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Introduction
This was the fourth examination paper for the 2008 syllabus.
Candidates were required to answer one essay (from a choice of three) and one data
response question (from a choice of two).
The demands of this paper appeared to be very similar to those of this paper in 2012.
In Section A (essays), question 3 was the most popular question followed by question 2 with
question 1 being least popular.
In Section B (data response), question 4 was slightly more popular than question 5.
This paper proved to be accessible for the vast majority of candidates and produced a
wide range of responses. High marks were achieved by answers which were characterised
by well-informed, coherent, relevant and rigorous analysis. However, less impressive
answers contained superficial and/or inaccurate analysis and frequently demonstrated little
understanding of current economic issues.
Further, there was evidence of misreading and/or misinterpretation of the questions
and the information provided in many answers. In such cases it seemed that candidates
preferred to write pre-rehearsed answers rather than addressing the exact question set. A
key skill in GCE Economics is the ability to interpret data correctly and to apply concepts
appropriately to the material. These skills need to be nurtured throughout the course so
that candidates can demonstrate them under examination conditions.  
A serious concern, which was raised last year, is that of poor handwriting. Responses which
are illegible may not achieve the marks which the content may merit if it is impossible for
the examiner to decipher what has been written.
Nevertheless, it is evident that many students have been well-prepared, motivated to
read widely and were able to demonstrate outstanding skills in the examination. These
candidates are both a credit to themselves and to their teachers.  
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Question 1
Although this was the least popular of the essay questions, candidate performance on it was
quite impressive.
In part (a), the main weakness was that few candidates discussed both developing and
developed countries. Instead their answers focused on either why developing countries were
growing quite rapidly or why growth in developed countries was relatively slow.
There were some very sound responses to part (b) which included a discussion of aspects
of monetary policy together with consideration of fiscal policy and supply side policies
related to the UK or another developed economy. Crucially, these answers also considered
how these policies could stimulate economic growth, part of the question ignored by
some candidates. Some weaker responses ignored the requirement to make a comparison
between monetary policy and alternative polices. Further, some answers related their
discussions to a developing country rather than to a developed economy.
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Examiner Comments

(a) This answer considered two linked points: trade
liberalisation and foreign direct investment which were
explained briefly but did include evaluation. However, the first
point was not linked closely to explaining the higher growth
rates in developing countries. Further, there was no explanation
of the reasons why growth was much slower in developed
economies.
This answer scored 13/20.
(b) The impact of a lowering of interest rates on growth
was explained with some evaluation. This was followed by a
discussion of two aspects of fiscal policy: increasing government
expenditure and lowering taxes. While the first of these was
linked quite well to economic growth, the analysis on tax cuts
was brief and not related well to stimulating growth.
Overall, this answer scored a level 3 mark: 18/30.

Examiner Tip

(a) To improve, the response should have included
some analysis of why economic growth had been
so much slower in developed economies than in
developing economies.
(b) Since the question relates to economic growth,
all policies identified should include analysis of how
they impact on growth. The response could have
been improved further by consideration of supply side
policies.
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Examiner Comments

Part (a): There was a discussion of three causes including the
impact of the financial crisis on developed economies; the
rise in commodity prices; and industrialisation in developing
countries. There was some evaluation of the first two factors
although this was relatively brief. This answer was awarded
17/20, just reaching the level 5 criteria.
Part (b): This answer considered lowering of interest rates; two
aspects of fiscal policy (increasing government expenditure and
reducing taxes); and training and education as a supply side
policy. However, the first two policies could have been linked
to growth more closely. There was good evaluation of supply
side policies and of a cut in interest rates on the last page. This
answer was, therefore awarded a top level 4 mark: 25/30.

Examiner Tip

In part (a), it would have been useful to include more
examples of countries eg some African countries
which have benefited from the rise in commodity
prices. Further, the evaluation could have been
developed, for example, by considering the differential
impact of rising commodity prices on different
developing countries.
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Question 2
(a) Most responses considered both the balance of payments current account surplus in
Germany and the current account deficits in UK and USA. However, some of the reasons
given showed little knowledge or understanding about current economic issues.
(b) Most candidates interpreted this question as one requiring policies to reduce current
account deficits. The main weakness was an absence of context. For example, discussions
of protectionism would not be relevant between two members of a trading bloc. Similarly,
discussions of depreciation frequently ignored consideration about how this could be
achieved. The best responses considered how both trade surpluses and trade deficits might
be reduced and included a realistic assessment of the factors which might explain the
difference in trade in goods balances.
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Examiner Comments

(a) This was not a very impressive answer. Although a couple of relevant points were made,
some of the analysis was dubious and there was little effective evaluation.
There was merit in the argument developed in the second paragraph which suggested that
Germany was more efficient and had a comparative advantage in some markets. The next
paragraph developed this slightly by considering the significance of the car industry in Germany.
The analysis in the middle of the second page relating to the 2008 recession was unconvincing
and not worthy of credit. However, some credit was allowed for ascertaining that a strong pound
and weak euro could be part of the explanation for Germany's current account surplus and the
current account deficits experienced by the USA and UK.
This answer was awarded a Level 2 mark: 10/20.
(b) Two policies were explained: protectionism and depreciation. In the case of protectionism,
no context was provided so weakening the argument because there was no recognition that this
might not be a realistic policy for many countries. However, there was some good evaluation of
this policy.
In relation to depreciation, there was an outline of how this could be achieved through a
lowering of interest rates and a brief summary of the likely effects. However, the evaluation at
the end of the answer was ineffective.
This response scored 13/30

Examiner Tip

(a) A good line of argument could have been in relation to relative
productivity rates in Germany as compared with the USA and UK. Linked
to this could be a discussion of relative unit labour costs.
The point about the value of the pound in relation to the euro was
significant up to 2008 and could have contributed to deindustrialisation
which meant that the UK is now more dependent on imports of
manufactured goods.
(b) To improve performance policies such as protectionism should be
discussed in a context. For example, some candidates discussed the
imposition of tariffs on Chinese solar panels after it had been accused of
dumping.
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Examiner Comments

(a) This was an effective answer which covered three causes of the differences in trade in goods
balances including Germany's comparative advantage in manufacturing; the impact of the recession on
the USA and UK; and differences in capital investment between the 3 countries. However, the material
at the end of the first page and top half of the second page was irrelevant.
There was some effective evaluation of the second and third points together with a concluding
paragraph which highlighted the key reason for the differences in trade balances.
This answer was awarded 18/20.
(b) Four policies were analysed and evaluated as means of reducing balance of payments deficits on
current account: depreciation of the currency (but the mechanism by which this could be achieved was
not really explained); deflationary policy; tariffs (but without any context); and a supply side policy
(education and training). The absence of a full explanation of how a government might engineer a
depreciation of its country's currency and the explanation of tariffs without any context meant that a
mark of 22/30 was awarded.

Examiner Tip

(a) This question, as with many of the others demands a knowledge and understanding of recent
economic issues. Some responses offered completely unrealistic reasons for the differences in trade in
goods balances which limited the credit which could be given.
(b) Discussions of protectionist measures should be considered in a particular context given that WTO
agreements and membership of trading blocs might limit a country's ability to unilaterally impose such
measures. Similarly, discussions of depreciation/devaluation should include a mechanism by which
such a change in the exchange rate could be engineered.
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Question 3
3(a) Most answers focused on how globalisation had affected inequality in developing
economies rather than on developed economies.
One weakness was that some answers discussed the impact of globalisation on world
economy rather than on inequality.
3(b) Most answers included policies such as progressive taxation, state benefits, education
and the national minimum wage. Some candidates also referred to reduction in VAT as a
regressive tax.
One weakness was that some answers were rather descriptive and failed to demonstrate
how the policies would reduce inequality. Further, some responses did not follow the
requirement to discuss policies to reduce inequality in a developed country and referred
to a developing country. Unfortunately, some of these scored very few marks because the
policies selected were applicable only to a developing country.
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Examiner Comments

(a) The answer begins well with a consideration of how
employment created by transnational companies (TNCs) can
help to reduce inequality. This is followed by some evaluation.
However, much of the material included in the second page and
first half of the third page is not related to the question ie the
effect of globalisation on inequality.
There is a relevant consideration of the effect of TNCs on
domestic firms towards the end of the answer but the last
paragraph is merely a repetition of a previous point.
This answer was awarded a level 3 mark: 11/20.
(b) This answer covered five different policies related to the UK
but only the first two, improvements in education and measures
to increase geographical mobility of labour were considered and
evaluated in some detail. Other policies were identified but not
explained in any detail.
Despite mentioning several policies, this answer only met the
criteria for a level 3 response and was awarded 19/30.

Examiner Tip

(a) Answers need to be focused very clearly on the impact of
globalisation on inequality. Generalised answers on globalisation
are unlikely to be rewarded highly. The points made should be
illustrated by relevant examples of countries which have been
studied.
(b) Reading the exact wording of the question is very
important. The question states clearly that the answer should
relate to 'a developed country of your choice'. However, a
sizeable number of answers either referred to several countries or
to a developing country. In the latter case, the policies discussed
would have been irrelevant to a developed country and so scored
few marks.
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Question 4 (a)
This question was not answered very well with the majority scoring no more than 3 marks
out of the 5 available. Very few were able to explain the effect of debt relief on the different
components on the balance of payments. Indeed, most did not appear to understand that
the balance of payments is a set of accounts which has to balance.

Examiner Comments

This answer scored 1 mark for the definition of external debt
relief in the first line. This was followed by an appropriate
reference to the data. There was an imprecise consideration of
the second round effect of debt cancellation which was awarded
one mark.
Total 4/5.

Examiner Tip

Before considering second round effects, the initial
effects of debt relief on the balance of payments
accounts should be explained.
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Examiner Comments

This answer scored 1 mark for explaning the meaning of
external debt relief and a further 2 marks for using the data to
describe the decline in Ethiopia’s external debt.
However, there was no explanation of the impact of this
debt relief on Ethiopia's balance of payments accounts. The
information in the last paragraph did not answer the question.
Total mark: 3/5.

Examiner Tip

Some reference must be made to how the balance of
payments accounts are affected. For example, there
would be an improvement in the current account
balance because interest payments to other countries
would fall.
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Question 4 (b)
This proved to be a relatively straightforward question and many candidates scored highly
although some made insufficient references to the information provided.
A few candidates ignored the requirement to consider only two benefits and listed several
points with the result that their analysis was superficial.
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Examiner Comments

Three benefits of improved technology were identified in this
answer: facilitating transactions; development of new markets
and foreign direct investment and appropriate references to the
information provided were made. However, there was very little
analysis except for the point that the increased use of mobile
phones could boost consumer spending.
Therefore, this response scored 5/8 marks with just 1 mark of
the marks being awarded for analysis.

Examiner Tip

Only two benefits were required so identifying others
will not achieve extra marks and may mean that too
little time is available for analysing the points raised.
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Examiner Comments

Two benefits were identified supported
with several references to the information
provided. The first point relating to
improved communications was not
developed fully but the second relating to
the impact of technology on consumption
was analysed well.

Examiner Tip

It is often useful to illustrate answers with
appropriate diagrams as in this response. The
aggregate demand/aggregate supply diagram
was used effectively to illustrate the effect
of increased consumption on real output and
employment.

Therefore, this answer scored 7/8, with just
1 mark being lost for analysis.
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Question 4 (c)
The best answers began with a definition of absolute poverty, used the data effectively
and considered the impact of economic growth in terms of higher real incomes,
higher consumption and increased tax revenues which the government might use on
education. These also included effective evaluation, for example, how corruption might limit
the impact of growth on poverty.
Unfortunately, it was not uncommon to read response which had misinterpreted the
question by considering how poverty had limited economic growth.
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Examiner Comments

This answer included definitions of absolute
and relative poverty but there was no real
attempt to answer the question set.
It scored just 1/10

Examiner Tip

Answering the question is key to a high
mark so taking time to understand what is
being demanded by the question can ensure
a higher mark than launching straight into
an answer which may then be irrelevant.
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Examiner Comments

This is a very good answer which includes relevant
analysis of how economic growth can reduce
poverty both in terms of increased employment and
increased tax revenues. The first point is illustrated
by appropriate references to the information
provided and both points are evaluated. Although
reference is made to both absolute poverty and
relative poverty, neither term is defined.
The answer was awarded 9/10. The mark lost was
because there was no definition of absolute poverty
and/or relative poverty.
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Examiner Tip

It is always worth defining key terms.
In this case a definition of poverty is
important in an analysis of the impact
of economic growth. Typically the best
answers included definitions of both
absolute poverty and economic growth
with some reference being made
to relative poverty in evaluation.

Question 4 (d)
There were some good responses to this question. Typically, factors such as the increased
value of commodities, foreign direct investment, lower birth rates and infrastructure
improvements were mentioned as factors which had helped many countries in Africa to
achieve faster growth rates. However, evaluation was often rather superficial.
Further, some responses considered technology and debt relief even though the question
specifically excluded these factors.
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Examiner Comments

Although this was a relatively long response, the analysis and application were weak. Two
relevant reasons were identified: increased commodity prices and foreign direct investment
and reference was made to examples of commodities and to China. However, the supporting
analysis was very limited with just one mark for the explanation of the significance of foreign
direct investment.
Evaluation of both points was attempted but in neither case was it regarded as valid or relevant
to the point made.
Overall, this answer was awarded 5/12.

Examiner Tip

The significance of points must be explained using economic concepts. Further, the evaluation
should be related to those points. For example, the point about increased commodity prices
could have been evaluated by considering whether the high prices would be maintained in the
long run.
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Examiner Comments

This was a very effective answer which was worth more than the 12 marks available. Reasons
were identified, analysed and evaluated: investment in infrastructure, the increased value of
primary products; and the impact of foreign direct investment on employment. Appropriate
examples of countries and products were used to illustrate the points made.
Analysis of each of the points identified would have been worth 2 marks each. The evaluation of
the second point on primary product dependency was particularly effective and scored 3 marks.
This, with the evaluation of the first point were sufficient to secure the 5 marks available for
evaluation.

Examiner Tip

The question includes a reference to the extract so it is important to use
the information provided as was done in this answer. It is also necessary
to support the response with appropriate examples as was evident in this
answer.
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Question 4 (e)
The quality of responses varied widely. In the better ones, many relevant factors were
considered such as poor quality of education, corruption and poor infrastructure. Responses
scoring low marks were often brief suggesting that insufficient time had been left to answer
this question fully. Evaluation was not always developed convincingly with exploitation of
resources being the most common point. Further, answers often related to economic growth
rather than to economic development as required by the question.
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Examiner Comments

Three factors were identified and explained well: primary
product dependency; savings gap; and political instability. The
evaluation of the second point was considered to be irrelevant
(although it does indicate an understanding of economic
development) but the other two reasons were evaluated
effectively. Consequently, this response was given maximum
marks (15/15).

Examiner Tip

As with other questions, evaluative comments are
more effective if they are related to the point made.
For example, the evaluation of the savings gap could
have related to other ways by which it might have been
closed such as aid or foreign direct investment.
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Examiner Comments

There is little more than identification of three factors
which continue to limit economic development in Africa.
Consequently, this response was only awarded 3 marks.

Examiner Tip

Always plan time carefully to ensure that the last part
of the data response question (worth 15 marks) can be
answered fully.
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Question 5 (a)
As with question 4(a), the mark being awarded was often 3/5 because a significant
minority misinterpretated Figure 1 as referring to GDP rather than to GDP per
capita. Further, relatively few candidates were able to deduce the significance of the data for
GDP.

Examiner Comments

The first sentence is incorrect because the
change referred to should explicitly relate to the
change in GDP per capita.
Unfortunately, the second paragraph was
completely irrelevant.
Consequently, this answer received 0 marks.

Examiner Tip

Great care must be taken in reading the
titles to the figures to ensure that they
are interpreted correctly.
It is also important to ensure that the
response addresses the question directly
which, in this case, involves using Figures
1 and 2 to deduce the effect on Brazil's
GDP.
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Examiner Comments

This answer began by using the data accurately
and then concluded correctly that GDP per capita
could only have risen if GDP had risen more
quickly than the growth in population.
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Examiner Tip

Effective use of the data, as illustrated
in this answer, will secure high marks in
answering questions of this nature.  

Question 5 (b)
This question was generally answered quite well: candidates were able to identify relevant
factors from the extract, for example, high interest rates and foreign direct investment and
explain how they affected the value of Brazil's currency. However, some students considered
the 'real value of Brazil's currency' even though 'real' was italicised in the extract. This is
another illustration of the need for candidates to take care in the interpretation of data.
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Examiner Comments

This answer began well with an explanation of the significance of Brazil as
an 'export giant'. The significance of this for the demand for the real was
analysed and supported by appropriate data references.
However, the paragraph on the second page was irrelevant and inaccurate.
For example, it was incorrectly asserted that a higher demand for imports
would lead to an appreciation of the currency.
This answer was awarded 5 marks: 3 for knowledge and analysis and 2 for
application.

Examiner Tip

It is important to have a secure understanding of
the link between changes in exports and imports
and changes in the demand and supply of a
country's currency on the foreign exchange market.
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Examiner Comments

This answer identifies and analyses the significance of two
reasons which explain the appreciation of the real: high interest
rates and the state of the economy. Further, there are clear
references to the information provided which support the
reasons identified. Both paragraphs are worth at least four
marks.
Consequently this answer was awarded full marks.

Examiner Tip

This response demonstrates that full marks may be
obtained for precise and accurate analysis which is
related clearly to the context.
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Question 5 (c)
This question proved quite challenging. Most answers showed an understanding of the effect
of an appreciation of the real on the foreign currency price of exports and the domestic price
of imports. However, as with question 4(a), most responses made no reference to specific
components of the balance of payments. A further weakness apparent in many answers was
an absence of examples or appropriate reference to the information provided especially in
evaluation.

Examiner Comments

In this first paragraph, the impact of the appreciation in
the real on export prices and import prices was identified
with limited further explanation. There was also a thin
evaluative comment at the end of the paragraph.
The second paragraph received no credit because there
was no explanation of why the appreciation in the real
would cause an inflow of hot money into Brazil. Had this
been related to speculation about the possibility of a
further appreciation of the currency, then this could have
been rewarded.
Overall, therefore, this answer was awarded 3/10
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Examiner Tip

In a question such as this, it is
important to explain the effect of
the appreciation in the currency
on particular components of the
balance of payments. In this
case, the response states that
the balance of payments will be
worsened without indicating that it
would be the current account that
would be adversely affected.

GCE Economics 6EC04 01

59

Examiner Comments

In the second and third paragraphs there are clear explanations
of the impact of the appreciation of the real on exports and
imports and on the current account of the balance of payments.
The next two paragraphs contain two evaluative comment both
of which were awarded two marks.
Therefore, with full marks for knowledge, analysis and
evaluation this answer was awarded 8 marks. Unfortunately, the
answer did not include any appropriate examples to illustrate
the points made.

Examiner Tip

This question clearly relates to Brazil so it is important
to illustrate points made with examples from the
information provided. For example, although export
prices might have risen, export revenues might increase
because demand for some of the goods which they
export, such as sugarcane and coffee, are likely to be
very price inelastic.
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Question 5 (d)
This question was tackled fairly well with good analysis relating to the problem of price
fluctuations and to the income inelasticity of demand for primary products. Most responses
used Brazil as an example but candidates often struggled to gain full marks for evaluation.
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Examiner Comments

Although this answer contained relevant points, it did not
score full marks because the evaluation and analysis were
insufficiently developed.
The first paragraph made a valid reference to the significance
of Brazil's exports of agriculture and processing of foodstuffs.
The next two paragraphs identify the low value and volatility of
primary products with some explanation.
On the second page, two evaluative points are identified but
these are not developed so scored only 1 mark each.
Overall, this answer was awarded 8 marks.  

Examiner Tip

To score high marks it is essential for responses to
go beyond simple identification of points. Evidence of
analysis and evaluation as multi-stage processes need
to be demonstrated in answers.
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Examiner Comments

This answer was an excellent answer which could have scored more than the 12 marks
available.
The second paragraph discussed the possibility of declining terms of trade, a point which was
evaluated very well towards the end.
The issue of volatility of primary product prices is considered in the third paragraph which
makes reference to the price inelasticity of supply and demand. The final half of the answer
contains two impressive evaluative comments, one relating to how the current commodity price
boom is helping diversification in Brazil and the other relating to the significance of a rising
population for commodity prices. There were appropriate references to specific commodities
and to China as a major purchaser of commodities.
Overall, this answer was awarded 12 marks.

Examiner Tip

This answer demonstrates the value of including
synoptic concepts such as elasticities in analysis.
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Question 5 (e)
This question was frequently answered well. The benefits of foreign direct investment
were usually analysed in terms of its impact on real output, employment and technology
transfer. Evaluative comments usually included reference to exploitation of both labour
and the environment; and environmental issues. However, in some answers scoring lower
marks, it was evident that insufficient time had been left to respond to the question fully.
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Examiner Comments

This is a relatively short answer possibly indicating
that the candidate had not left enough time to
provide a fuller response.
The second paragraph considered the impact of FDI
on employment and the third paragraph explained
the benefit of technology transfer. At the bottom of
the page there was a brief reference to the effect of
FDI on growth.
The second page contained two brief evaluation
comments.
A total of 10 marks were awarded for this answer
(7KAA + 3 Evaluation)
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Examiner Tip

It is important to plan time carefully
so that sufficient time is available
to respond to the last part of the data
response question fully.
Since 6 marks are available for
evaluation, it is good practice to
evaluate each of the points.
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Examiner Comments

This is a very impressive answer and contains many
characteristics which are indicative of good practice.
The introduction includes a definition, an example and makes
reference to the data. This is followed by a discussion of the
effect of FDI on employment followed by relevant evaluation.
There is a discussion of the impact of FDI on the components
of the balance of payments although there is an error in the
evaluation. (It should have stated that repatriation of profits
represents a leakage from the current account).
Finally, the effect on tax revenues is analysed and evaluated.
Overall, this answer was, therefore, awarded full marks.

Examiner Tip

Although this was awarded maximum marks, it should
be noted that the term 'capital account' is technically
incorrect: inward foreign direct investment represents
an inflow into the financial account.
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Paper Summary
Based on their performance on this paper, candidates are offered the following advice:
•

Read questions very carefully to ensure that they are interpreted correctly and that all
the elements of the questions are addressed

•

Secure a good knowledge and understanding of economic issues over the last 10
years to enhance the quality of answers

•

Discuss policies in specific contexts. For example, the imposition of tariffs by one EU
country would not be allowed unless there were exceptional circumstances

•

Take greater care in interpreting graphs and data so that answers address the questions
set

•

Gain a clear understanding of the main components of the Balance of Payments.

•

Ensure that handwriting is legible. It might be advisable to gain practise at writing
quickly under examination conditions rather than writing all assignments on computers.
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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

70

GCE Economics 6EC04 01

GCE Economics 6EC04 01

71

Pearson Education Limited. Registered company number 872828
with its registered office at Edinburgh Gate, Harlow, Essex CM20 2JE

