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Introduction

This paper followed the same format as previous papers in this series, with 2 data-response
questions from which candidates must choose one. Questions range from 4 to 30 marks,
with evaluation marks being awarded in the 12 and 30-mark questions.

Overall, all questions on this paper were seen to be accessible by candidates. There were no
particular questions that stood out as being particularly challenging or easy. Question 2 was
slightly more popular than question 1, and performance on each question is seen to be fairly
similar. Although with regards to the 30-mark essays, candidates were more confident in
their answers to 2(c) as opposed to 1(d).

Particular weaknesses identified by many candidates, including those who achieved good
grades overall, were identified in some of the shorter questions where application and
precise, accurate knowledge is required. It was disappointing to read so many very confused
explanations of simple economic terms like investment and the components of the current
account. It is important that students ensure they are clear about fundamental economic
concepts such as these and that they can clearly and concisely explain them. In terms

of application, too many candidates cannot study a graph and understand what it shows
them. Sometimes this included not being able to see the difference between an increase
and a decrease, leading candidates to then produce irrelevant answers to questions. Also
candidates need to properly use the data given - describing accurately specific values and
dates from the graphs, or specific data references from written text.

An issue in the June 2014 exam paper was students' confusion about the difference between
productivity and production. Unfortunately this was again evident in a number of answers to
question 2(b)(iii).

Finally, I would like to remind students of the importance of making sure their answers are
clear to the examiner when they are being marked. Examiners always mark positively and
try their best to award marks to candidates, but this is made more difficult by poorly laid
out work, unclear crossing-out of work, untidy handwriting, and excessively small diagrams
drawn without a ruler. 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, students
should definitely 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.

GCE Economics 6EC02 01
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Question 1(a) (i)

The key issue in this question, as already mentioned in the introduction to this examiner's
report, is students' ability to accurately look at figure 1 and see that, since the third quarter
of 2012, the savings ratio has fallen consistently. Some less able candidates failed to read
the question and figure 1 carefully and thus found themselves receiving either no marks

or very few marks. Generally most candidates were able to identify two relevant factors.
Interest rates were a popular factor discussed as well as consumer and business confidence.

I) With reference to Figure 1, explain two factors that might account for the
change in the household savings ratio since the third quarter of 2012.
(8)
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S ResultsPlus
Examiner Comments

This candidate clearly understands what the question is asking of them.
They start straight away with a precise data reference to figure 1 to get
the two application marks available. They then go on to explain two clear
and well-developed factors, therefore scoring full marks on this question.

A

: ResultsP

Examiner Tip

us

Remember that where a question says 'with reference to..." it is
important that you actually do refer, specifically, to that figure or extract.
With figures, remember to use the values and dates in your description.

GCE Economics 6EC02 01
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(a) (i) With reference to Figure 1, explain two factors that might account for the

change in the household savings ratio since the third quarter of 2012.
(8)
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% ResultsPlus

Examiner Comments

In this answer the candidate scores six marks. They
have correctly discussed two potential issues, but
these are not fully developed/explained and so they
do not achieve full marks.

g@ Resultsi

Examiner Tip

Remember to be totally accurate in your application.
This candidate has missed the percentage sign from
their data reference, so it is not totally correct.
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Question 1 (a) (ii)

This question was designed to encourage candidates to discuss how the wealth effect

works. Those candidates who followed this process generally scored highly on this question.
Other possible effects were accepted, as you can see in the mark scheme. However, too
many candidates looked at this question from a microeconomic perspective and seemed to
confuse the housing market with the whole UK economy. Also there was some confusion
about how mortgages work, with candidates suggesting that rising house prices would make
mortgages more expensive for those who already have a mortgage.

(i) With reference to Figure 3 and Extract 1, assess the likely impact of an increase
in house prices on the UK economy. Use an aggregate demand and aggregate
supply diagram in your answer.
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This is an excellent example of a clear and accurate candidate's answer. They
have a nice clear diagram illustrating AD shifting out to the right and have
done a good job of analysing and evaluating the concept of the wealth effect.

0
. i
Examiner Tip
Ensure your diagrams are large and clear, with the direction of
the shift obvious to the examiner, as this candidate has done.
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(i) With reference to Figure 3 and Extract 1, assess the likely impact of an increase
in house prices on the UK economy. Use an aggregate demand and aggregate
supply diagram in your answer.
(12)

................. s o) dwed o 'Me ‘mvhi m, -

.......................................................

GCE Economics 6EC02 01 9



o May ey Lok b Suliedd Qb

y.(t
BRI = T ol ok Ue

Examiner Comments

This candidate has taken a different approach, but still scores fairly highly.
Their answer makes a good explanation of the problems faced by first-time
buyers as house prices rise and they have evaluated this by discussing the
Help to Buy scheme. This could do with being more macro-focused. The first
point about investment is focused too much on the housing market itself.

Examiner Tip

This candidate lost a mark on their diagram because they did not
include the dashed lines to illustrate the change in equilibrium
point and how price level and real output have shifted.
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Question 1 (b) (i)

This question was generally answered well, with lots of potential application points that
candidates could make from extract 2. The only issue was with candidates who failed to
refer to extract 2, thus limiting themselves to a maximum mark of 2/4.

(b) (i) With reference to Extract 2, explain the meaning of the term ‘monetary policy".
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This answer scores 2/4. This is the most it can achieve because
the candidate has not made any reference to extract 2.

OO ResultsPlus

Examiner Tip

Remember to apply when asked,
e.g. this question clearly says
'with reference to..".

GCE Economics 6EC02 01 11



(b) (i) With reference to Extract 2, explain the meaning of the term ‘monetary policy’
(4)
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ResultsPlus

Examiner Comments

This answer achieves the full four marks. It has clearly and concisely stated
what monetary policy is and includes a specific reference to extract 2.

< OO ResultsPlus

Examiner Tip

When quoting from extracts it is good practice to use quotation
marks to make it obvious when you are applying to the extract.
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Question 1 (b) (ii)

This question was generally answered fairly well, and candidate' understanding of inflation
does seem to have improved compared to previous papers. Many candidates discussed
good points, such as avoiding the risk of deflation, avoiding hyperinflation, and preventing
a wage-price spiral. For those less able candidates there were still some issues with
understanding that low inflation does not mean falling prices. It was also pleasing on this
question to see candidates making reference to the latest inflation data that was announced
just before the exam and the risks therefore, particularly of deflation.

*(ji) Evaluate two benefits of low and stable inflation for the UK economy.

(12)

GCE Economics 6EC02 01
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1%
Results¥lus
Examiner Comments
This candidate has produced two good analysis points - firstly

about international competitiveness and secondly about income
distribution. They also have some reasonable evaluation.

¢ OO ResultsPlus

Examiner Tip

This candidate should have made better use of paragraphs
to break up their answer. Candidates should be looking to
put each point they make into a separate paragraph.

GCE Economics 6EC02 01 15
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*(ii) Evaluate two benefits of low and stable inflation for the UK economy.

(12)
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<£z ResultsPlus

Examiner Comments

This answer achieves very low marks because they have made the mistake of
thinking that 'low and stable inflation' means prices are getting cheaper. This is
stated clearly in the third line of the answer and then continues in a similar vein
throughout. Because of this confusion this answer was only awarded a mark of 3/12.

OO ResultsPlus

Examiner Tip

Be very careful about inflation. Even if inflation falls, it does not
mean prices are falling. That only happens if there is deflation.

GCE Economics 6EC02 01
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Question 1 (b) (iii)

This question produced a wide variety of interesting answers, as there is a pretty long list of
potential factors that the Monetary Policy Committee could consider. Those candidates who
scored highly on this question were generally those who had read the question carefully.
The question does ask specifically for reasons they 'might have considered when deciding to
keep interest rates unchanged since 2009'. Therefore, candidates needed to make sure the
points they made were appropriate for this context. For example, suggesting that increasing
economic growth is a reason to keep interest rates low does not really make sense.

o PO Sgengdn {nga.b:m W
(iii) Analyse two additional pieces of information, other than house price

data, which the Bank of England’s Monetary Policy Committee might have
considered when deciding to keep interest rates unchanged since Con l

March 2009.

GCE Economics 6EC02 01



ﬁ ResultsPlus

Examiner Comments

This answer has two relevant pieces of information that the Bank of
England would certainly consider when deciding on UK monetary policy.
However, with the second point in particular they do not link it to why
the MPC decided to 'keep interest rates unchanged since March 2009'.

GCE Economics 6EC02 01 19



(i) Analyse two additional pieces of information, other than house price
data, which the Bank of England’s Monetary Policy Committee might have
considered when deciding to keep interest rates unchanged since
March 2009.

(8)
Aok He crisis wewdd ’Gﬂ&n.a%es ......... oo
loch 701

%Examiner Comments

This answer is largely irrelevant to the question unfortunately.
It does mention consumer spending and the budget deficit so
can get two identification marks, but nothing else.

OO ResultsPlus

Examiner Tip

This answer illustrates the importance of ensuring you are
answering the specific question you are asked - remember
to always read the question very carefully.

20 GCE Economics 6EC02 01



Question 1 (c)

This question was generally answered fairly well, with lots of candidates scoring either 4/6
or 6/6. Candidates were allowed to answer the question in two different ways - firstly, that a
budget deficit means greater injections than leakages. Secondly, many candidates discussed
what the government may do to reduce the size of its budget deficit - which would mean
leakages greater than injections. What stopped some candidates from getting full marks was
where they forgot to finish off their answer by saying what happens overall, e.g. an increase
in aggregate demand being the result of injections being greater than leakages.

(c) Explain the likely impact of a government budget deficit on the circular flow
of income.
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Examiner Comments

This is a good, clear answer to the question. They have clearly
defined a budget deficit and explained what will happen with
regards to injections and leakages in the economy. GCE Economics 6EC02 01
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(c) Explain the likely impact of a government budget deficit on the circular flow
of income.

<d\ ."”'j" us
Examiner Comments

This answer achieves a mark of 4. They have correctly
defined a budget deficit and explained what happens
with regards to injections and leakages, but have
failed to finish the question off by saying how overall
it affects the circular flow or aggregate demand.

GCE Economics 6EC02 01



Question 1 (d)

Out of the two 30-mark questions on this paper, candidates found this one more challenging.
This is probably because there are two stages to the question - stage one being demand-
side policies and stage two being the conflicts between macroeconomic objectives. There
were some answers which focused only on one of these two things, thus limiting the mark
they could achieve quite significantly. Many candidates also discussed the Phillips curve
conflict between inflation and unemployment but it was noticeable that they weren't able to
actually explain it, or put it in the context of this question. Too many candidates simply drew
the diagram and said that inflation causes unemployment, or vice versa. Having said this,
there were a lot of quality answers where candidates had read the question properly and
were able to clearly analyse and evaluate relevant conflicts. These candidates scored very
highly on this question.

*(d) To what extent do demand-side policies lead to conflicts between
macroeconomic objectives?
(30)
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This answer overall achieves a mark of 24. The candidate has clearly identified
fiscal and monetary policy and drawn an accurate diagram (albeit an untidy
one). They have correctly analysed and evaluated three potential conflicts that
could result from demand-side policies, but all their evaluation is fairly brief
and superficial, thus preventing them from achieving a very top mark.

us

A
J@ Resuusé

Examiner Tip

This is an excellent example of poor quality diagrams. Whilst it is still possible
to just about make these out, candidates should be making diagrams that are
much larger and clearer than this. They should also follow the instructions on
the front of the exam paper, which state to use black ink or ball-point pen.
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This answer scored very few marks because the candidate had not read the
question properly. It appears they saw that it was about conflicts between
macroeconomic objectives and so decided to write about objectives, not
reading it properly and realising that the question is actually about how
demand-side policies can lead to conflicts between the objectives.

Read The Question. Too many candidates lose significant
amounts of marks for failing to do this simple task.

GCE Economics 6EC02 01




Questions 2 (a) (i)

This question was very disappointing, with far too many candidates failing to understand
what the phrase 'investment at 2010 prices' meant, both in terms of what investment
actually is and how 2010 is used as a base year. Far too many candidates found what should

have been a simple question fairly challenging.

(a) (i) With reference to Figure 1, explain what is meant by ‘investment at 2010
prices.
(6)
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ﬁ ResultsPlus

Examiner Comments

This question achieved a score of 4/6 as they made
no reference to inflation or base year - effectively
ignoring the 'at 2010 prices' part of the question.

Examiner Tip

Remember to ensure you fully answer
the question in order to get full marks.

GCE Economics 6EC02 01
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(@) (i) With reference to Figure 1, explain what is meant by ‘investment at 2010
prices.
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Examiner Comments

% ResultsPlus

This answer scored the full six marks, as they had clearly
explained each of the three key issues:

e definition of investment
e explanation of 'at 2010 prices'
e reference to figure 1

These shorter questions should be straightforward if
candidates read the question carefully and fully answer it.

GCE Economics 6EC02 01



Question 2 (a) (ii)

For this question we allowed candidates to approach it from both the point of view of

an increase in investment and a decrease, bearing in mind figure 1 shows that business
investment fluctuated a lot over this time period. Generally candidates were able

to identify relevant points, although at times they struggled to fully develop them. Some
candidates discussed consumer and business confidence as two separate points, but failed
to clearly distinguish between them and really just made one point about lack of demand.

(ii) With reference to Figure 1, explain two likely factors that caused the change
in UK business investment between 2008 and 2013.

<E£Z ResultsPlus

Examiner Comments

This answer has identified two relevant points
but it is unclear from the application exactly

what time period the candidate is referring to.

OO ResultsPlus
Examiner Tip
The application here is not clear

enough - the 50% is not related
to any specific time period.

GCE Economics 6EC02 01 31
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(ii) With reference to Figure 1, explain two likely factors that caused the change

in UK business investment between 2008 and 2013.

(8)
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They have identified and analysed two relevant points as
well as making a specific application reference to figure 1.

This is a clear and detailed answer that deserves full marks.

GCE Economics 6EC02 01
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Examiner Tip

In a question which asks for

two answers, it makes sense,
like this candidate has done,

to put each point clearly in a

separate paragraph.




Question 2 (a) (iii)

This question was probably the most straightforward of the 12-mark questions on this

paper, and many candidates were able to access a lot of the marks. Again, because of

the fluctuating nature of figure 1, candidates could discuss either an increase or decrease

in business investment. They could then go on to discuss either aggregate demand or
aggregate supply. The majority of candidates focused on aggregate demand - here if they
could clearly explain the transmission mechanism, draw the diagram, and describe the impact
on price level and real output then they had achieved all of the 'kaa' marks relatively quickly.

(iii) With reference to Figure 1, assess the likely impact of the change in business
investment between 2008 and 2013, on the UK's real output and price level.
Use an aggregate demand and aggregate supply diagram in your answer.
(12)
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Examiner Comments

For this question those candidates, like this one, who could clearly explain, step-
by-step, the impact of a change in investment on aggregate demand or aggregate
supply generally scored highly. This answer achieves the full twelve marks. The
candidate here has decided to discuss the impact on aggregate supply from a lack
of investment - shifting AS to the left as shown by their diagram.

A
2@ ResultsP!

Examiner Tip

us

In questions such as this there are several different ways of
answering the question, all of which can, if you analyse and
evaluate your points clearly, achieve full marks. Whatever approach
you take, ensure your diagram is consistent with your analysis.
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(iii) With reference to Figure 1, assess the likely impact of the change in business
investment between 2008 and 2013, on the UK’s real output and price level,
Use an aggregate demand and aggregate supply diagram in your answer.

(12)
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Examiner Comments

% ResultsPlus

This answer also scored the full 12/12 marks, but this time

the candidate has approached the question from an aggregate
demand side. This shows how candidates could take either
approach to answering the question and still achieve full marks.
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Question 2 (b) (i)

As mentioned in the introduction, it is disappointing to see the number of candidates who do
not know what the components of the current account are. This is a key part of the syllabus
which relates to many other aspects of the macroeconomy.
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ResultsPlus

Examiner Comments

This candidate has scored full marks for clearly
identifying the four components of the current account.
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(b) (i) Outline the main components of the current account of the balance of
payments.
(4)
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ResultsPlus

Examiner Comments

This answer is very vague and only achieves two
marks for a reference to imports and exports.

Examiner Tip

Be clear and precise in your definitions
to ensure you get the marks.
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Question 2 (b) (ii)

Generally many candidates were able to discuss some sensible and relevant points on this
question, for example higher labour costs compared to other countries. However, other
arguments were sometimes less convincing - such as the impact of the UK weather on our
imports and exports.

(i) Analyse two reasons, apart from the UK's productivity performance, that
might explain the deficit in the current account of the balance of payments,
(8)
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Examiner Comments

<?/Z ResultsPlus

This answer only has one relevant point - the first one about
higher interest rates potentially pushing up the value of the
pound. As such the most this candidate can score is 4/8
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(ii) Analyse two r ptfmthUKpdttypfm , that
might explain th dft the unt of the balan fpym ents.
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ResultsPlus

Examiner Comments

This is a clear and detailed answer
that achieves the full eight marks.

A
@ ReSUItS*

Examiner Tip

us

Remember to only evaluate where a question asks you to.
This question starts with the word 'analyse' - so clearly there
will not be any marks for evaluation. As such, this candidate
has wasted some time evaluating on this question.
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Question 2 (b) (iii)

As already mentioned in the introduction, too many candidates still do not understand the
difference between productivity and production. Many answers to this question described
how the UK wouldn't be producing as much and the subsequent effects of this. Some
answers managed to barely refer to productivity at all, obviously therefore scoring low
marks. Candidates need to ensure they read the question carefully and discuss precisely
what it is asking them. Many answers also very simply said that, because production is less,
we will have fewer goods to export and will have to import more. This is too simplistic and
ignores the whole discussion of productivity and how this affects imports and exports.

*(iii) With reference to the information provided and your own knowledge,
evaluate the likely impact of the UK's productivity performance on its

economy.
(12)
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*(iii) With reference to the information provided and your own knowledge,

evaluate the likely impact of the UK's productivity performance on its
economy.

(12)
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Examiner Comments

This question has done a good job of application and analysis
and as such achieves the full eight marks. However, there is no
evaluation present, and so 8/12 is the maximum they can achieve.

Examiner T|p

This answer has a very long introduction with an excessive
amount of application. Whilst there are 2 application marks
available on this question, these are for one application point.
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*(iii) With reference to the information provided and your own knowledge, =~ -
evaluate the likely impact of the UK's productivity performance onits = -
economy. '

(12)
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% ResultsPlus

Examiner Comments

In this answer the candidate has done plenty of application but little
else. They have discussed how it may impact on output and they have
drawn a relevant AD/AS diagram, which also gets some analysis credit.
This gave them a mark of 5/12 in total
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Question 2 (c)

This question was generally fairly well answered. Being more straightforward than 1(d) the
vast majority of candidates quickly picked up on what the question was asking of them and
were able to describe a number of supply-side policies. Where more able candidates were
able to shine on this question was in their ability to clearly analyse each supply-side policy,
but also to do some detailed rather than superficial evaluation. Whilst not wrong, too many
candidates, for evaluation, are simply stating that 'education has a time lag' or 'it depends
on the magnitude of the government spending'. To achieve the top marks candidates need
to go beyond these rather bland statements. Also candidates need to remember to describe
specific supply-side policies, not 'labour market reforms' or similar.

*(c) Evaluate the use of supply side policies in raising the level of real output in the UK

economy.
(30)
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wExaminer Comments

This is an example of a quality answer from a candidate who has clearly grasped
the demands of the question. Interestingly, their evaluation is actually slightly
better than their analysis - where they have at times been a bit too brief.

One criticism I would make of this response is that the answer is not structured
particularly clearly and so an examiner does have to work through this answer
carefully to ensure the marks are allocated appropriately. Ideally, candidates should
have each point in a clear paragraph, with a clear evaluation paragraph separate
from that analysis, to make it clear what analysis point a candidate is discussing.

Examiner Tip

Be careful with AD/AS diagrams - this candidate
has lost a mark because they have put 'price' as
opposed to 'price level' on the vertical axis
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*(c) Evaluate the use of supply side policies in raising the level of real output in the UK
economy.

(30)
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Examiner Comments

This answer achieves a mark of 18. They have an accurate
AD/AS diagram illustrating an increase in aggregate supply,
which is a good start. They have also discussed training and
reducing corporation tax as potential supply-side policies. The
training point was better explained than the corporation tax
point. They also have three fairly limited pieces of evaluation,
about lack of demand for workers, magnitude, and time lag.
None of these evaluation points are really well-developed. The
discussion of 'more land' as a supply side policy was not credited.
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Paper Summary

Based on their performance on this paper, candidates are offered the following advice:

Productivity is a key macroeconomic concept that has an impact on lots of other issues.
Candidates need to be clear about what this is and how it differs from production.

Candidates need to be able to offer clear, precise, and accurate definitions of the key
macroeconomic terms. These should be using appropriate terminology and not a vague
attempt to explain roughly what the term relates to.

Candidates need to spend more time studying macroeconomic data and charts from
sources such as the ONS, Bank of England, Guardian, etc. Too many candidates lost
marks because they could not correctly interpret a graph.

Although it does seem to be improving, there are still candidates who confuse the UK's
budget deficit with its current account deficit.

Candidates will only receive marks for answers that specifically answer the question. This
was particularly evident this year in questions 1(b)(iii) and 1(d).

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

Candidates are spending too much time on long introductions when a question has only
asked them 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.
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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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