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Introduction

The focus of this exam is on macroeconomics, and themes 2 and 4 of the specification.

Candidates’ answers to the questions on this paper have been of an expected standard. All
guestions were accessible to the candidates, although inevitably candidates were scoring
more highly on some questions than on others. There were a few very high-quality answers
from candidates demonstrating an excellent grasp of the key macroeconomic issues,
although other answers demonstrated a more superficial understanding. Overall, there was a
wide range in the quality of answers.

In Section A, most candidates answered the multiple-choice questions correctly, although
candidates are encouraged to improve their skills at interpreting graphs. This was a particular
issue on question 2(a). On other multiple-choice questions, candidates need to ensure they
read the question carefully and think through each of the four answers; only one of them will
be a logical answer in the context of the question.

For the other questions in Section A, candidates need to focus on answering the precise
question set, and nothing else. There are no marks for evaluation in Section A, so doing so is
wasting valuable time in the exam. In addition, when the question asks candidates to refer to
either a chart, a graph, or the information provided, candidates need to make sure they do
so. This was the case in questions 2(b), 3(a), 4(b), and 5(a), Unfortunately a few very well-
written answers achieved 3 of the 4 marks as they lacked application. Candidates also need
to make sure they know key formulas such as how to calculate the multiplier. There was a
considerable number of answers where candidates did not know the formula or got it wrong.

In Section B it is equally important that candidates read the question carefully and ensure
they are answering the precise question set. For example, question 6(c) asks whether an
increase in real income improves subjective happiness within the UK, but a number of
evaluative comments focused on the reliability of the data rather than on whether money
does make people happy or not.

In question 6(d), most answers focused too much on what the government could spend any
additional tax revenue on, rather than on the methods of increasing tax revenue themselves.
High quality answers to these questions were ones that clearly analysed the issues and
applied them to real-world contexts, either using information from the case study or their
own knowledge.

In all questions it is important for candidates to remember that when a question includes the
words ‘with reference to’ candidates should actually refer to whatever they have been asked.
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In shorter questions there are discrete marks for application and in levels-based questions,
examiners are looking for context to enhance the answer and move it into the higher
knowledge, application, and analysis (KAA) levels. In fact, a common issue when marking
candidates' answers was a lack of application. Answers should not be entirely theoretical and
should be placed within the context of the real economy of the world or countries and
regions. Candidates are advised that the extract is there to help them with their answers, and
some of the more effective answers made considerable use of it to help them in their writing.

For Section C where the candidates have a choice of which question to answer, question 8
was slightly more popular than question 7. In both questions, success could be found by
clearly demonstrating the skills of analysis, evaluation, and application. Candidates need to
ensure they go beyond simply stating issues and justify their points, as well as backing them
up with application.

In question 7, most candidates were able to draw a tariff diagram and explain it, but they did
not relate it to the global economy.

In question 8 most candidates had reasonable understanding of comparative advantage but
struggled to clearly articulate how it would impact the global economy.
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Question 1 (a)

In this question, candidates are required to calculate the total reduction in the UK's GDP.

There are two steps in the process. Firstly, candidates need to calculate the value of the
multiplier. Secondly, they need to multiply this value by £20 million. There were a range of
answers with many of the weaker responses demonstrating a lack of understanding of this
key macroeconomic formula.
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1 According to the Bank of England, the UK's marginal propensity to consume is
estimated to be 0.64.

(Sotirce: adapted from https://www.bankofengland.co.uk/-/media/boe/files/working-
paper/2017/the-consumption-response-to-positive-and-negative-income-changes.pdf?)

(a) Using the information above, calculate the total reduction in the UK's GDP from a
fall in government spending of £20 million.
(4)

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

iﬁ ResultsPlus
Examiner Comments

This is a response that was awarded the full 4 marks for the correct
answer.

PR
S , ResultsPlus

Examiner Tip

Make sure you know key formulas, such as how to calculate the
multiplier.

It is always worth showing your workings in case you make a mistake
as marks can be awarded for the workings.
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Question 2 (b)

In this question, candidates were required to explain the likely impact on consumption of a
rise in house prices. The focus here is on the wealth effect, and good answers explained
clearly how the wealth effect would lead to an increase in house prices. We also awarded
answers that considered the problem of rising house prices for those seeking to buy a house.
For example, rising house prices would increase the size of deposit house buyers would
need.

In this question there were 2 marks for knowledge, 1 mark for analysis, and 1 mark for
application.
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(b) With reference to the chart on the previous page, explain the likely impact of an
increase in average house prices on UK consumption.
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ﬂ ResultsPlus
Examiner Comments

This response was awarded 1 mark. The candidate has correctly made
some use of the chart provided on house prices and gained the
application mark. However, there is no relevant detail for marks to be
awarded for knowledge and analysis.

.-""f l‘-

\ \ ResultsPlus

Examiner Tip
When you have a question about house prices and consumption, this
is likely to relate to the wealth effect.

Candidates need to make effective use of the data provided in the
guestion.
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(b) With reference to the chart on the previous page, explain the likely impact of an
increase in average house prices on UK consumption,
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Z ResultsPlus

Examiner Comments

This response was awarded the full 4 marks. The candidate has clearly
stated that it would be likely to increase consumption. The candidate
develops the response further by explaining why and providing some
application to the chart.

<5 ResultsPlus

Examiner Tip
When a question says 'with reference to', make sure you do what the
question asks.
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Question 3 (a)

In this question, the focus was on investment and the question considers the impact of a fall
in interest rates. Most candidates grasped that this would lead to an increase in investment
as the cost of borrowing would now be cheaper. As with the previous question, a reference to
the data should be present in the answer.

3 Bank of England base interest rate, 2016-2020
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(Source: adapted from https://www.bankofengland.co.uk/
monetary-policy/the-interest-rate-bank-rate)

(a) With reference to the chart above, explain the likely impact of a reduction in the
base interest rate on UK investment.

(4)
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N / ResultsPlus
/--.‘: Examiner Comments

This response was awarded the full 4 marks. The candidate has clearly
answered the question from the outset by saying that investment will
increase, swiftly followed by some application. The rest of the answer
gains the second knowledge mark and the analysis mark.

i ResultsPlus
D

Examiner Tip
Be clear and concise in the answers in Section A. This answer is just
over 6 lines long, but it fully answers the question.
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3 Bank of England base interest rate, 2016-2020
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(Source: adapted from https://www.bankofengland.co.uk/
monetary-policy/the-interest-rate-bank-rate)

(a) With reference to the chart above, explain the likely impact of a reduction in the
base interest rate on UK investment.
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/--.‘: Examiner Comments

This response was awarded 3 marks. There is clear knowledge and
application, but there is no analysis. This was probably the most
common cause of students not earning full marks on this question.
There needs to be some explanation of how/why investment would
increase to earn the analysis mark.

s ResultsPlus
ey

Examiner Tip
In questions such as this, make sure you have demonstrated the skills
of knowledge, application, and analysis in your answer.
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Question 4 (b)

In this question, candidates needed to explain the difference between automatic stabilisers
and discretionary fiscal policy. Most candidates found this question challenging with a
number of responses unable to explain the difference. Some of the weaker responses
demonstrated a lack of knowledge of these key terms and often wrote in general about fiscal
policy. Many candidates missed the application mark for not making effective use of the
trade cycle diagram.
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4 The trade cycle

Real GDP Positive

output gap

\’ 5 Trend GDP

Actual GDP

Time

(a) At point Z on the diagram, which one of the following is likely to occur?

An increase in:
(1

X

A absolute poverty
B budget deficit

B B

€ cyclical unemployment

D inflation

(b) With reference to the graph, explain the difference between automatic stabilisers

and discretionary fiscal policy. (4)
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N / ResultsPlus
/--.‘: Examiner Comments

This response was awarded 3 marks. The candidate has given a good
explanation of the difference between automatic stabilisers and
discretionary fiscal policy, but there is no reference to the graph so no
application mark was gained.
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4 The trade cycle
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(a) At point Z on the diagram, which one of the following is likely to occur?

An increase in:

(1}
£l A absolute poverty

1 B budget deficit
Bl € cyclical unemployment %
B D inflation

(b) With reference to the graph, explain the difference between automatic stabilisers
and discretionary fiscal policy. @
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/--.‘: Examiner Comments

This response was awarded the full 4 marks. The candidate has given a
clear explanation of the difference between automatic stabilisers and
discretionary fiscal policy along with some application to the trade
cycle graph.
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Question 5 (a)

This question focussed on the role of financial markets. Most candidates correctly identified
a role and offered some explanation. The application was often present in many answers.
However, answers that gained 3 of the 4 marks available often lacked a full explanation to
gain the analysis mark.

5 In May 2020, the UK government introduced a loan scheme to help small businesses
survive the downturn in the economy. Small businesses could borrow up to £50000
at an interest rate of 2.5% for up to 6 years from a bank. The government guaranteed
100% of the loans, to enable banks to issue them quickly, and only minimal checks
were made on borrowers.

(Source: adapted from
https.//www.ft.com/content/1cal5db2-93e4-4¢34-877d-110309¢d9716)

(a) With reference to the information above, explain one role of financial markets.
(4)

f

% ResultsPlus
Examiner Comments

This response was awarded 3 marks. The candidate has correctly
explained one role of financial markets and offered some good
knowledge and analysis, but there is no application.
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In May 2020, the UK government introduced a loan scheme to help small businesses
survive the downturn in the economy. Small businesses could borrow up to £50000
at an interest rate of 2.5% for up to 6 years from a bank. The government guaranteed
100% of the loans, to enable banks to issue them quickly, and only minimal checks

were made on borrowers.

5

(Source; adapted from
https://www.ft.com/content/1ca15db2-93e4-4e34-877d-110309¢d9716)

(@) With reference to the information above, explain one role of financial markets.
(4)
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_ ResultsPlus

Examiner Comments
This is a response that was awarded the full 4 marks. The candidate
has given a good, well-written answer to this question.
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Question 6 (a)

The Lorenz curve was the focus of this question. Candidates were asked to explain how
income inequality is measured using the Gini coefficient.

Candidates were awarded 2 marks for a correctly drawn and labelled Lorenz curve diagram.
The remaining marks were awarded for explaining how the Gini coefficient works and for
some application to the data. Referring to the fact that the UK's Gini coefficient is 0.34 was
the key piece of application, and the majority of candidates gained the mark. However, many
candidates lost marks for incorrect labels on the diagrams.

6 (a) Using a Lorenz curve diagram, explain how income inequality is measured using
the Gini coefficient. Refer to Extract A in your answer.

(S)

Fﬁwmmd\t;wmﬂm LARNMOLY D Wauwe,
t'h\cﬁ)thi_ .
o000, .. 030 Lowndon spraens. o (el o1l Adq

o BN £y PRIRLL... AP MOWW%

21 GCE Economics A 9ECO 02



a\__

ﬂ ResultsPlus
Examiner Comments

This response was awarded the full 5 marks. The candidates has given
a clear and correctly labelled Lorenz curve diagram and it was clearly
explained in the written response.

A
.""\-'.

\, | ResultsPhus

Make sure you correctly label the axes on diagrams, such as a Lorenz
curve.

6 (a) Using a Lorenz curve diagram, explain how income inequality is measured using
the Gini coefficient. Refer to Extract A in your answer.
(5)
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ig ResultsPlus
Examiner Comments

This response was awarded 2 mark. The candidate gained 1 mark for
application for the Lorenz curve diagram (only 1 mark as the axes are
not correctly labelled), and 1 mark for analysis.
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Question 6 (b)

This question asked candidates for causes of income inequality within the UK.

For the 8-mark questions, there are 2 marks available for each of the assessment objectives;
knowledge, application, analysis, and evaluation.

Most candidates made good use of the extract given in the question to discuss education and
infrastructure inequalities between different parts of the UK.

However, many candidates did not gain marks for evaluation as they did not evaluate the
causes they had discussed in their answers.
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(b) With reference to Figure 1 and Extract A, examine two likely causes of
income inequality within the UK.
(8)
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,
" { ResultsPlus
/--.‘: Examiner Comments
This response was awarded 6 marks. The candidate has correctly
identified two different causes and explained and applied them to the
case study. However, the candidate failed to offer any evaluation of the
causes and did not gain the two marks available for evaluation.

5\ ResultsPlus

\ Examiner Tip

Remember the mark structure is the same for any 8-mark question.
There are 2 marks available for each of the four assessment objectives;
knowledge, application, analysis, and evaluation. Particular attention
must be given to evaluation.
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(b) With reference to Figure 1 and Extract A, examine two likely causes of
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Examiner Comments

This response was awarded the full 8 marks. The candidate has
identified two different causes as differing levels of education and
infrastructure between different parts of the UK. Both causes have
been identified as well as analysed and applied. There is also an
evaluation of the causes.
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Question 6 (¢)

This is the first of the levels-based questions. There are 6 marks for knowledge, application,
and analysis (KAA) and 4 marks for evaluation (EV).

The focus of this question was a link between income and happiness. Candidates needed to
present both sides of this argument, with one side of their argument counting as the KAA
and one as the EV.

Candidates were also expected to make use of the data provided in the question, which
could be used to support arguments on both sides of this debate.

The better responses discussed both sides of the debate and did so with clear step by step
chains of argument. Some weaker responses tried to critique the data rather than answering
the question.

GCE Economics A 9EC0O 02
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(c) With reference to Figure 2, assess whether an increase in real income improves
subjective happiness within the UK.
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~ < ResultsPlus
/--.. Examiner Comments
This response was awarded 5 marks. The candidate has given some
understanding of both sides of the argument but neither is very well
argued. The candidate has the right idea and therefore earns level 2

for KAA and level 1 for evaluation. Unfortunately, the answer lacks
sufficient depth of explanation to access the higher levels.

-~ 4 \ ResultsPlus
\

) Examiner Tip
Make sure you fully explain a point. Try not to state a point without
explaining it on the assumption that it is obvious. Remember you will
only be marked for what is written on the exam paper.
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(c) With reference to Figure 2, assess whether an increase in real income improves
subjective happiness within the UK.
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This is a top-level answer for both KAA and evaluation and it was
awarded 9 marks. The points are clearly argued in a step-by-step way

on both sides of the argument, with application to the data to back
them up.
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Question 6 (d)
In this question, there are 8 marks for KAA and 4 marks for evaluation

For KAA, the better responses focused clearly on arguing the merits of using particular
methods to raise tax revenue, as given in the extract in the question. However, candidates
could equally gain marks for discussing other methods besides those in the extract, provided
there was a link to the extract in their answer.

Some of the weaker responses tended to state a method of raising tax revenue rather than
explaining it. Many candidates also focused their responses on what the government could
spend extra tax revenue on, which was not a requirement of the question.

In addition, many candidates struggled to write a clear definition of tax revenue without
repeating the same words.
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(d) With reference to Extract C and your own knowledge, discuss methods the
UK government could use to increase tax revenue.
e = (12)
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Examiner Comments

This is an excellent response which gained the full 12 marks. The
candidate has given a clear understanding of the merits of different
methods of raising tax revenue, and the answer is clearly focused on

what the question is asking. There is also good use made of the extract
in the answer.

-

Qj ResultsPlus

Examiner Tip

Remember the extract is your friend. For example, the extract in this
qguestion offers you some methods you can discuss in your answer.
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(d) With reference to Extract C and your own knowledge, discuss methods the
UK government could use to increase tax revenue.
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\( { ResultsPlus
/‘--. Examiner Comments

This is a response that achieved level 2 for KAA but there was no
evaluation and it was awarded 5 marks.

The candidate has taken the approach of breadth rather than depth,
which is not recommended. The candidate discusses three different
methods, but none of the explanations are sufficiently developed to
reach the criteria for KAA level 3.

‘f \ ResultsPlus
\\

Examiner Tip
Remember to ensure you evaluate in all questions of 8 marks and
above, otherwise you are missing out on vital marks.
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Question 6 (e)
In this question there are 9 marks for KAA and 6 marks for evaluation.

The question specifies that candidates need to draw a diagram, which is a requirement in
order to achieve highly at level 3 for KAA. Some of the better responses were able to clearly
analyse and evaluate the benefits and downsides of increased spending on infrastructure.
They also often used the information in the case study, such as the new station at Bow Street,
to illustrate their argument. Evaluative arguments could discuss the significance of one small
station or the long timespan of UK infrastructure projects.
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(e) With reference to Extract B, discuss the benefits of an increase in infrastructure
spending on the UK economy. Use an aggregate demand and aggregate supply
diagram to support your answer.
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%{ ResultsPlus
Examiner Comments

This is a response that was awarded 8 marks and achieved level 2 for
KAA and level 1 for evaluation.

The candidate knows the basics of the discussion provided in the
answer but lacks a sufficiently detailed and step-by-step explanation to
go beyond these levels.

- ResultsPlus
\_/

| Examiner Tip
If a question asks you to draw a diagram, make sure you do so.
However, the diagram alone is not enough to get you into the top
levels of the marking criteria.
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(e) With reference to Extract B, discuss the benefits of an increase in infrastructure

spending on the UK economy. Use an aggregate demand and aggregate supply
diagram to support your answer.
(15)
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-'-\\ .
\/ / ResultsPlus
/--.‘: Examiner Comments

This is an excellent answer which gained top level for both KAA and
evaluation and was awarded 14 marks.

The benefits are clearly discussed in terms of both aggregate demand
and aggregate supply as well as the downsides. There is application
and there is good use made of correctly drawn AD/AS diagrams.

4\ ResultsPlus
<D

Examiner Tip
Remember to relate your answer to the real world by using the extract
and/or your own knowledge.
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Question 7

This question focused on the impact of protectionism on the global economy. Overall,
candidates coped well with this question. They were able to correctly draw and explain a
tariff diagram and discuss the impact of tariffs, as well as evaluate those impacts. Some of
the better responses related this to real world tariffs, such as the trade dispute between the
USA and China. However, the strongest responses were clearly able to effectively relate it to
the global economy. Other methods such as quotas or subsidies were also often discussed
with a range of efficiency.
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ﬂ ResultsPlus
Examiner Comments

This response was awarded 16 marks and achieved level 3 for KAA and
level 2 for evaluation.

The candidate has accurately drawn a tariff diagram and has made a

good attempt at explaining the pros and cons of such a protectionist
measure. The answer continues to discuss the impact on infant
industries. Overall, the content of the response does not meet the
criteria for the top levels for either KAA or evaluation.
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ﬂ ResultsPlus
Examiner Comments

This is a high-quality response that was awarded 22 marks and meets
the criteria for KAA level 4 and evaluation level 3. The candidate has
clearly discussed the impact of protectionism, relating it to the real
world with the reference to the trade dispute between the USA and
China. The candidate has also drawn a correct tariff diagram and
clearly explained it. The response develops further with a clear
discussion on positive and negative impacts of protectionism on the
global economy.

f'w,
z"’ -\

\ \ ResultsPlus

Examiner Tip
Answers in the top levels for KAA and Evaluation do not have to be
long essays. Take note of the depth of the chains of argument given in
this answer as an example of what is needed to meet the criteria for
the top levels.
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Question 8

The focus in this question was on the impact of globalisation on the global economy.
Comparative advantage was frequently discussed by candidates, although many struggled to
properly explain how it worked or provided plausible real-world examples.

In terms of evaluation of comparative advantage, some of the better responses clearly
critiqued it whilst still keeping their focus on globalisation. Weaker responses tended to lose
focus and discussed the impact of protectionism on comparative advantage. Other benefits
included higher economic growth, more jobs, and more competition between firms leading
to lower prices and/or better quality.
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\/ / ResultsPlus

/'-—-‘: Examiner Comments

This is an excellent, high-quality response that was awarded 23 marks
and met the criteria for the top levels of both KAA and evaluation.
There are excellent chains of argument throughout, earning full marks
for KAA. The evaluation is also of a high quality, although there is a lack
of an overall judgement which prevents it from gaining full marks for
evaluation.

94\ ResultsPlus
D

Examiner Tip
This answer is shorter than the exemplar of a top-levels candidate
response in question 7, but they both demonstrate what is expected to
achieve these levels. Focus on the quality of the argument when
reading this example.
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Paper Summary

Based on their performance in this paper, candidates are offered the following advice:
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Ensure you manage your time effectively. Spend 30 minutes on Section A, 1 hour on
Section B, and 30 minutes on Section C. If candidates spend too long on Section A, they are
in danger of running out of time for the 15 and 25-mark questions at the end of the exam
paper.

Candidates can answer the paper in whichever order they see fit. Candidates may find it
helpful in terms of time management to start with Section B or C instead of Section A.

A multiple-choice question is worth one mark whereas questions 7 and 8 are worth 25
marks. Bear this in mind in terms of how long you are spending on individual questions,
especially in Section A.

Maximise your efficiency by ensuring you only answer the precise question set. For
example, in Section A, question 3(a) is asking specifically about the impact on investment,
not anything else in the economy.

For ‘calculate’ questions, such as question 1(a), candidates are required to calculate the
correct answer. An explanation of the answer is not necessary.

As part of your revision, spend time interpreting graphs. Look at the axes and think about
what data the graph is showing you.

There are no marks for evaluation in Section A. Improve efficiency in time management by
not including an evaluation in your answers.

Ensure you know key formulas, such as how to calculate the multiplier.

When drawing diagrams remember to ensure that they are clear and have correct labels
on both axes and lines. This was a particular issue for Lorenz curve diagrams in question
6(a).

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 about which question you are writing.
There is no need to repeat the question back to the examiner. Save time and get straight
on with answering the question.

There is no need to define every word in the question. For example, in question 6(d),
examiners do not need to be told that tax revenue is revenue the government receives
from taxes (or similar wording). Your understanding of tax revenue will be apparent in the
answer you write.

Remember that in Section B the 5 and 8-mark questions use a points-based mark scheme
whereas the other questions use the levels-based mark scheme. For example, in question
6(b), the 8-mark question, there are 2 marks each for knowledge, application, analysis, and
evaluation.

Ensure you answer the precise question you have been set. For example, in both the
essays questions you were asked to evaluate the impact on the global economy.

To get top marks on levels-based questions you need to ensure you fulfil all the criteria for
the top level (eg, KAA Level 4 on essays). If you do not have good knowledge, analysis, and
application then you cannot access the top marks.
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Grade boundaries

Grade boundaries for this, and all other papers, can be found on the website on this link:

https://qualifications.pearson.com/en/support/support-topics/results-certification/grade-
boundaries.html
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