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Introduction
This was the seventh 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 2015.

The paper proved to be accessible for the vast majority of candidates, with nearly all 
candidates able to access some marks on all 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.

In Section A, Question 2 relating to inequality was the most popular option (44%) with a 
similar proportion of candidates answering Question 3 on tariffs and trade patterns (29%) 
with Question 1 on productivity (28%).

Some candidates found difficulty in the data response questions - which required use of the 
data and extracts. Given that quantitative skills are a key element of the new specification, a 
facility to interpret data is of key importance and so this is an area which needs to be given 
careful consideration in the delivery of the course.

A continuing concern is that the handwriting of some candidates is very poor, which may 
mean they may not achieve the marks which the content merits. Centres should advise 
candidates of the importance of writing with a black pen and with clear handwriting.
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Question 1
In part (a), most candidates could identify and explain one or two factors influencing 
competitiveness such as exchange rates. However, only the strongest responses were able 
to analyse convincingly the significance of productivity for international competitiveness. 
A weakness in some responses was a confusion between productivity and production. 
Furthermore, a key issue for those candidates not achieving high marks was the lack of 
application to the information provided and weak evaluation.

In part (b), most answers included a discussion of at least two relevant effects of low 
productivity on an economy, for example on the trade balance. These answers were well 
developed and included extended chains of reasoning. However, only stronger answers 
considered the impact of a fall in productivity on a range of macroeconomic objectives.
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Part (a): There were only two valid points relating to exchange 
rates and availability of skills. The paragraph relating to 
productivity was not credited because it related to production 
rather than to productivity. There was no valid evaluation. 
Therefore, this answer was awarded a level 2 mark (8/20).

Part (b): Several possible effects were identified but there was 
little associated analysis and the evaluation was superficial. This 
answer was in line with the criteria for a Level 2 response and 
was awarded 13/30.

Examiner Comments

Candidates should understand that analysis is a  
multi-stage process and that the identification of points 
will only achieve low marks.

Examiner Tip
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This is a stronger response because it includes more detailed analysis of the issues raised 
supported by relevant examples and some evaluative comments.
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Part (a): The significance of productivity for international 
competitiveness in relation to labour costs, foreign direct 
investment (FDI) and supernormal profits were considered. 
The latter point was developed to show the significance of 
profits for research and development which might result in 
improvements in the quality of products and innovation. There 
was good evaluation of the first point but the evaluation relating 
to FDI was less strong. Furthermore, the Quality of Written 
Communication was not always strong. Consequently, this 
response scored a Level 4 mark (16/20).

Part (b): Four effects of a fall in productivity were analysed 
well: a fall in exports (linked to the final point on the balance of 
payments); higher unemployment; a fall in FDI; and a decrease 
in wages. Evaluation of the first and third points was good; 
other evaluative comments were less strong. Some relevant 
examples were used to support the points made. It was judged 
that this answer just merited a Level 5 mark (26/30).

Examiner Comments

This answer demonstrates analysis through the 
development of chains of reasoning. However, it 
could have been improved further with more effective 
evaluation and greater clarity of expression.

Examiner Tip
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Question 2
This was the most popular of the three essay questions and most candidates were able to 
include some relevant material in both parts.

However, in part (a), many answers focused simply on factors which might explain income 
inequality rather than on the reasons for an increase in inequality.

In part (b), the most common response was to consider changes in income tax which was 
generally explained well. A large proportion of candidates used the Laffer curve in their 
evaluation. Other popular polices included a reduction in VAT and investment in education 
and training. However, some candidates penalised themselves by considering only ways 
by which income inequality could be reduced, ignoring discussion of measures by which 
wealth inequality could be reduced. It was evident that some candidates did not have a clear 
understanding of the distinction between income and wealth. Furthermore, a minority of 
candidates related their answers to a developing country and not to a developed economy 
as required by the question and so were unable to access the full mark range.
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Part (a): Three reasons for the increase in inequality were identified: 
cuts in income tax rates; reduction in welfare benefits; and the global 
recession. Although the analysis for the first two was good, it was less 
well-developed for the last point. Evaluation was included for the first 
two reasons but the second was not well-related to inequality.  
Therefore, this answer was awarded a Level 4 mark (16/20).
Part (b): Three ways by which income inequality could be reduced 
(increase in highest rate of income tax; increased spending on higher 
education; and increasing the national minimum wage) were analysed 
with some appropriate evaluation. However, there was no consideration 
of how wealth inequality might be reduced. Consequently, this answer 
was limited to a Level 3 mark (21/30).

Examiner Comments

It is important that all aspects of a question are considered 
in the answer. This answer would have achieved a higher 
mark if a method by which wealth inequality could be 
reduced had been considered in part (b).

Examiner Tip
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Part (a): This answer referred to four factors affecting income 
inequality: a change in the tax structure; the education system; 
an increase in university tuition fees; and globalisation which 
were illustrated with relevant examples. However, the point 
relating to the education system did not consider why income 
inequality had increased, and evaluation was rather superficial. 
Consequently, this response scored 16/20 (top of Level 4).

Part (b): Four ways by which both wealth and income inequality 
could be reduced were discussed with three evaluative 
paragraphs. The UK was used as the context for the answer and 
included relevant information to support the lines of argument 
considered. This response was awarded a Level 5 mark 28/30.

Examiner Comments

Candidates will be credited for answers not in the mark 
scheme if the analysis is relevant. In part (b), the last point 
was a reduction in government expenditure on welfare 
benefits. The candidate supported this policy by arguing 
that this would provide an incentive for the unemployed 
to look for a job and start earning thus reducing income 
inequality. Consequently, it received credit.

Examiner Tip



34 GCE Economics 4 6EC04 01

Question 3
Part (a): This was an accessible question and many candidates scored highly. There was a 
good understanding of tariffs, often illustrated with accurate diagrams. A variety of reasons 
to explain why a country might impose tariffs was considered with relevant evaluation, 
although some were quite narrow, simply focusing on the need to protect domestic 
industries. Weaker responses were characterised by an inability to discuss at least three 
reasons for tariffs or were entirely generic with no reference to any context.

Part (b): A large proportion of candidates developed good analysis around globalisation 
and the opening up of China and the countries in Eastern Europe. However, this proved 
to be a challenging question and many candidates were confused between absolute and 
comparative advantage. Furthermore, some answers were poorly focused on the question 
because they considered reasons for current trade patterns rather than considering reasons 
for changes in trade patterns. Evaluation was often weak.
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It is important to be able to 
explain the significance of the 
law of comparative advantage 
for free trade and for explaining 
patterns of trade. It should be 
noted that the new specification 
requires candidates to be able 
to explain this concept with 
reference to numerical examples 
and diagrams.

Examiner Tip

Part (a): The first two points concerning increasing demand 
for domestic goods and protecting domestic producers from 
competition were very similar. The third point 'to improve the 
balance of payments' was incomplete because it should have 
made reference to the current account or to the trade  
balance. The evaluative comment on the first point was  
generic and there was a brief evaluation of the second issue. 
This answer was, therefore, deemed to meet the criteria for a 
Level 3 mark and scored 12/20.

Part (b): This answer included reference to comparative 
advantage but the associated diagram related to each country 
having an absolute advantage in one product. Furthermore, 
the response did not really address the reasons for changes 
in trade patterns. The same is true of the point made in 
the very last paragraph. There was some relevant analysis 
relating to the increase in trade blocs which were discussed in 
the context of trade creation and trade diversion. Evaluation 
was very limited. Consequently, this response only met the 
criteria for a Level 2 mark of 15/30.

Examiner Comments
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Part (a): This is a convincing answer which considered three 
reasons to explain why tariffs might be imposed, supported by 
examples, and included some evaluative comments. However, 
it was not awarded full marks because there was some 
imprecision in parts. It scored 18/20.

Part (b): The response made reference to globalisation, trading 
blocs, comparative advantage, and trade liberalisation as 
reasons for changes in trade patterns. However, there were 
some weaknesses including the following: the numerical 
example demonstrated absolute rather than comparative 
advantage; and there was no evaluation. Consequently, this 
response was awarded a Level 3 mark (20/30).

Examiner Comments

It is important to include a critical approach in answer 
to any question which contains a command word 
demanding evaluation.

Examiner Tip
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Question 4 (a)
By using the information provided, most candidates were able to identify at least one  
role performed by the IMF and were, therefore, able to score some marks on this  
question. Better answers made use of the numerical data relating to Ghana to access  
the application marks.

This answer outlined the roles of the IMF in providing financial 
assistance and in supporting Ghana's growth programme. It was 
supported by two specific references to the data provided (the 
40% depreciation of the cedi and the fiscal deficit of 11.8% of 
GDP). It was, therefore awarded 5/5 marks.

Examiner Comments

This was an excellent answer because the roles of the 
IMF were explained and good use was made of the data.

Examiner Tip
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This answer identified two roles of the IMF with no explanation 
or no specific data references. Therefore, this response scored 
just 2/5 marks.

Examiner Comments

To achieve a higher mark, some further explanation of 
the roles was required as well as the inclusion of two 
data references.

Examiner Tip
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Question 4 (b)
Most candidates found this to be an accessible question which enabled them to score some 
marks. However, only the best responses used the context and the information provided 
effectively. The main weaknesses included the following: no explanation of how the measure 
selected would help to reduce the current account deficit and occasionally there was no 
reference to the measures mentioned in the fourth paragraph of Extract 1. Furthermore, 
some candidates misused their time by including evaluative comments which were not 
required given that the command word was 'explain'.
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The first point relating to tariffs was allowed because the 
extract made reference to 'new taxes'. However, the answer 
was largely generic and the diagram was incorrectly labelled. 
The evaluative comment was not required. The analysis of the 
second point relating to subsidies was better but did not include 
specific reference to how this measure would affect the current 
account of the balance of payments. Consequently, this answer 
was awarded 5/8 marks (2 for the first measure and 3 for the 
second).

Examiner Comments

It is important to ensure the 
question is addressed directly 
which, in this case, means that 
the impact of each measure 
on the current account of the 
balance of payments must be 
explained.

Examiner Tip
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This answer considered two measures ('subsidies to cocoa 
traders' and 'investment grants and removal of export taxes') 
effectively. In both cases the explanations contained clear 
chains of reasoning, relevant references to the context and to 
the impact on the current account of the balance of payments. 
This answer, therefore, achieved maximum marks of 8/8.

Examiner Comments

This answer provides a useful model of how maximum 
marks may be accessed.

Examiner Tip
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Question 4 (c)
This question was generally answered quite well. The current account deficit and loss of 
confidence were the most popular explanations for the depreciation of the cedi and most 
candidates were able to access marks for application by making use of the data provided. 
In contrast, evaluation of the factors selected tended to be weak. A minority of candidates 
misinterpreted the question by discussing the effects rather than the causes of the currency 
depreciation.
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This answer begins by identifying a possible reason for the 
depreciation of the cedi, namely, 'rapidly rising inflation'. 
However, the subsequent analysis is either confused or 
irrelevant. Therefore, this response scored just 1/10.

Examiner Comments

Causes of changes in exchange rates is a feature of 
both this specification and the new specification so it is 
important that candidates secure an understanding of 
the forces which might cause changes in the external 
value of a currency.

Examiner Tip
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This was an excellent answer which considered the impact of 
the 75% increase in public sector wages on imports and the 
significance of this for the supply of cedi on the foreign exchange 
market, supported by an appropriate diagram. There was a 
relevant piece of evaluation of this factor with reference to the 
marginal propensity to import. This was followed by analysis 
and evaluation of the impact of the high rate of inflation on the 
exchange rate of the cedi. There was an error (slip) in the analysis 
but the diagram conveyed the correct analysis. Consequently, this 
answer scored maximum marks (10/10).

Examiner Comments

This answer demonstrates 
the importance of using the 
material provided in the 
question to provide a  
well-reasoned, coherent 
response which is firmly 
based in the context and 
includes thoughtful evaluative 
comments after each of the 
points made.

Examiner Tip
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Question 4 (d)
This question was generally answered quite well with many candidates being able to identify 
at least two effects of the fall in the external value of the cedi on Ghana's economy. In 
relation to the possible impact on the current account of the balance of payments, many 
candidates evaluated effectively by referring to the Marshall-Lerner condition and to the J 
curve effect. However, some responses lacked precision and sufficient depth in their analysis 
and unconvincing evaluation. For example, weaker responses suggested that the effects 
would depend on the magnitude of the depreciation although the extract indicated that it 
was 40%.
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This response illustrates the 
importance of two issues: 
precision in analysis (both in 
written and in diagrammatic form) 
and also of the need for effective 
evaluation of the points made.

Examiner Tip

This response began by considering the impact on the 
demand for Ghana's exports with a data reference to the 
size of the depreciation in the value of the cedi. However, 
the analysis was rather superficial and the labelling of the 
diagram was inaccurate ('price' instead of 'price level') on 
the y axis. In the evaluation of this point the significance of 
the Marshall-Lerner condition for the current account of the 
balance of payments was not made clear. A second possible 
effect (cost-push inflation) was identified and explained 
briefly and once again the diagram was incorrectly labelled. 
There was no effective evaluation of this point. Consequently 
this answer scored 6/12.

Examiner Comments
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This was a generally sound answer which began by discussing 
the impact of the depreciation on Ghana's current account. In 
the evaluation, the Marshall-Lerner condition was not explained 
but the discussion of the J curve was more impressive. This was 
followed by consideration of the impact on economic growth. This 
was analysed fairly well with appropriate reference to context 
(export of cocoa beans) although one label on the diagram was 
missing. There was effective evaluation of this issue which made 
good reference to the context. Despite the minor deficiencies in 
this answer, the candidate had included sufficient analysis and 
evaluation to score maximum marks (12/12).

Examiner Comments

This answer demonstrates the importance of applying 
economic concepts and models appropriately and of 
using the context to make informed judgements when 
discussing the change of an economic variable.

Examiner Tip
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Question 4 (e)
Most answers included reference to cuts in public expenditure to tax increases as means 
by which Ghana could reduce its fiscal deficit. Consequently, most candidates were able to 
score some marks on this question but it was not common for high marks to be achieved. 
One possible reason for this was that, in many cases, the answers were relatively short 
perhaps a reflection that candidates had left themselves insufficient time to provide a full 
response.
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This answer considered two methods of reducing 
the fiscal deficit: increasing taxes and reducing 
government expenditure. In both cases the 
analysis was not developed with little application 
of economic concepts. Credit was given to the 
evaluation of both these measures but, overall, the 
candidate scored 8/15.

Examiner Comments
The answer should include clear chains of 
reasoning to explain how the measures 
suggested might lead to a decrease in 
the fiscal deficit. For example, it could 
be explained that a cut in unemployment 
benefit might increase in incentives to find 
employment. In turn, this would cause 
an increase in income tax revenues from 
employment and from expenditure and 
taxes because people would have higher 
incomes available for spending.

Examiner Tip
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This response discussed three different ways by which the fiscal deficit could 
be reduced, the last of which was particularly impressive while the first could 
have been developed more fully. There was particularly good reference to 
the context in the analysis of the second and third measures. The evaluative 
comments relating to an increase in income tax and to cutting government 
expenditure were very effective although the evaluation of the last point was 
superficial. Overall, however, this answer scored maximum marks (15/15).

Examiner Comments

This is a good example of a well-structured answer which identifies, 
analyses and evaluates three possible ways by which the fiscal deficit 
could be reduced. Although the quality of analysis and evaluation 
varies in relation to each point, it demonstrates the importance of 
applying economic concepts appropriately and using the information 
provided to good effect.

Examiner Tip
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Question 5 (a)
This should have been a relatively straightforward question but, unfortunately, some 
candidates penalised themselves by not making a clear contrast between the growth rates of 
Ireland and Italy and/or using the wrong timeframe.

This was a weak response because the candidate largely ignored 
the timeframe mentioned in the question when contrasting the 
growth rates between Italy and Ireland. Only the last sentence made 
reference to the relevant years so this answer scored just 1 mark.

Examiner Comments

This response indicates the importance of reading the 
question carefully so that the answer is relevant to the 
question set.

Examiner Tip
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In every sentence of this answer there is an attempt to provide 
a contrast in the growth rates experience by Italy and Ireland. 
This is supported by specific numerical examples from the data 
to support the points being made. Consequently, this response 
scored maximum marks (5/5).

Examiner Comments

This response provides an excellent example of 
how to frame an answer requiring the careful 
interpretation of data to show a contrast between 
trends. This is a quantitative skill which is required as 
part of the new specification so candidates would be 
advised to practise this technique in preparation for 
the new examination papers.

Examiner Tip
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Question 5 (b)
There was a wide range of responses to this question with the best able to identify and 
analyse two reasons to explain why Italy was experiencing a high rate of unemployment 
during a period of deflation. However, some responses did not provide much by way of 
relevant analysis nor did they include any relevant data references.
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The first page of this answer mentioned that Italy does not have 
its own central bank and, therefore, has limited control over its 
economy. However, there was little supporting analysis and no 
specific data references. On the second page there was a point 
about the time-lag involved in the use of supply-side policies. 
Once again the supporting analysis and application were very 
limited. Consequently, this answer scored 4/8.

Examiner Comments

It is important that the analysis provides a clear 
explanation of possible reasons why Italy is 
experiencing both a high rate of unemployment during 
a period of deflation. Furthermore, use could have been 
made of the data on the unemployment rate and the 
growth rate to support the analysis.

Examiner Tip
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The first paragraph refers to the high level 
of taxation as being one possible reason. It 
includes some analysis and a data reference to 
the unemployment rate. However, there is no 
reference to the falling price level.

The second paragraph provides another 
reason relating to the high debt to GDP ratio. 
This is analysed well and there is appropriate 
reference to the data. Overall, therefore, this 
answer was awarded 7/8 marks.

Examiner Comments

The second part of this answer provides a 
good example of the way to develop a sound 
response to this question. It also indicates a 
good examination technique by demonstrating an 
effective response to an 8 mark question can be 
relatively brief if all the key issues are addressed.

Examiner Tip
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Question 5 (c)
Most answers focused on education and training; tax changes; and to possible 
improvements in the public sector. Consequently, most candidates were able to secure some 
marks. However, some answers were generic in nature and did not refer to the context of 
Italy. Furthermore, evaluation of the measures was often fairly limited.



GCE Economics 4 6EC04 01 79

This answer began by discussing the use of tariffs, ignoring the 
fact that, as a member of the European Union, Italy does not 
have the unilateral power to impose protectionist measures.  
The second measure identified, increasing government 
expenditure, was more plausible. However, there was little 
supporting analysis and no evaluation.  This response was, 
therefore, awarded just 2/10.

Examiner Comments

Candidates do need to have an awareness of the 
implications of membership of a trading bloc so that 
they can suggest realistic policies when faced with 
questions such as this one.

Examiner Tip
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This answer began by identifying a reduction of 
taxation levels as a policy which might help Italy 
improve its economic performance and this was 
developed with some relevant analysis culminating 
with the possible impact on economic growth. In 
the first sentence, there was also a clear reference 
to the context i.e. bring down taxes 'to the euro 
zone average'. This was followed by some effective 
evaluation of the policy.

The second measure selected, an improvement in 
the quality and efficiency of the public sector, was 
also supported by some analysis but the evaluation 
was limited. This answer was awarded 8/10 marks.

Examiner Comments

The first part of this answer was very 
convincing and offers a good example of 
how such a question might be approached. 
To improve further, the candidate needed 
to provide more context and to develop the 
evaluation of the second point more fully.

Examiner Tip
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Question 5 (d)
Most candidates were able to identify and offer some explanation of at least two factors 
with the most common being foreign direct investment and the housing boom. Evaluation, 
however, was less impressive although many candidates mentioned the possibility that 
profits would be repatriated to the shareholders of transnational companies overseas and 
that the housing boom might be relatively brief. Furthermore, some candidates did not 
access the application marks by failing to use any of the numerous data references found  
in Extract 2.
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This answer focused mainly on the significance of foreign direct 
investment and included two appropriate data references with 
supporting analysis. However, there was no evaluation of this 
point and no further factors were discussed which might explain 
the rapid rate of economic growth in Ireland. Consequently, this 
response was awarded just 5/12 marks.

Examiner Comments

Given that the answer provided was good as far as it 
went, it is unfortunate that it was not developed further 
to include at least one other reason to explain Ireland's 
rapid rate of economic growth. If poor time planning 
was the issue, then it is important for candidates to 
determine, in advance of an examination, how much 
time to allocate to the each of the questions. This 
should be considered carefully in preparation for the 
examination papers in the new specification.

Examiner Tip
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This was a sound answer which began by discussing the significance of 
rising house prices. The skills of analysis, application and evaluation were 
demonstrated impressively. Similarly, there was a sound examination of the 
significance of low rates of corporation tax as an explanation for Ireland's 
rapid economic growth rate. A further issue (the high rate of exports) was 
considered at the end of the answer but there was no evaluation of this 
factor. The only deficiency in this answer was insufficient evaluation so it 
scored 11/12 marks.

Examiner Comments

The first two factors scored maximum marks for knowledge, application 
and analysis demonstrating an ability to select and apply economic 
concepts and to develop coherent, well-reasoned explanations.

Examiner Tip
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Question 5 (e)
Candidates had the opportunity to argue that a high public sector debt to GDP ratio was or 
was not a cause for concern and then could evaluate by considering the counter-arguments. 
However, answers to this question were less impressive than might have been expected 
given that this is a standard part of the specification. In many responses, both analysis and 
evaluation were not developed in sufficient depth or related to the information provided in a 
meaningful way.
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The answer begins by considering the problems 
associated with the debt servicing costs of the 
debt and includes a data reference as well as 
a valid evaluative comment. The second point 
relating to a fall in investment is less impressive as 
is the associated evaluation. Indeed, there is little 
more than identification of the point. Overall, this 
answer scored 9/15 marks.

Examiner Comments

This answer suggests that the candidate 
ran out of time since only two reasons 
were considered. As previously mentioned, 
time planning is very important to enable 
candidates to access the full range of marks.

Examiner Tip
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The first issue considered was that of the cost of servicing the 
debt but the associated analysis was limited and credit was only 
given for the first evaluative sentence. However, the analysis 
relating to the danger of higher interest rates was developed 
more fully, although the diagram did not include labels for either 
axis. This was followed by two very brief evaluative comments. 
The third issue raised was that the high public sector debt to 
GDP ratio could deter investment but the supporting analysis 
was limited and there was no effective evaluation of this point. 
Overall, this answer was awarded 10/15 marks.

Examiner Comments

This answer had a good structure with three clear 
reasons why the high public sector debt to GDP ratio 
might be a cause for concern and there were some 
relevant data references. However, it would have 
achieved a higher mark if there were clearer chains 
of reasoning in the analysis and if the evaluation was 
developed more fully.

Examiner Tip
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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 and to be able to 
apply them in both familiar and unfamiliar contexts.

•	 To ensure that key concepts are understood and can be defined and explained 
accurately.

•	 To develop a facility in the interpretation of numerical and graphical data which is very 
significant in data response questions.

•	 To 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.

•	 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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