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Introduction
This was the third exam 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 2).
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Question 1

This was the least popular of the essay questions and performance was less convincing 
than on the other essay questions.  In Part (a), the main weakness was in aggregate 
demand/aggregate supply analysis of the impact of rising commodity prices.  Relatively 
few responses included accurate diagrams showing a leftward shift in the short run AS 
curve.  Further, some candidates ignored the requirement to analyse the impact of a rise in 
commodity prices on the global economy.

In Part (b), a range of approaches was allowed but the key requirement was to 
make reference to the context of rising commodity prices and slow economic growth.  
Unfortunately, some answers focussed only on growth or on rising commodity prices.
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In Part (a) there was basic analysis of the impact of rising 
commodity prices including a relevant diagram, although 
'real output' should be on the x axis.  The evaluation at the 
top of the second page is not relevant because the question 
implies there has been a substantial rise in commodity 
prices.  Reference is made to the impact of unemployment 
and economic growth.  Evaluation was superficial.

The response to Part (b) broadly focused on policies to 
improve economic growth and largely ignored the impact 
of a rise in commodity prices.  Both the analysis and 
evaluation were superficial.

Examiner Comments

In Part (a), it is useful to use AD/AS 
analysis and then to consider the impact 
on different macroeconomic objectives.  To 
score highly, however, it is necessary to 
consider the impact on the global economy 
as specified in the question.

In Part (b), it is important to consider the 
impact of each policy on both economic 
growth and on inflation.

Examiner Tip
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Part (a): This had the potential to be a very good answer but the first and third 
points were really covering the same issue, namely, economic growth.  It was 
also asserted, incorrectly, that the rise in commodity prices would affect the 
long run aggregate supply curve rather than the short run aggregate supply 
curve.

Part (b): Three valid policies were discussed: a cut in VAT, a decrease in 
interest rates and a cut in corporation tax.  This was supported by relevant 
analysis and evaluation. However, much of the discussion focussed on growth 
and ignored the inflationary effects of the policies.

Examiner Comments

In Part (a), it is important that there is both breadth and 
depth.  This answer considers the impact of higher commodity 
prices on only growth and inflation.

In Part (b) only three realistic policies were discussed.  It is 
not good practice to suggest that a valid policy is 'to decrease 
the exchange rate' without providing a country context where 
there is a fixed exchange rate or a mechanism by which this 
can be achieved under a system of floating exchange rates.

Examiner Tip
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Question 2

This was the most popular of the essay questions and was often answered quite well.  The 
main weakness, however, was to give a definition of economic development or to refer 
to development indictators in either Part (a) or Part (b) of the question.  Indeed, some 
answers focussed almost exclusively on economic growth.

In Part (b), a few answers discussed a wide range of policies to promote economic 
development and consequently included inadequate analysis of debt cancellation and trade 
liberalisation.  Generally, candidates had a better understanding of the consequences of 
debt cancellation for economic development than of trade liberalisation.
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Part (a):  Three factors were identified and discussed: 
corruption, poor governance and civil wars, and the spread of 
disease.  However, the main focus was on economic growth 
rather than on development.

Part (b):  Again the primary focus was on economic growth and 
there was only one good point about debt cancellation.  Much of 
the evaluation was not relevant or rather dubious.

Examiner Comments

It is important to offer a definition of economic development 
and consider some development indicators in the answers to 
both Parts (a) and (b) of this question.

Specific examples of developing countries help to illustrate 
the points being made and improve the quality of an answer 
to a question of this nature.

Examiner Tip
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This is an example of a very sound response to both parts of the 
question.  In Part (a), three issues are identified, analysed and 
illustrated with relevant examples: savings gap, primary product 
dependency and geography.  Two thoughtful evaluative comments 
are also included.

In Part (b), The analysis and evaluation of debt cancellation 
and trade liberalisation is very good and includes appropriate 
examples.  If there is a criticism, it would be that there should 
have been more emphasis on economic development.

Examiner Comments

Individual research into 
developing countries can provide 
valuable examples in answeing 
questions of this nature.

Examiner Tip
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Question 3

Questions on globalisation usually attract a large number of responses and this was no 
exception, being the second most popular esaay on Trans National Companies (TNCs).  
While there were some impressive responses to thie questions, the main issue in Part (a) 
was that the analysis of TNCs as a cause of globalisation was often fairly limited and in 
Part (b) some candidates considered non-economic issues rather than concentrating on the 
economic costs and benefits of globalisation. 
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The answers to both parts of this question 
were very superficial.  In Part (a), there 
is a reference relating to how TNCs 
promote trade with a reasonable evaluative 
comment.  There is also reference to the 
importance of technological improvements 
but little else.

Similarly, in Part (b) a few valid costs and 
benefits are identified  but these are not 
analysed fully or evaluated effectively.

Examiner Comments

In Part (a), the role of TNCs in promoting 
globalisation needs to be examined fully along 
with a discussion of other factors which might 
have played a key role.

In Part (b) high marks could have been 
achieved by considering and evaluating at 
least two benefits and two costs.

Examiner Tip
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Overall, this was a very sound response.  In Part (a), the first 
paragraph discussed the role of TNCs and concluded with a 
good evaluative comment.  There was then a discussion of three 
other factors: reduced transport costs, trade liberalisation and 
the reduction in costs of telecommunications.  At the end, there 
is a concluding paragraph.

In Part (b), benefits and costs of globalisation are considered 
and evaluated.  However, the answer could have been improved 
with more examples and more detailed evaluative comments.

Examiner Comments

As with the other essays, relevant 
examples help to illustrate the 
points made.

Examiner Tip
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Question 4 (a)

This question was generally answered well although understanding of absoulte poverty 
was better than that of relative poverty.  Some candidates lost marks because they did not 
provide any data refereneces.

There is an accurate definition of absolute poverty worth 2 
marks and a clear reference to the change in absolute poverty 
in China, worth 1 mark.  Unfortunately, the definition of relative 
poverty is too vague and imprecise to be worth any marks.

Examiner Comments

Ensure that all definitions are precise.

Examiner Tip



36 GCE Economics 6EC04 01

An excellent answer which provides accurate 
definitions of the terms and includes references to the 
changes in absolute and relative poverty in China.

Examiner Comments

A well-structuerd answer divided into paragraphs 
is good practice in answering all questions.

Examiner Tip
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Question 4 (b)

Relatively few responses included a completely accurate Lorenz curve diagram.  Most were 
unable to label the axes accurately.  Supporting explanations were generally good although 
some candidates omitted any data references.
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The diagram is accurate and worth 4 marks.  The following 
paragraph provides a valid explanation and is worth 2 marks.  
However, the last paragarph is not relevant to the question.  
There are no data references and so 2 marks are lost. 

Examiner Comments

When a question includes  a phrase such as 'With reference 
to Figure 1', it is important to use that data in the answer.

Examiner Tip
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This answer contains an accurate diagram, a clear 
explanation including how the Gini coefficient is 
measured and a reference to the data at the end.

Examiner Comments

It is important to be precise.  This answer could have 
been much shorter and would still have been awarded 
full marks.  Spending too much time at this stage may 
mean that there is insufficient time left to answer the 
last part of the data response question.

Examiner Tip
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Question 4 (c)

This proved to be a very challenging question.  A few candidates were able to demonstrate 
a clear knowledge of the key features of the capitalist system and only some were able to 
demonstrate the link between capitalism and inequality or include any pertinent evaluative 
comments.

This response was not untypical of many on this question 
in that it was brief and contained little analysis.  However, 
it did demonstrate an understanding of capitalism and 
there is a hint of evaluation in the last sentence.

Examiner Comments

Knowledge and understanding of topics covered in 
earlier units are required in the A2 units.  In this case, 
capitalism would have been covered in Unit 1. 

Examiner Tip
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The first sentence demonstrated some idea of capitalism 
and then there was a reference to the increase in inequality 
in  China with some good analysis at the end of the 
paragraph.  In the last paragraph, there was some effective 
evaluation related to Sweden.  Overall, this was a good 
answer.

Examiner Comments

Reference to the specification 
is useful in preparation for this 
examination.  The unit 4 syllabus 
includes the phrase 'the extent to 
which inequality is an essential 
ingredient of capitalism'.

Examiner Tip
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Question 4 (d)

The context of the information in this question gave the causes of an increase in inequality 
within countries.  However, a significant minority of responses examined causes of a 
decrease in inequality while others examined measure to reduce inequality which is the 
focus of Question 4(e).  Some candidates also incorrectly discussed growing inequality 
between countries.

Of those candidtes who did answer the question set, only a few went beyond identifying 
some causes, giving superficial explanations. 



GCE Economics 6EC04 01 43

This answer identifies two relevant reasons for the increase in 
inequality within countries: a change in the education system and 
public spending cuts.  However, the supporting analysis needs to 
be stronger and there is no relevant evaluation.

Examiner Comments

One line of evaluation would be to focus on factors 
which might offset the causes of increased inequality.

Examiner Tip
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This answer is very good analytically and includes pertinent 
examples although the evaluation is less convincing.  Vari-
ous reasons are offered: spending cuts on benefits and on 
areas employing a high proportion of public sector workers, 
and the effect of differences in foreign direct investment on 
particular regions of the country. Evaluation is included in 
the second paragraph and at the very end of the answer.

Examiner Comments

Evaluation should be a central part of answers 
to Parts (c), (d) and (e) of the data response 
questions since 30% of the marks are awarded 
for this assessment objective.

Examiner Tip
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Question 4 (e)

Although this was a fairly straightforward question, there were relatively few responses 
using the material in the extract to good effect.  This could be explained mainly by the fact 
that some candidates had not allowed sufficient time to answer the question fully.  
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In the first paragraph, grants for low income students to go 
to university is identified as a policy and is then evaluated 
well but there is little supporting analysis.  Investment in 
infrastructure is also identified as another policy but there is 
little else of relevance in the response.

Examiner Comments

Time should be planned carefully to ensure that 
sufficient time is available to answer the data 
response question with the highest mark base.

Examiner Tip
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This answer identified three relevant policies: 
increasing the mobility of labour, progressive taxes and 
improving education.  Although the supporting analysis 
was not wholly convincing, there was some effective 
evaluation especially of the second and third policies.

Examiner Comments

Analysis is a multi-stage process so 
after points have been identified, it is 
important that the process by which 
they work is explained fully.

Examiner Tip
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Question 5 (a)

Although this was generally answered well, a minority of responses confused a budget 
deficit with a balance of payments deficit.  Definitions of a budget deficit were usually more 
accurate than those of a national debt by many candidates.  Some candidates could not 
access all the marks because there were no data references.

This answer could receive no credit because there 
was total confusion between a budget deficit 
and a balance of payments deficit.  Similarly, the 
national debt was confused with a budget deficit.

Examiner Comments

Precise definitions are essential and can 
earn useful marks, even in A2 papers.

Examiner Tip
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An excellent answer containing accurate definitions 
and illustrated by two relevant data references.

Examiner Comments

This response provides  an exemplar of good practice 
in answering questions such as this one.  Precise 
definitions and appropriate data references are given.

Examiner Tip
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Question 5 (b)

This question demanded an analysis of why weak growth and high unemployment would 
cause problems for countries which have high national debts.  Most candidates accessed 
some of the marks but relatively few responses included a sound outline of all the issues 
with an appropriate data reference.
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There is good analysis of both the reasons for falling tax revenues 
and rising public expenditure on benefits.  The link is made to 
the impact on the national debt.  However, there are no data 
references, which are allocated up to a maximum of 6 marks.

Examiner Comments

The question includes the phrase 'With reference 
to Extract 1,...' so it is imperative that some 
information is used from the extract in order to gain 
any of the 6 marks available for data references.

Examiner Tip
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This answer begins with a data reference and then uses 
this to explain the problems associated with weak growth in 
terms of lower revenues from income tax, indirect taxes and 
corporation tax and higher expenditure on unemployment 
benefits.  The link to high national debt is also evident 
although this could have had a stronger emphasis.

Examiner Comments

Analysing the impact on different tax revenues 
and on government expenditure on unemployment 
benefits is a good strategy in tackling this question.

Examiner Tip
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Question 5 (c)

This question was not answered as well as might have been expected.  Some candidates did 
not appear to understand the difference between the membership of the EU and that of the 
eurozone.  Others had difficulty in interpreting index numbers (in relation to unit labour 
costs), while some missed obvious issues such as the depreciation in the value of the £ in 
2008/9.
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This is not untypical of many answers to this question. A few 
general points are made but they are not analysed or evaluated 
well.  There is, however, a data reference to Greece's GDP but 
this is not used to good effect.

Examiner Comments

At the forefront of an answer to this question should 
be the points that countries outside the eurozone have 
the ability to follow independent monetary policies and 
also that they have their own currencies which allow 
the possibility of depreciation against the euro.

Examiner Tip
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This was an impressive response: it begins with the 
depreciation in the value of sterling and includes relevant 
examples and data references.  The following paragraph 
included pertinent evaluation and was rewarded with 3 
marks.  Finally, there is consideration of the difference in 
monetary policy regimes inside and outside the eurozone.

Examiner Comments

Both of the issues raised should have been 
evaluated to ensure that all the marks for this 
assessment objective can be accessed.

Examiner Tip
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Question 5 (d)

There were mixed responses to this question.  Some candidates considered a range of 
inappropriate policies such as devaluation, tariffs, and blanket subsidies.  Other candidates 
did recognise that some policies were impossible for countries inside the monetary union 
and discussed more relevant policies, especially specific supply side policies. 
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This answer started well by making use of the data on unit 
labour costs to support the idea that the national minimum 
wage in these countries should be reduced.  Other policies 
were identified e.g. reduction in trade union power and 
training courses but these were not analysed.  There 
was some evaluation in terms of Germany and how its 
strong trade unions have not led to a fall in competitiveness 
and also that governments with large budget deficits cannot 
afford extra expenditure on training courses.  More analysis 
and evaluation would have secured a higher mark.

Examiner Comments

High marks could be secured by identifying, 
analysing and evaluating two policies and 
including relevant data references or examples.

Examiner Tip
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This answer begins with a reference to the 
data and then scores 2 evaluation marks for 
commenting on the significance of labour costs to 
businesses.  Two policies (increased investment 
in education and deregulation) are then 
identified, explained and evaluated well.  Overall, 
this was a sound response to this question with 
just 1 mark lost for inadequate use of the data.

Examiner Comments

It is good practice to use specific 
data references to support the 
line of argument, if these are 
available in the information 
provided or from own knowledge.

Examiner Tip



64 GCE Economics 6EC04 01

Question 5 (e)

This is a highly topical issue and, therefore, it was rather surprising that many answers did 
not really get to grips with the question by discussing the case for and against reducing 
budget deficit quickly.   As with Question 4(e), it was apparent that some candidates did not 
have sufficient time to develop their answers.
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Although brief, this answer does address the question 
directly and explains some of the arguments on both 
sides.  For example, the problems of cutting the deficit 
quickly are identified as increased unemployment, 
downgrading of the country's credit rating and loss 
of future productive capacity if the deficit is being 
used to finance capital projects, whereas the case 
for cutting the deficit includes unsustainability if the 
deficit is being used to finance public sector wages. 

Examiner Comments

It is a good idea to plan your time carefully to allow 
sufficient time to answer questions with higher marks.

Examiner Tip
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This is one of the more impressive answers to this question.  
Three well-reasoned arguments are provided for reducing the 
budget deficit quickly, namely, to prevent financial crowding 
out; to prevent a credit downgrade; and the opportunity 
cost of running a high budget deficit for future generations.  
Similarly, the case against a fast reduction of the deficit is 
well-argued: the dangers of a fall in aggregate demand and 
increasing unemployment which would increase the deficit; a 
fall in long run aggregate supply; and increased inequality.  

Examiner Comments

While this was a very impressive answer, it could have 
been improved further if a conclusion had been included.

Examiner Tip
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Paper Summary
The 6EC04 paper proved to be accessible for most candidates.  The open-ended nature of 
the essays and some of the data response questions resulted in a broad range of responses 
as evidenced by the standard deviation.  Candidates who achieved high marks produced 
excellent, well-informed and analytically sound answers.

The mean mark was slightly higher than for June 2011 (60.2).  The standard deviation also 
increased compared with 2011 when it was 13.2. 

The essays were slightly more accessible than for 2011 and this was the main explanation 
for the increase in the mean mark.

 In Section A (essays) Question  2 was the most popular (51%) followed by Question 3 
(37%) with Question 1 (12%)  being the least popular.  

The overall highest mean mark was achieved on Question 2 with Question 3 slightly behind 
and Question 1 around 5% less than Question 3.

In Section B (data response) Question 5 was more popular than Question 4 with about 57% 
answering Question 5 and 43% answering Question 4.   The overall mean marks across the 
Question 4 items was slightly above the overall mean mark for Question 5 items.

A major concern throughout was  poor handwriting.  Indeed, some answers were almost 
completely illegible.  It is recommended that candidates are aware that legible and 
accurate writing is important to convey clarity and meaning.

Note: Exact figures relating to the means marks can be found on Results Plus.
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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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