Examiners’ Report
January 2010

GCE Economics 6EC01

Edexcel Limited. Registered in England and Wales No. 4496750
Registered Office: One90 High Holborn, London WC1V 7BH

Economics 6EC01
ii

Edexcel is one of the leading examining and awarding bodies in the UK and throughout the world.
We provide a wide range of qualifications including academic, vocational, occupational and
specific programmes for employers.
Through a network of UK and overseas offices, Edexcel’s centres receive the support they need to
help them deliver their education and training programmes to learners.
For further information, please call our GCE line on 0844 576 0025, our GCSE team on 0844 576
0027, or visit our website at www.edexcel.com. If you have any subject specific questions about
the content of this Examiners’ Report that require the help of a subject specialist, you may find
our Ask The Expert email service helpful.
Ask The Expert can be accessed online at the following link:
http://www.edexcel.com/Aboutus/contact-us/

Alternatively, you can speak directly to a subject specialist at Edexcel on our dedicated Business
telephone line: 020 7190 5329

ResultsPlus is our unique performance improvement service for you and your students.
It helps you to:

•

Raise attainment - by providing in-depth analysis of where your class did well and not so
well, enabling you to identify areas to focus on/make improvements.

•

Spot performance trends at a glance by accessing one-click reports. You can even choose to
compare your cohort’s performance against other schools throughout the UK.

•

Personalise your students’ learning by reviewing how each student performed, by question
and paper you can use the detailed analysis to shape future learning.

•

Meet the needs of your students on results day by having immediate visibility of their exam
performance at your fingertips to advise on results.

To find out more about ResultsPlus and for a demonstration visit
http://resultsplus.edexcel.org.uk/home

January 2010
Publications Code US022721
All the material in this publication is copyright
© Edexcel Ltd 2010

Economics 6EC01
1

General Comments
This was the third 6EC01 exam paper from the new speciﬁcation launched in September 2008. The structure
of the paper involve candidates answering eight supported multiple choice questions, each being worth up
to 4 marks (and so totalling 32 marks). Candidates are then required to select a data response question from
a choice of two, totalling 48 marks.
Some candidates appeared to struggle to complete the paper in the time available. Consequently, future
6EC01 papers will contain less extract information. Furthermore, the June 2011 paper will have just ﬁve subquestions (instead of six) within each data response question. This should make it easier to complete the
exam paper in the one and a half hours available.
Overall, the paper appeared accessible to the vast majority of candidates and differentiated effectively
between the qualities of responses. The mean score was 42.7 (compared to 40.9 in January 2009) and the
standard deviation 13.2 (compared to 14.0 in January 2009).
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Section A: supported multiple choice questions
Most candidates ﬁnd this method of testing highly accessible. The mean score for the supported multiple
choice questions was 18.59 out of a total of 32 marks (compared to 19.74 in the January 2009 series).
The quality of responses varied enormously and a relatively small proportion achieved high marks of 26 or
more. The most challenging question appeared to be Q8 which recorded the lowest mean score of 1.55 out
of 4 marks. Many responses selected incorrect option A, confusing the mobility of capital with the mobility
of labour. The most successfully answered question was Q4, concerning the demand for newly built housing
and building workers. It recorded the highest mean score of 2.67 out of 4 marks. This was particularly
pleasing since the concept of ‘derived demand’ was a new addition to the 6EC01 speciﬁcation.
The key to success involves deﬁning the main concept in the question (usually awarded 1 mark) and
applying appropriate economic theory and analysis (usually awarded up to 2 marks). Annotation of the
diagrams provided in any question is a good strategy, for example, Q4 and Q6. In a similar vein, completion
of the table in Q2 was a way of gaining marks. Q2 and Q3 also offered scope for candidates to introduce
diagrammatic analysis as a means of demonstrating their knowledge and application of the issues at hand.
Some candidates attempted to gain marks by eliminating incorrect options. Up to three marks are available
for successfully eliminating three incorrect options (providing that separate reasons are offered). However,
mixed success was achieved here. It requires candidates to explicitly state the option key being rejected
and then to offer an appropriate explanation. Several examples of how to successfully eliminate incorrect
options are provided in the following candidate responses. A certain skill is required for this and it is
important to practise the technique.
Note, it is perfectly acceptable to use a combination of techniques for securing the three explanation marks, for
example, explaining the correct answer, diagrammatic analysis and eliminating one or more incorrect answers.
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Question 1: Market failure and mixed economies

Examiner Comments
This candidate scored 4 marks.
Correct option D (1 mark): The candidate deﬁnes a mixed economy (1 mark) and then identiﬁes a reason
for government intervention, namely, a free market economy may not ensure sufﬁcient provision of
public goods such as street lighting (1 mark). This is explained by reference to the free rider problem
(1 mark). It is a sound, clinical answer that is well applied to the question set.

Examiner Tip
Option A is easy to reject by stating that the proﬁt motive is often highly desirable since it gives an
incentive to ﬁrms to produce goods and so help satisfy consumer demand.
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Question 1: Market failure and mixed economies

Examiner Comments
This candidate scored 3 marks.
Correct option D (1 mark): The candidate deﬁnes a mixed economy (1 mark) and market failure (1 mark)
but offers no application to a type of market failure here. This was common reason why candidates did
not achieve full marks.
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Question 2: Opportunity cost from a production possibilities table

Examiner Comments
This candidate scored 4 marks.
Correct option C (1 mark): The candidate deﬁnes opportunity cost (1 mark) and calculates it for raising
agricultural output, showing the ﬁgures in the blank column of the table (2 marks). It is recommended
that candidates make use of any prompts in the question instructions.
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Examiner Tip
However, it is also possible to achieve full marks without application to the table, for example, by deﬁning
a production possibility frontier (1 mark) and sketching a suitable diagram that shows opportunity cost
increasing (1 mark).
Option D is easy to reject by stating that a maximum of 60 million units of agricultural goods and just 48
million units of manufactured goods are possible simultaneously (1 mark).
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Examiner Comments
This candidate scored 3 marks.
Correct option C (1 mark): The candidate calculates the opportunity cost of increasing agricultural output
and so makes effective use of the data in the table (2 marks). The difﬁcult part of the answer has been
achieved. However, no deﬁnition of opportunity cost or production possibility frontier is offered. This
demonstrates the importance of deﬁning key economic concepts throughout.
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Question 3: Price elasticity of demand for business and leisure ﬂights

Examiner Comments
This candidate scored 4 marks.
Correct option B (1 mark): The candidate gives a formula for price elasticity of demand (1 mark) and then
identiﬁes business air travel to be inelastic in demand and leisure air travel to be elastic in demand (1
mark). The implications of this is alluded to in terms of raising price for business travellers and lowering
price for leisure travellers to increase the ﬁrm’s total revenue (1 mark).
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Examiner Tip
A small minority of responses used excellent diagrammatic analysis to show how a change in price on suitable
demand curves will increase total revenue in each market. This was automatically awarded full marks.
Option C is easy to reject since it refers to inferior goods. To answer this we need information on income
elasticity of demand but this is not provided in the table.
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Examiner Comments
This candidate scored 3 marks.
Correct option B (1 mark): The candidate gives a formula for price elasticity of demand (1 mark) and then
identiﬁes business air travel to be inelastic in demand and leisure air travel to be elastic in demand (1
mark). No further application is offered in terms of its relevance to price changes and total revenue.
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Question 4: Newly built housing market and bricklayer labour market

Examiner Comments
This candidate scored 4 marks.
Correct option B (1 mark): The candidate cogently explains that a decrease in real income will lead to a
decrease in demand for housing since it is less affordable, so reducing price (1 mark) and then proceeds to
explain how the demand for bricklayers will decrease due labour being a derived demand (1 mark). Both
diagrams are annotated to show a decrease in demand for newly built housing and bricklayers (1 mark).
Note that it is important to label the new equilibrium price and wage positions to ensure a mark.
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Examiner Comments
This candidate scored 3 marks.
Correct option B (1 mark): The candidate explains that the demand for labour is derived from the demand
for the ﬁnal product it makes (1 mark) and then applies to the question, namely, that a decrease in real
income will force a decrease in demand for housing and so bring about a drop in price (1 mark). After this,
confusion sets in and the discussion leads to an incorrect shift of the supply curve of bricklayers to the
right. Correct annotation of both diagrams is required to achieve a mark.

Economics 6EC01
13

Economics 6EC01
14

Examiner Comments
This candidate scored 4 marks.
Correct option D (1 mark): The candidate deﬁnes market failure (1 mark) and provides a suitable diagram
of external beneﬁts, depicting how consumption should increase to reach the social optimum position.
Some application is offered to the consumption of vitamins though it is not fully explained (for example,
in terms of reducing healthcare costs or increasing productivity for employers) (1+1 marks).
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Examiner Comments
This candidate scored 2 marks.
Correct option D (1 mark): The candidate deﬁnes a subsidy (1 mark) but does not offer any speciﬁc
examples of how it might be applied to goods which yield high external beneﬁts. The answer could have
been developed with a subsidy diagram showing how the increase in supply would reduce price and raise
output. This could be applied to a good or service which yields external beneﬁts, for example, healthcare,
education or public transport.

Examiner Tip
Option A is easy to reject since public goods, by their very nature, cannot be rationed once provided, for
example, national defence or a ﬂood defence scheme.
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Question 5: Government intervention to correct market failure

Examiner Comments
This candidate scored 4 marks.
Correct option C (1 mark): The candidate explains the purpose of a minimum price scheme in terms
of stabilising price ﬂuctuations and producer incomes (1 mark). A further 2 marks are achieved by
identifying the initial area of government spending on the scheme (ZWQ1Q2) and the new area
(XYQ3Q4) after the minimum price is increased. Annotation of the diagram is also offered though full
marks are already achieved.
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Examiner Comments
This candidate scored 3 marks.
Correct option C (1 mark): The candidate identiﬁes an increase in excess supply of Q3Q4 which the
government has to buy up (1 mark). However, the initial and new areas of government spending on
the minimum price scheme are not identiﬁed - this was typical of many responses and it highlights the
importance of making greater use of any diagrams offered in the question. The candidate aptly rejects
option D by stating that the output of barley will increase from Q2 to Q4 (1 mark).
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Question 6: EU minimum price for barley

Examiner Comments
This candidate scores 4 marks.
Correct option A (1 mark): The candidate deﬁnes (and shows the formula) for cross elasticity of demand
(1 mark) and then directly applies to tea and milk (1 mark). Reference is also made to tea and milk
being complementary goods with a negative cross elasticity of demand (1 mark). Full marks are already
achieved but another mark would usually be awarded for successful rejection of option C since tea and
coffee are substitutes with a positive cross elasticity of demand.
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Examiner Comments
This candidate scored 3 marks.
Correct option C (1 mark): The correct formula for cross elasticity of demand is provided (1 mark) and
reference made to tea and milk being complementary goods since they are in joint demand (1 mark).

Examiner Tip
There is no explicit application made to how a change in price of milk might cause the demand for tea
to move in the opposite direction. Also, the candidate needs to apply the reference made to substitutes
directly to tea and coffee.
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Q7: Cross elasticity of demand for tea

Examiner Comments
This candidate scores 4 marks.
Correct option D (1 mark): The candidate refers to improving information on job vacancies in different
areas as a means of combating asymmetric information (1 mark) and then deﬁnes the geographical
mobility of labour (in terms of the ease at which labour can move across regions to take work) (1 mark).
Finally, option B is successfully rejected since an increase in the Job Seeker’s Allowance might encourage
workers to go on beneﬁts rather than ﬁnd a job (1 mark).

Examiner Tip
The candidate achieves full marks without suggesting how information on job vacancies in different
areas could be improved, for example, by improving the training of Job Centre staff or the location of Job
Centres. Very few responses offered a measure to improve information on job vacancies.
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Question 8: Geographical mobility of labour

Examiner Comments
This candidate scored 3 marks
Correct option D (1 mark): The candidate deﬁnes geographical mobility of labour (1 mark) and then
outlines how an increase in knowledge will enable workers to see where the jobs are and possibly relocate
to ﬁll them (1 mark). This was a typical answer for most candidates who selected the correct option. To
achieve the ﬁnal mark requires some application to a type of improvement in job vacancy information or
a rejection of an incorrect option.

Examiner Tip
Unfortunately, many candidates selected incorrect option A, confusing a measure to increase capital
mobility with labour mobility.
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Question 8: Geographical mobility of labour

Section B: Data response questions
The data response questions have a substantial weighting for evaluation marks (16 out of 48 marks).
Consequently, it is vital that candidates make evaluative comments when required by the question as these
may comprise up to half the marks available for the higher mark tariff questions.
Furthermore, attention should be directed to the quality of written communication (QWC), especially in
those questions identiﬁed by an asterisk in the question paper Here, candidates should attempt to develop a
coherent argument and take into account grammar and presentation. Although no explicit marks are awarded
for QWC, it forms part of the overall impression that examiners take into account when awarding marks.
Both data response questions were accessible to candidates. However, Question 9 (Oil prices) was a more
popular choice with 73% of candidates selecting this, compared to 27% choosing Q10 (Road congestion
and road pricing). The mean score for Q9 was 25.43 and for Q10 24.25 out of a total of 48 marks. These
scores suggest the questions are comparable in terms of the demands placed upon candidates and in the
marking process.
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Question 9 (ai)

Examiner Comments
This candidate scored 6 out of 6 marks.
The candidate explains how economic growth in China has led to an increase in demand for oil and thus
its price. This reason is well developed (2 marks); mention is also made to speculative buying of oil (1
mark). A diagram depicting an increase in demand and the original and new higher price equilibriums
secures the 3 marks available.
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Question 9 (ai)

Examiner Comments
This candidate scored 4 out of 6 marks.
The candidate refers to China’s economic growth leading to an increase in demand and price of oil (1
mark). A further 3 marks is awarded for the diagram depicting an increase in demand and the original and
new price equilibriums. Overall, the answer is too brief and no mention is made of speculative buying or
explicit reference to the actual oil price increase which would have increased the score.
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Question 9 (aii)

Examiner Comments
This candidate scores 6 out of 6 marks.
The candidate starts with a deﬁnition of price elasticity of supply (1 mark) and then explains why oil is
likely to be inelastic in the short run, referring to the lengthy extraction process (1 mark). The answer
moves on to explain how supply might be elastic in the long run due to successful oil exploration and
development of new ﬁelds (2 marks). Finally, a sound evaluation point is made through discussing the
availability of oil stocks and how it might affect elasticity in the short run (2 marks). Relatively few
responses offered an evaluative comment.
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Examiner Comments
This candidate scores 4 out of 6 marks.
This answer was typical of candidates who understood elasticity of supply and could apply the concept to
the extract information but offer no evaluation. Consequently, the two evaluation marks were missed.
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Question 9 (bi)

Examiner Comments
This candidate scored 8 out of 8 marks.
The answer is full of ideas and explains how rising oil prices lead to higher production costs and lower
proﬁts (or even losses and bankruptcy). Mention is also made of reducing the quantity of ﬂights in order
to lower production costs. All 4 knowledge, application and analysis marks are achieved here.
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Examiner Tip
The answer includes several evaluative ideas, for example, the oil price increase is signiﬁcant for airlines
since they have such high fuel costs; it is difﬁcult to pass the oil costs on to the consumer since the
choice of airlines is high; some airlines may not be affected since they receive state subsidies like Alitalia.
All 4 evaluation marks were achieved here.
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Question 9 (bi)

Examiner Comments
This candidate scored 4 out of 8 marks.
The candidate refers to the possibility of airline bankruptcy and the need to raise the ticket price of
ﬂights (2 marks). An evaluative comment is made by discussing the difﬁculty of raising ticket prices at
a time of falling demand (presumably due to the recession). A beneﬁt of doubt is awarded here to the
overall quality of discussion (2 marks).
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Question 9 (bii)

Examiner Comments
This candidate scored 10 out of 10 marks.
The candidate explains how the subsidy may keep the company in the market and lower its production costs.
This is supported by good diagrammatic analysis. 6 marks awarded for knowledge, application and analysis.
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Examiner Tip
Evaluation is effectively made by exploring the quality of service offered by Alitalia and how the subsidy
might not have its desired result, especially if demand is price inelastic for its services. The answer continues
in an evaluative vein by discussing how the company might become reliant on the subsidy and the
implications of it being withdrawn if it diverts too much money from government ﬁnances. Reference is
also made to the encouragement of trade and tourism for Italy. The full 4 evaluation marks were awarded.
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Question 9 (bii)

Examiner Comments
This candidate scored 7 out of 10 marks.
The candidate deﬁnes a subsidy and provides a diagram and explanation of its effects (3 marks). The
knowledge, application and analysis is a little brief. However, two sound evaluation points are given, one
discussing the opportunity cost implications for the government and the other discussing the efﬁciency
of Alitalia in the long term and its implications for consumers (2+2 evaluation marks).
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Question 9 (c)

Examiner Comments
This candidate scored 6 out of 6 marks.
An extensive deﬁnition of external costs is given (costs not taken into account by the price mechanism
and external to an exchange, affecting the third party) (2 marks). Two clear examples of external cost
from the consumption of oil is developed, one focusing on the use of cars and the other on the use of oil
in machinery (2+2 marks).
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Examiner Comments
This candidate scored 3 out of 6 marks.
One mark is gained from deﬁning external costs (costs to a third party) but more development is required
to secure the second mark (up to 2 marks are usually available for a deﬁnition). 2 marks are awarded for
explaining how burning oil causes atmospheric pollution and destroys the ozone layer. Another example is
required to gain further marks here, for example, respiratory illnesses or river pollution.
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Question 9 (d)

Examiner Comments
This candidate scored 9 out of 12 marks.
The candidate explains the meaning of an indirect tax (1 mark) and offers relevant diagrammatic analysis
which is applied to internalising external costs (2+1 marks). Consideration is then given to the impact
of the increase in petrol tax on small businesses and how there might be an increase in the use of public
transport (1+1 marks).

Economics 6EC01
38

Examiner Tip

.

Some evaluation is offered when recognising that the increase in tax revenue could be ear-marked for
public transport subsidies (1 mark). Furthermore, some discussion is made to a petrol tax working with
the market and the implications of this (2 marks). By expanding the evaluative comments, full marks
could be achieved, for example, consideration of price elasticity of demand for petrol or the magnitude of
the tax increase in relation to the current level of tax on petrol as shown in Figure 2.
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Question 9 (d)

Examiner Comments
This candidate scored 6 out of 12 marks.
The candidate starts well by providing a diagram and its explanation (3 marks). This is followed by
identifying a range of effects which are barley developed, for example, an increase in usage of public
transport, car ﬁrms going bankrupt and the mobility of labour falling (3 marks). Overall, there is a lack
of evaluation.
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Question 10 (a)

Examiner Comments
This candidate scored 6 out of 6 marks.
The candidate identiﬁes and explains two distinct reasons for the increase in licensed private cars over
the period. Each is dealt with in separate paragraphs. Explicit data reference is made to the increase in
licensed cars. This is followed by data reference to the increase in weekly wages which make cars more
affordable. Furthermore, cars are identiﬁed as normal goods (3 marks).
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Examiner Tip
The second reason continues in a similar vein – explicit data use to show that bus and rail travel has
increased at a faster rate than motoring, causing people to switch to using cars. The candidate still
recognises that use of cars might be more expensive but that it is worth more in the eyes of consumers
than the beneﬁts gained from bus and rail use (3 marks).
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Examiner Comments
This candidate scored 3 out of 6 marks.
Unfortunately, no explicit data use is made. However, the candidate identiﬁes that motoring costs have
increased the least when compared to bus and rail travel (1 mark). In addition, the increase in household
income means that people are more able to afford to buy a car (1+1 marks).
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Question 10 (b)

Examiner Comments
This candidate scored 6 out of 6 marks.
The candidate starts by recognising that building more roads will create more road space and offer
alternative routes to avoid congestion. This is developed by suggesting that road building could be
targeted in areas of greatest road congestion (3 marks).

Examiner Tip
The candidate continues by referring to Figure 1 which shows the number of licensed cars growing at a
much faster rate than new roads so that the policy is unlikely to work. Reference is also made to the time
span required to build roads and that it is very expensive (2 marks). Finally, building more roads might
simply attract more drivers on to them and so add to congestion rather than reduce it (1 mark). Clearly
this is a sophisticated answer which explores both sides and evaluates by doing so.
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Examiner Comments
This candidate scored 3 out of 6 marks.
The candidate suggests building more roads will provide more routes to get to work and so ease
congestion (1 mark). This measure is then questioned since new roads encourage more motorists to use
them (1 mark) and may simply transfer the congestion problem to another area (1 mark).

Examiner Tip
More marks could be gained by explicit data reference and teasing out the issue further, for example,
discussing the opportunity cost involved, problems of securing planning permission and the limited
availability of land to build on.
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Question 10 (c)

Examiner Comments
This candidate scored 12 out of 12 marks.
The candidate considers how a national road pricing scheme might reduce congestion, offering suitable
diagrammatic analysis which internalise the external costs. A comment is also made on charging
motorists at peak times and how funds raised from the scheme could be used to improve road and rail
networks. Reference is also made to the £28 billion savings from wasted time delays (6 marks).

7 Q10c
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Examiner Tip
The candidate then discusses problems of the scheme such as the cost of its implementation, possible
evasion by motorists and the use of alternative minor routes not subject to the charge – all leading to
government failure. Overall, it just appears to scrape 6 evaluation marks.
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Examiner Comments
This candidate scored 7 out of 12 marks.
The candidate uses the extract information on how a road pricing scheme could reduce congestion by
50% and save the economy up to £28 billion in time delays. This is because less people will use their cars
due to the charge and switch to public transport. Consideration is also given to making the transport
system more efﬁcient due to the reduction in congestion (5 marks).

Examiner Tip
Problems of the scheme are rather brief, considering the impact on poor people and the cost of installing
the satellite boxes in vehicles (2 marks).
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Question 10 (d)

Examiner Comments
This candidate scored 7 out of 8 marks.
The candidate identiﬁes a tax on workplace parking as a means of reducing road congestion (1 mark)
and suggests the revenue collected could be used to reduce the price of public transport and encourage
motorists to use this (2 marks).
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Examiner Tip
Evaluation is provided in terms of motorists parking outside of their workplace to avoid paying the tax
and so it is unlikely to be effective, with money being wasted on the scheme (2 marks). Affordability of
the tax and how people may change jobs to avoid it is also discussed (2 marks).
Note candidates were required to refer to one of the three measures mentioned in lines 8-9 of extract 2,
namely, car-sharing lanes, a tax on workplace parking or converting hard shoulders into motorway lanes.
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Question 10 (d)

Examiner Comments
This candidate scored 6 out of 8 marks.
The candidate identiﬁes the use of the hard shoulder on motorways as a means of reducing road
congestion (1 mark) and uses data to show that it is relatively cheaper than road widening - an
important point in today’s economic climate (2+1 marks).
The candidate offers evaluation in the last paragraph by questioning the wisdom of such a scheme since
it would affect the ability of emergency services to deal with breakdowns on motorways. (2 marks).
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Question 10 (e)

Examiner Comments
This candidate scored 6 out of 6 marks.
A sophisticated answer is given where normal and inferior goods are both deﬁned, along with income
elasticity of demand (1+1+1 marks).

6

Q10e

Examiner Tip
A correct calculation of income elasticity of demand for bus travel is made from the data provided (0.14)
which is identiﬁed as being income inelastic in demand (2+1 marks). Only the very best responses made
use of the data by calculating income elasticity of demand.
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Question 10 (e)

Examiner Comments
This candidate scored 3 out of 6 marks.
A deﬁnition of inferior and normal goods is provided (1+1 marks), along with speciﬁc use of income and
bus travel ﬁgures (1 mark). However, no attempt is made at calculating income elasticity of demand.
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Question 10 (f)

Examiner Comments
This candidate scored 10 out of 12 marks
All six knowledge, application and analysis marks are gained by deﬁning a subsidy (1 mark), explaining
the diagram (3 marks) and then exploring how it could lead to improved bus and rail transport (2 marks).
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Examiner Tip
Evaluation marks are gained by questioning the effectiveness of the subsidy. This includes discussion on
whether public transport is an inferior good and whether demand is price inelastic. The issue of paying for
the subsidy from government ﬁnances is also raised (1+2+1 marks).
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Examiner Comments
This candidate scored 6 out of 12 marks
All six knowledge, application and analysis marks are gained by deﬁning a subsidy and suggesting it helps
to reduce costs (1+1 marks). This is reinforced with diagrammatic analysis (3 marks) and a suggestion
that it will make it more available for ‘the people’ at lower prices (1 mark). It just about scrapes the six
marks available.
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Examiner Tip
Unfortunately, no evaluative comment is offered and so it was effectively marked out of six
marks. This candidate answer demonstrates the importance of offering evaluative comments,
especially in the large mark base questions.
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