
Examiners’ Report
June 2016

GCE Economics 8EC0 02



2 GCE Economics 8EC0 02

Edexcel and BTEC Qualifications

Edexcel and BTEC qualifications come from Pearson, the UK’s largest awarding body. We 
provide a wide range of qualifications including academic, vocational, occupational and 
specific programmes for employers. For further information visit our qualifications websites 
at www.edexcel.com or www.btec.co.uk. 

Alternatively, you can get in touch with us using the details on our contact us page at 
www.edexcel.com/contactus.

Giving you insight to inform next steps 

ResultsPlus is Pearson’s free online service giving instant and detailed analysis of your 
students’ exam results.

• See students’ scores for every exam question.
• Understand how your students’ performance compares with class and national averages.
• Identify potential topics, skills and types of question where students may need to 

develop their learning further.

For more information on ResultsPlus, or to log in, visit www.edexcel.com/resultsplus.  
Your exams officer will be able to set up your ResultsPlus account in minutes via Edexcel Online.

Pearson: helping people progress, everywhere

Pearson aspires to be the world’s leading learning company. Our aim is to help everyone 
progress in their lives through education. We believe in every kind of learning, for all kinds 
of people, wherever they are in the world. We’ve been involved in education for over 150 
years, and by working across 70 countries, in 100 languages, we have built an international 
reputation for our commitment to high standards and raising achievement through 
innovation in education. Find out more about how we can help you and your students at: 
www.pearson.com/uk.

June 2016

Publications Code 8EC0_02_1606_ER

All the material in this publication is copyright 
© Pearson Education Ltd 2016



GCE Economics 8EC0 02 3

Introduction
This is the first of the Economics A AS papers (8EC0 02) in the new AS Specification 2015. 
Candidates’ answers to the questions on this paper have generally been of an expected 
standard. All questions were accessible to the candidates, although inevitably candidates 
were scoring more highly on some than others. 

In section B candidates failed at times to read the question. Specifically, in 6(b) candidates 
often only focused on impacts on the economy in general rather than on UK consumers. 
For the final questions where candidates had a choice, 6(g) was more popular than 6(f). In 
6(f) some candidates failed to focus on the ‘success’ aspect of the question, whilst in 6(g) 
candidates did not always put their answer in the context of the Global Financial Crisis of 
2008 - which would have prevented them from reaching top marks. This was an issue in 
general, with candidates writing answers that were too generic or where they clearly had not 
fully read and understood the data and articles they had been provided with.

In relation to quantitative skills, some candidates were not able to access the on the 
calculation questions- they generally tended to either get these questions right or wrong, 
which again emphasises the importance of them learning the quantitative skills in the new 
course, including key formulas such as the multiplier and percentage change.

Candidates should be reminded of the importance of making sure their answers are 
clear and concise. In addition, a plea to any candidates using additional sheets of paper 
is to make it clear on these extra sheets what question each piece of writing refers to so 
examiners are confident they have accurately marked a candidate's work. Finally, candidates 
should be reminded to not write the answer to a question in the space provided for a 
different question. If a candidate needs more space to answer a question, they should use 
additional sheets of paper.



4 GCE Economics 8EC0 02

Question 1 (a)
This is the first of several short questions where candidates simply need to define a key 
economic term. Most candidates were able to clearly define these terms. The main problem 
with a national income definition was the significant number of candidates who said this was 
the average income of a country, which is incorrect.

This answer is clearly a correct definition of national income 
and so scores 1/1.

Examiner Comments

This answer scores 0 marks as national income is not the 
average income of a country.

Examiner Comments

This illustrates the importance of candidates having 
a sound knowledge of key definitions from the 
specification.

Examiner Tip
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Question 1 (c)
This is an important concept in macroeconomics and one that candidates should be familiar 
with. There are 2 marks available so candidates are expected to do a little bit more than just 
a brief mention of flows of money. Because of the nature of the circular flow of income there 
is more than one way that candidates can achieve the 2 marks. If discussing injections and 
withdrawals candidates should give an example or examples of these.

This answer achieves 1/2 for correctly explaining that 
the circular flow of income is 'the flow of money between 
households and firms'. To  get the second mark they needed a 
bit more detail than just mentioning injections and withdrawals. 

Examiner Comments

On 2 mark definition questions, make sure you 
have clearly done enough for 2 marks.

Examiner Tip

This answer achieves the full 2 marks. It accurately describes 
the circular flow of income with how money flows between 
households and businesses in exchange for labour and 
goods and services.

Examiner Comments
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Question 2 (a)
In this question it was very clear that a number of candidates did not know what 'purchasing 
power parities' was. Many candidates attempted to respond to the question by rearranging 
the words in the question. In terms of the 2 available marks, 1 was awarded for an 
understanding that it was about making a comparison between countries, and 2 marks 
awarded for an accurate definition.

This candidate clearly has some idea what purchasing power 
parities are about and they have said it 'allows for comparison 
between  countries'. Therefore this answer scores 1/2.

Examiner Comments
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This accurate definition of purchasing power parities 
achieves the full 2 marks.

Examiner Comments
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Question 2 (c)
This was a straightforward question that the majority of candidates annotated correctly. 
One issue that some candidates faced was where they did not show economic growth on the 
diagram, to get the mark there needed to be an outward shift of real output.

This correct answer achieves 1/1- AD has been 
correctly shifted out and the new equilibrium point 
has been shown, with Y2 further out than Y1.

Examiner Comments

Do remember to use a black pen throughout 
your exam paper, including for diagrams.

Examiner Tip
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This answer is incorrect as they have not labelled the new 
equilibrium point at the correct place, where the new AS curve 
crosses the original AD curve.

Examiner Comments
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Question 3 (a)
This is another key definition question and the majority of candidates could accurately 
and concisely define the claimant count, either with reference to 'unemployment benefits' 
or 'jobseekers allowance'. Unfortunately a number of candidates referred to 'benefits' in 
general, which is incorrect.

This correctly refers to 'job seekers allowance' and 
so achieves 1/1.

Examiner Comments

This answer is incorrect because it refers simply to 'benefits'.

Examiner Comments
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Question 3 (b)
This question was a straightforward test of quantitative skills, and most candidates could 
correctly do the calculations involved. With the renewed emphasis on quantitative skills it is 
important that candidates practice such questions as part of their economics course.

This candidates has got the correct 
answer of '-10.70%'.

Examiner Comments
Some margin for rounding up/down is 
allowed on mark schemes but do try to be 
as accurate as you can with calculations.

Examiner Tip
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This answer only scores 1/2 as the candidate 
has failed to appreciate that this is a fall in 
the percentage change in the claimant count.

Examiner Comments

Always check whether an answer 
should be positive or negative in 
calculation questions.

Examiner Tip
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Question 4 (b)
There are a number of potential answers to this question and any 'likely reason' was 
awarded. However, a significant number of candidates simply said it was because the UK 
was exporting more and importing less. This is not a 'reason' for the trade deficit reducing- 
it is simply saying what a reduction in the trade deficit is.

Reiterating the point made in the introduction to this 
question, there is no 'reason' in this answer and so it 
cannot achieve any marks.

Examiner Comments

This answer has a clear reason and has 
explained it in a logical step-by-step manner. 
Therefore this answer achieves 3/3.

Examiner Comments Quality not quantity is important. This 
answer may look fairly brief but it identifies 
a reason and explains how/why it would lead 
to a reduction in the trade deficit.

Examiner Tip
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Question 5 (a)
In this question it was clear who knew their multiplier formula and who did not. Candidates 
need to be practicing such key calculations as part of their exam preparation.

This candidate has the correct answer of '£30bn' and so 
achieves all 3 marks.

Examiner Comments
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This candidate achieves 2/3 as they have correctly identified 
the multiplier formula and worked out that the multiplier is 2. 
Unfortunately the candidate fails to multiply it by £15 billion.

Examiner Comments

Always show your working out in calculation questions. 
That way even if you get the wrong answer at the end 
(or fail to include it like here) you can still get marks 
for your working out.

Examiner Tip
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Question 6 (a)
In this question the emphasis is on knowledge and application. Candidates should bear this 
in mind and focus specifically on what the question is asking them to do. Some candidates 
are losing precious time by suggesting reasons why real income has changed, which is not 
what this question is asking of them.

This answer achieves a mark of 3/4. They have appropriate 
application from figure 1 and have said income is 'the 
amount people earn...'. Unfortunately they then discuss taxes 
rather than inflation.

Examiner Comments
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This answer achieves the full 4 marks. There is an 
accurate definition of real income for 2 knowledge marks 
and application from figure 1 for the other 2 marks.

Examiner Comments

Focus specifically on what the question is asking 
in this question. The second sentence here is not 
relevant to the question so the candidate is using 
up valuable time.

Examiner Tip
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Question 6 (b)
This question demonstrates very clearly the importance of candidates carefully reading the 
question and making sure they understand precisely what is being asked of them. Far too 
many candidates gave a very generic answer talking about issues like falling aggregate 
demand but failed to link their writing specifically to UK consumers. Also key with this 
question was understanding the concept of real income, bearing in mind this is with inflation 
already taken into account. Finally, this is also the first question on the exam paper that 
tests candidates' evaluation skills, and it is important that they are aware of what key words 
like 'assess' mean.



GCE Economics 8EC0 02 19

This answer is too focused on inflation and general 
macroeconomic effects. It fails to fully address the focus of 
the question- the impact on UK consumers. The most relevant 
paragraph is the first one, however there is some correct 
economics throughout. Overall this answer was awarded a low 
level 2 for KAA.

Examiner Comments

When you're half-way through writing your answer, 
it's always a good idea to go back to the beginning 
and read the question again, to make sure you 
haven't drifted off-topic.

Examiner Tip
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Question 6 (c)
In this question it was important that candidates understood the key relationship between 
the exchange rate and aggregate demand, via imports and exports. Many candidates 
explained this nice and clearly and, as long as they knew the economics correctly, this was a 
fairly straightforward question.

This answer starts off correctly, by stating that 'imports 
will become cheaper and exports more expensive'. However, the 
rest of this is incorrect. They also have some application about 
'inflation is at a record low'. This gives them a total of 3/5, 2 for 
analysis and 1 for application.

Examiner Comments
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This answer gains the full 5 marks, for clearly 
explaining the process with appropriate 
knowledge, application, and analysis.

Examiner Comments

In questions about aggregate demand and 
supply it is always good practice to draw a 
diagram to back up your explanation.

Examiner Tip
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Question 6 (d)
In this question one important point to note was that the question asks for 
two likely reasons. Unfortunately a number of candidates said that one likely reason was 
that interest rates had been increased. However, the extract (and candidates' general 
knowledge) shows this is not the case, and so this reason was not awarded any knowledge 
marks. Many other relevant reasons however were offered by candidates, for which they 
gained credit. This question also demonstrates the importance of using the case study as 
much as possible, as there were several reasons that candidates could use included in the 
information provided.
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In this answer the candidate correctly identifies two relevant 
reasons. However, the second reason is about higher interest 
rates, so they cannot achieve the knowledge mark here. The 
rest of the question is clear, well-applied, and well-analysed, so 
this is the only mark they have missed out on.

Examiner Comments

Do ensure your answers are correct in terms of the 
economic situation explained in the figures and extract.

Examiner Tip
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This answer includes two relevant reasons which are well applied 
and analysed, and as such earns the maximum mark of 6/6.

Examiner Comments
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Question 6 (e)
This question was one that candidates needed to read properly to ensure they were writing 
a relevant answer. The key word really was 'concerned'- should the MPC be concerned 
about the risk of deflation? Candidates need to ensure their answers focused specifically 
on deflation- whether this was a risk or not. Many candidates picked up on the reference 
to Japan in extract B, and the more able answers went on to explain why exactly Japan 
found deflation so hard to shift once it had set in. Other good answers referred to the fact 
that the UK was close to deflation  and issues around the ability of the Bank of England to 
cut interest rates further bearing in mind they are already at 0.5%. There were many other 
relevant points that candidates made, both for KAA and for evaluation.
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This answer very clearly explains the problem of monetary 
policy being unable to deal with deflation. Unfortunately, that 
is all it says. There is no evaluation of this or any other points 
discussed. Overall therefore this answer achieves a level 2 for 
KAA, and no marks for evaluation.

Examiner Comments

Make sure in advance of the exam that you 
know which questions, such as this one, require 
evaluation.

Examiner Tip
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This answer has some good explanation of the problems the 
MPC has in trying to deal with deflation to start off with and 
also talks about the risk of deflation leading to a recession. 
They also have some good evaluation about how it might 
improve competitiveness. Unfortunately, it does drift off-topic 
towards the end. Overall  therefore this answer is a level 3 for 
KAA and a level 2 for evaluation.

Examiner Comments
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Question 6 (f)
The key word in this question is 'successful'. Candidates are expected to discuss arguments 
that the MPC has and has not been successful in keeping inflation on target since 2011. 
Less able answers failed to truly address this specific demand of the question, and instead 
focused simply on explaining the monetary policy transmission mechanisms. This is 
obviously an important part of it but to access top levels there also needed to be a clear 
answer to the question. In both (f) and (g) candidates need to remember that their answer 
should include a 'substantiated judgement' as part of level 3 evaluation.
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This answer focuses primarily on the data in figure 2 to discuss 
whether the MPC have or have not been successful in controlling 
inflation. This is important and should be a part of the answer 
to this question. However this should really be going along with 
some economic concepts to explain how monetary policy works 
to achieve a higher level. Overall this answer is a level 3 for KAA 
and a level 2 for evaluation.

Examiner Comments

Remember to make use of transmission mechanisms 
when explaining key concepts such as monetary policy.

Examiner Tip
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This is a more able response than the previous one. While it has 
some of the same points about referring to figure 2 it takes this 
a step further and discusses, for example, the current state of 
the world economy and the multiplier effect. The evaluation in 
particular in this question is more developed than in the first 
answer. Overall therefore, this answer achieves a high level 3 
for its KAA and a low level 3 for evaluation.

Examiner Comments
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Question 6 (g)
This was the more popular of the two essay questions. There tended to be less answers 
to this question that didn't focus on answering it. However, what did hold back a lot of 
candidates was that the question did not ask them to evaluate demand-side policies. 
The question specifically refers to the Global Financial Crisis of 2008. To get top marks 
candidates' answers needed to be in the appropriate context. For example a discussion 
of using high interest rates to combat high inflation is clearly not in the context of the 
UK economy over the last few years. As mentioned on section (f), it is important that 
candidates remember that their answer should include a 'substantiated judgement' as part 
of the criteria for level 3 evaluation.
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This is a more able answer where the candidate has discussed 
both expansionary fiscal and monetary policies. There is also 
a lot of context to their points, where they have clearly tried 
to relate what they are writing to the Global Financial Crisis of 
2008. They have also included a number of good evaluative 
points, including about the elasticity of the AS curve, for 
example. Overall this answer achieved a high level 4 for KAA 
and a high level 2 for evaluation.

Examiner Comments

In essay questions it is always good practice to 
break up your points into separate paragraphs so the 
structure of your argument is clearer.

Examiner Tip
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In this answer the candidate has explained the concepts of both 
fiscal and monetary policy and explained how they could help 
to boost aggregate demand in the economy. However, there is 
no context in terms of relating it to the Global Financial Crisis 
of 2008, and the analysis could be more developed. They also 
try to bring in the exchange rate but do not really explain it 
correctly. There are evaluation comments here but they are of 
a somewhat brief nature and, again, could do with a bit more 
development. Overall therefore this answer is a high level 2 for 
KAA and a low level 2 for evaluation.

Examiner Comments

Remember to ensure your answer is focused on the 
specific context given by the question.

Examiner Tip
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Paper Summary
Based on their performance in this exam, candidates are offered the following advice:

• Ensure you manage your time effectively: it does say in the exam paper to spend 25 
minutes on section A and 1 hour 5 minutes on section B. If candidates spend too long on 
section A they are in danger of running out of time for the 15 and 20 mark questions at 
the end of the exam paper.

• Ensure you are aware of key definitions, for example claimant count, purchasing power 
parities, and circular flow of income that were tested in this paper.

• Be aware of all formulae and quantitative skills.

• Ensure you carefully study and understand the figures and extracts provided in section 
B. These form the context for the questions, and answers should be related to this 
context and not be entirely theoretical.

• Remember to keep your answers within the space provided. If you run out of space 
you should ask for additional paper and clearly indicate which question you are writing 
about.

• It is indicated on the front of the exam paper that ‘there may be more space than you 
need’.

• There is no need to repeat the question back to the examiner - save yourself some time 
and get straight on with answering the question.

• Don’t spend too much time on long introductions when a question has only asked to, for 
example, 'explain two reasons...'. Here, marks will only be awarded for your explanation 
of your reasons so you should start immediately with your first reason.



GCE Economics 8EC0 02 45

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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