balance of
payments, ignoring the possible effects on other macroeconomic variables. Nevertheless,
there were some very good answers to this question which examined several possible
effects in the context of India.

*(d) Assess the possible effects of the fall in the external value of the rupee on the
Indian economy.
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ﬁ ResultsPlus

Examiner Comments

The answer begins with two data references relating to India's current
account of its balance of payments. There is then consideration of the
effects of the depreciation in the value of the rupee on India's current
account followed by two effective pieces of evaluation. Consequently,
this answer score 9/12, 5 marks of which were for evaluation.

OO ResultsPlus

Examiner Tip

This answer could have been improved had some
of the wider implications of the depreciation of the
rupee on the Indian economy been examined.

GCE Economics 6EC04 01
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*(d) Assess the possible effects of the fall in the external value of the rupee on the
Indian economy.
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ﬁ ResultsPlus

Examiner Comments

This answer contains relevant analysis relating to the impact of the
depreciation of the rupee on the competitiveness of India's goods
and on its rate of inflation including a reference from the extract.
The evaluation is imprecise because it refers to 'elasticities' rather
than to 'price elasticities of demand'. This answer scored 7/12.

OO ResultsPlus

Examiner Tip

This answer shows the importance of precision in order to
access higher marks. Furthermore, there needs to be more
evaluation and greater use of the information provided.

GCE Economics 6EC04 01
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Question 4 (e)

This question was relatively straightforward although only the more able candidates

were able to use the information provided effectively to identify appropriate supply side
policies and to show how each policy identified could improve the performance of its
economy. In particular, it was necessary to explain how the supply side policy could affect
variables such as economic growth, the rate of unemployment, the rate of inflation and the

balance of payments on current account.

*(e) With reference to the information provided, evaluate supply-side policies that the

Indian government should pursue to improve the performance of its economy.
(15)
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ﬁ ResultsPlus J/ ResultsPlus
Examiner Comments Examiner Tip

The first page scores 3 marks for a In these 15 mark questions it is
discussion of education and training advisable to include three policies with
with a mark for evaluation at the top evaluation of each. Furthermore, there
of the second page. The discussion of should be an attempt to make the
infrastructure improvements scored 3 evaluative comments more related to
marks with one mark for evaluation in the particular context. In this case, the
the following paragraph. Consequently, evaluation provided was generic with
this answer scored a total of 8/15. little attempt to relate it to India.

GCE Economics 6EC04 01
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Question 5 (a)

Most candidates were able to identify at least one reason for the trend in world

exports. However, this question involved the interpretation of index numbers relating to
the increase in world exports and many candidates were unable to describe the changes
illustrated in Figure 1 and consequently were unable to access the 2 marks available for

application.

(a) With reference to Figure 1, outline two reasons for the trend in world exports over

the period shown,

(5)

ﬁ ResultsPlus

Examiner Comments

The candidate scored 2 marks for application in
the first sentence by correctly calculating the
increase in world exports of the period shown

in Figure 1. Two reasons were identified in the
following two paragraphs with the second reason
on technological advancements including some
further explanation.

Consequently this answer scored full marks (5/5).

GCE Economics 6EC04 01

A
J/ OO ResultsPlus

Examiner Tip

It is useful to include a simple
calculation (as was done in this
answer) to show the significance of
the increase in world exports.




(@) With reference to Figure 1, outline tweo reasons for the trend in world exports over
the period shown.
(5}
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Examiner Comments

This answer began well by explaining that world exports had tripled
and then identifying the fall in transport costs as a reason. However,
the rest of the answer was not related to the upward trend in exports
over the period shown. Therefore, this answer score 3/5 marks.

‘OQ ResultsPlus

Examiner Tip

It is important to focus on the upward
trend in exports when answering a
question of this nature.

GCE Economics 6EC04 01
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Question 5 (b)

This question was answered quite well with most candidates able to identify two reasons
why foreign direct investment (FDI) flows to developing countries exceeded FDI flows to
developed economies with some explanation. As with question 4(b), the main weakness was
inadequate analysis of the points identified.

(b) With reference to Figure 3, analyse two possible reasons why, in 2012, FDI flows to
developing countries were ‘exceeding flows to developed economies for the first
time ever' (Extract 2, lines 2-3)
(8)
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ﬁ ResultsPlus

Examiner Comments

This answer began well by making reference to the data and then
identifying a possible reason why FDI flows to developing countries
were greater than those to developed economies, namely low

labour costs. However, there was no further explanation of the
significance of this factor. In the second paragraph, a second reason
was identified (access to raw materials) with some explanation.
Consequently, this answer scored 5/8 marks with insufficient analysis
being the primary reason why no more marks could be accessed.

Examiner Tip

In these 8 mark questions, 4 marks are available for analysis
so it is important to go beyond the simple identification of a
reason and to include some chains of reasoning.
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(b) With reference to Figure 3, analysj@)ossible reasons why, in 2012, FDI flows to
developing countries were ‘exceeding flows to developed economies for the first
time ever’ (Extract 2, lines 2-3)
(8)
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Examiner Comments

This answer began well with appropriate reference to the data

in Figure 3. In the following two paragraphs, two reasons are
identified and explained fully with each paragraph worth 3
marks. Consequently, this answer scored maximum marks (8/8).

Examiner Tip

It is good practice to establish the facts by reference to the data at
the beginning of the answer before analysing the reasons for the
change in FDI flows. This answer provides such a structure.
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Question 5 (c)

Most candidates were able to identify at least one way by which a country could attract
foreign direct investment and include some evaluation but only the more able included
reference to examples and reasoned evaluation.

(c) With reference to the data and your own knowledge, examine ways by which a
country might try to attract investment from a transnational company (TNC).
(10)
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ﬁ ResultsPlus

Examiner Comments

This answer included some references from the extract and identified
two relevant ways by which a country could attract FDI. However,
there was no evaluation which meant that 4 of the 10 marks could
not be accessed. Consequently, this answer scored 6/10 marks.

O %

A\ Results¥
Examiner Tip

The command word 'examine' implies evaluation

so it is important to include evaluative comments
when this word appears in a question.

GCE Economics 6EC04 01 55



56

LS Ahuoamgh . noveshmend.. un. e daacoh on . EX Tt ona.

(c) With reference to the data and your own knowledge, examine ways by which a
country might try to attract investment from a transnational company (TNC).

(10)
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ﬁ ResultsPlus

Examiner Comments

The first paragraph identified improvements in infrastructure as a
means of attracting FDI with some explanation and some limited
evaluation. There was also reference to particular countries.

This was followed by a consideration of investment in education with
relevant examples but little by way of analysis. The last paragraph
included relevant evaluation of this issue. Overall, this answer scored
8/10 with 1 mark being lost for analysis and 1 mark lost for evaluation.

OO ResultsPlus

Examiner Tip

Analysis of the infrastructure issue could have been
improved by considering the impact on costs of production.
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Question 5 (d)

This was a relatively straightforward and open-ended question which invited candidates to
consider reasons why absolute poverty has been reduced in developing countries and many
scored quite highly. Although there was plenty of information in Extract 1 to help candidates,
many failed to make sufficient use of this and as a result failed to access all the marks
available. Another issue was that the reasons identified needed to be linked to a reduction in
absolute poverty which some candidates failed to do.

*(d) Assess the factors, apart from FDI, which have contributed to a reduction in
absolute poverty in developing countries. Refer to Extract 1 in your answer.
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% ResultsPlus

Examiner Comments

This answer scored full marks for knowledge and analysis with a consideration of
increased investment of education and investment in healthcare. Evaluation, however,
was less strong with just 1 mark for the evaluation of the education issue and 2
marks for evaluation of the healthcare issue. There was also only one reference to the
extract which was repeated for both issues. Overall, this answer scored 9/12 marks.

Examiner Tip

Since there are 5 marks available for evaluation in
the 12 mark questions, it is important to include fully
reasoned evaluative comments to access these marks.

GCE Economics 6EC04 01
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*(d) Assess the factors, apart from FDI, which have contributed to a reduction in
absolute poverty in developing countries. Refer to Extract 1 in your answer.
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Examiner Comments

This was a brief answer which identified two
factors responsible for the reduction in absolute
poverty (improvements in infrastructure and aid)
and included two brief evaluative comments.
However, the analysis and evaluation was very
limited and there was only one data reference.
As a result, this answer scored 6/12 marks.

A
2@ ReSUItSP

Examiner Tip

us

A 12 mark question requires much greater depth
of analysis and evaluation than is evident in this
answer. Careful time management is required to
ensure that candidates produce a sufficient and
detailed response in the time given.
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Question 5 (e)

This proved to be a challenging question for many candidates despite the fact that there
was a significant amount of relevant information provided in the last paragraph of Extract
3 which suggested that there were many factors which might have caused the fall in wages
as a proportion of GDP including technological progress, the entry of labour-abundant
economies into the global economy and the weakening of trade union power. Only the
best candidates were able to consider the significance of globalisation and other factors in
explaining this trend in wages as a proportion of GDP.

*e) ‘Globalisation is solely responsible for the trend in the share of wages as a
proportion of GDP!

To what extent do you agree with this statement? Use the information provided
and your own knowledge in your answer.
(15)
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Examiner Comments

This answer begins by considering why globalisation might be responsible for

the fall in wages as a proportion of GDP. This first paragraph was regarded as
evaluation because the remainder of the answer examines other factors that could
be responsible for this phenomenon. The three factors credited for knowledge,
application and analysis (KAA) were the pressure on firms to increase profits,
technological progress and the decrease in trade union density. Evaluation marks
were gained for the first paragraph and the evaluation of technological progress.
Overall this answer scored 7 marks for KAA and 3 for evaluation.

OO ResultsPlus

Examiner Tip

Questions such as this one enable candidates to
take either view for KAA marks and then they
can use the reverse arguments for evaluation.
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*(e) ‘Globalisation is solely responsible for the trend in the share of wagesasa =
proportion of GDP/

To what extent do you agree with this statement? Use the mformatlon prowded
and your own knowledge‘in your answer.
(15)
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ﬁ ResultsPlus

Examiner Comments

This answer argued that globalisation is not the most important factor
responsible for the falling share of wages as a proportion of GDP. This first
point relating to large population growth is explained well and then evaluated
convincingly. The second point relating to the financial crisis was not explained
or evaluated so well but was worthy of some credit. The final point relating

to the use of capital was explained well but was not evaluated. Overall, this
answer scored 8 for knowledge, application and analysis and 4 for evaluation.

Examiner Tip

It is important to plan time
carefully to ensure that the last
question can be answered fully.
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Paper Summary

Based on their performance on this paper, candidates are offered the following advice:

To develop sufficient confidence in their understanding of the concepts to be able to
apply them in unfamiliar contexts.

To ensure that key concepts are understood and can be defined accurately. In particular,
there was some confusion in question 1(b) about the meaning of the term 'productivity’,
and in question 2(a) about the term 'national debt'.

To ensure that they have a clear understanding of how to interpret numerical and
graphical data. In particular, the reading of the bar charts in question 4 and the
interpretation of index numbers in question 5(a) were weak. Given that data is
frequently represented in these forms, students should ensure that they understand how
to interpret them accurately.

Read questions very carefully to ensure that they are interpreted correctly and that all
elements of the questions are addressed. For example, question 4(c) related to the case
for policies to stimulate manufacturing rather than the policies themselves.

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.

To plan time carefully to ensure that all questions can be answered fully.

To ensure that handwriting is legible. Marks may well be lost if the examiner is unable to
read the answer.
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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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