
Examiners’ Report

June 2016

IAL Economics 4 WEC04 01



2 IAL Economics 4 WEC04 01

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 WEC04_01_1606_ER

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



IAL Economics 4 WEC04 01 3

Introduction
The entry for this paper continues to grow with just over 1,200 candidates sitting this exam.

In Section A, Question 1 was the most popular choice, followed by Question 3, and then 
by Question 2. The mean of Question 3 was higher than for questions 1 and 2. The mean 
scores for questions 1 and 2 could have been higher if the candidates had not misread part 
(a) of their questions. Although this mistake was common among the weaker candidates, 
it was made by candidates at all levels. These questions were no more difficult than the 
others, but candidates simply did not read them carefully. 

Many candidates were also not able to show sound depth and breadth to their answers. 
Typically, examiners are looking at three well developed and contextualised analysis points 
and two well developed and contextualised evaluative points for 15 mark essay questions. 
Similarly, examiners are looking at four well developed and contextualised analysis points 
and three well developed and contextualised evaluative points for the 25 mark essays.

In Section B, the split between the two optional data response questions was uneven, with 
around 65% of candidates attempting question 4 and 35% answering Question 5. There was 
not much difference in the mean scores for questions 4 and 5.

The questions were generally accessible at all levels and provided some good opportunities 
for candidates to differentiate themselves by ability. Answering the precise question asked, 
integrating data with analysis and strong evaluation remain the key ways that A-grade 
candidates achieve higher marks.

It is pleasing that the standard of responses was generally slightly higher than previously, 
and that candidates seem to have a good understanding of what is required of them when 
attempting this paper, including the mark distribution for each question and the four 
assessment objectives. Candidates are also making more consistent efforts to apply their 
answers to real world examples and contexts, particularly in Section A. There is no evidence 
that the candidates have problems with timing or completing the paper in the allotted time.
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Question 1

For (a), this question was highly challenging for candidates as they were not able to 
evaluate the likely impact of the rapid growth of emerging and developing economies on 
world trade patterns. Many candidates have not shown that they understand what trade 
patterns means. Some candidates explain effects on the domestic economy or between 
emerging economies rather than in a global context and therefore, were not able to access 
the higher levels. 

Candidates needed to consistently explain analysis points in world context to achieve higher 
levels. Stronger candidates’ mostly analysed impact on the increase in overall size of world 
trade due to increase in proportion of world trade conducted by developing and emerging 
economies. They also discussed how developed economies have moved to importing goods 
from emerging economies and exporting more services they produce. Weaker candidates 
were often confused and discussed the impact of free trade.

For almost all candidates who attempted this question, evaluation was fairly weak, focussing 
mainly on a learnt list of points but not answering the question. Whilst candidates have 
made some attempts to evaluate, they were not consistent in context of world trade 
patterns. 

For (b), most candidates were able to show an understanding of the term specialisation 
and at least some were able to relate this to the concept of comparative advantage. Weak 
candidates were not clear on this concept, while stronger candidates could give accurate 
definitions which were well supported with diagrammatic or numerical examples. 

Stronger candidates were able to discuss that if specialisation is according to the law of 
comparative advantage, trade will increase and therefore the world output will increase, 
raising the standard of living. They were able to develop and expand on this point. Many 
candidates also discussed the benefits of economies of scale and lower inflation rates. Some 
also made links to economic growth and employment as a result of more trade. Few weaker 
candidates failed to explain these points and scored low marks. A handful of candidates 
were able to effectively evaluate discussing issues of law of comparative advantage, over 
dependency but most answers did not show sufficient breadth to the evaluation points to 
achieve Level 5. 

Across scripts, there was little application to countries. This question explicitly asks 
candidates to refer to a country or countries of their choice; applying answers in this way 
may have provided candidates with a framework in which to base more in-depth analysis 
and evaluation of possible policies. Candidates were capped at Level 4 if they did not refer 
to a country in their response.
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a)  The candidate shows some understanding of growth of developing and emerging economies. 
Good points on increase in trade and technological transfer and one well developed point on 
comparative advantage (using examples and linking it to trade) was made. However, there is 
only one evaluative comment on offer when the candidate discusses a rise in protectionism that 
could restrict trade. This response was therefore given a Level 4 score of 10 marks.

b)  The candidate covered a couple of analytical points that were well developed. The answer 
showed an in depth discussion on lower costs and external economics of scale, both using 
context of countries. There was however only one evaluative comment on occupational 
immobility on offer that was well developed. There was not enough development of the terms of 
trade argument and hence it was not able to achieve higher levels. To access this, development 
on law of comparative advantage was required. This response was therefore given a Level 4 
score of 18 marks.

Examiner Comments
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a)  This response was strong as the candidate showed good depth and breadth to their 
answer. There is a good understanding of developing and emerging economies in 
paragraph 1. The answer contains an in depth analysis of the rise in world trade, 
deindustrialisation and has shown some understanding of world trade patterns due to 
changes in production and FDI flows, albeit a little muddled at times. A couple of well-
developed evaluation points were offered, whereby the candidate discusses how trading 
blocs and deindustrialisation have not altered world trade patterns much. This response 
was therefore given Level 5 score of 13 marks. 

b)  This is a strong response which covers a good number of points and addresses the 
key aspects of the question. The candidate shows in depth development of points on 
comparative advantage, economic growth, current account position and unemployment; 
with each of the points supported by diagrammatic analysis, giving it the higher level for 
analysis. Evaluation points were discussed in detail but did not have the same depth as 
analysis points to achieve the top end of Level 5. This response was thus given Level 5 
score of 21 marks.

Examiner Comments

a)  Although both candidates were able to show understanding of what world trade patterns 
are, a vast majority misinterpreted what this meant. Candidates need to read the 
question carefully and answer questions in a global and not local context to achieve 
higher levels.

b)  It is beneficial to support points using numerical or diagrammatic analysis as it helps  
add depth to arguments. For questions on the concept of specialisation, it is important  
to discuss the comparative advantage in depth. Ensure that there is consistent application 
to countries throughout the answer.

Examiner Tip
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Question 2

For (a), this question was poorly answered by a significant proportion of candidates who 
chose to attempt it. The problem was not really with the answers themselves but with the 
candidates misinterpreting the question. Candidates of all ability levels thought that it was 
asking about benefits to Ethiopia and Uganda and of the expansion of free trade rather than 
fair trade schemes. Candidates wrote essays about free trade instead, meaning that little 
of what they wrote was answering the question set and so could not be awarded marks. It 
did not seem to be the case that this was a difficult topic or question – those that knew the 
concept of fair trade managed to produce responses of a similar quality to the other essay 
questions. It is not clear whether this was because candidates had not covered fair trade 
and so were not aware that it might be different to free trade, or due to some other reason. 
This meant that candidates scored low marks overall if they misinterpreted this concept.

Responses that did understand fair trade schemes were able to suggest benefits to the 
countries, from reducing poverty to diversification up the value chain to community based 
development. Some candidates however only discussed benefits to farmers and not to 
Ethiopia and Uganda. They were not able to access Level 3. Candidates of all ability levels 
did find it more challenging to evaluate these benefits though and did not offer good depth 
and breadth to their points.

For (b), many candidates presented a sound understanding of economic effects on these 
countries of joining COMESA. Almost all the candidates answered the question either taking 
positives (negatives) as knowledge, application and analysis and negatives (positives) as 
evaluation; this was credited. Discussion of benefits of common markets and free trade 
areas were awarded due to the nature of the question.

Stronger candidates showed good depth and breadth to their analysis and evaluation 
points. Many were able to access Level 5 as they had sufficient development of points. They 
discussed trade creation, economies of scale and FDI in depth and supported their points 
using AD/AS analysis and in context to their arguments. A few candidates also explained the 
impact on the labour market as a result of joining the common market. Evaluation was often 
linked to trade diversion, and the impact on infant industries and current account deficit. 
Weaker candidates drew on these economic concepts to a lesser extent in their answers and 
although they had sufficient breadth to their answers, their arguments lacked the depth to 
receive higher levels.
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a)  The candidate shows understanding of fair trade schemes. The point in the first 
paragraph related to removing uncertainty by preventing fluctuating prices was in 
context of benefits to farmers and not the country and hence got Level 2 for this point. 
No credit for minimum price scheme/buffer stock scheme. Relative poverty point at the 
start of page two was taken together with the last paragraph on page two as further 
development and this point received a low-level 3. However, there is only one evaluative 
comment on offer when the candidate discusses about inefficiency of farmers but not in 
context of the countries. The response was therefore given a Level 3 score of 9 marks.

b)  This is a strong response which covers a good number of points and addresses the 
key aspects of the question. The candidate shows in depth development of points 
on comparative advantage, more trade creation, wider markets and FDI; with one 
supported with an accurate diagram, giving it the higher level for analysis. There were 
only two evaluation points which were discussed in detail – trade diversion on page 1 
and degree of integration on page 2, but this did not have the breadth to achieve the 
top end of Level 5. This response was thus given Level 5 score of 21 marks.

Examiner Comments
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a)  This response was strong as the candidate showed good depth and breadth in their answer. On 
page 1, the answer shows the development of terms of trade in the context of countries but only 
develops higher revenue and profits point in terms of farmers. Page 2 offers a sufficient level of 
development of ethical practices and exports increasing for these countries. This therefore gave 
the analysis at mid-level 3. There were three well-developed evaluation points offered on page 2 
and in context. This allowed the response to access a Level 5 score of 14 marks. 

b)  The candidate presented positive and negative benefits of joining COMESA. The negative effects 
were taken as analysis and the positive as evaluation. The paragraph on trade creation lacked 
discussion of comparative advantage and increase in FDI were developed but did not have 
sufficient breadth to gain higher levels. The negative effects lacked depth and each gained Level 
2, apart from the inability of domestic firms to compete against MNCs, which was seen as a 
Level 3 point – giving the analysis a mid-level 3. Therefore, this response was given a Level 4 
score of 18 marks.

Examiner Comments
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a)  Although both the candidates were able to show an understanding of fair trade schemes, a 
majority misinterpreted this as free trade and received very little or no credit. Candidates need 
to read the question very carefully and answer questions in context of the countries and not 
farmers to achieve higher levels.

b)  Candidates need to ensure there is a good balance on positive and negative economic effects if 
they follow this approach for analysis and evaluation. Often arguments are heavily one sided. To 
access higher levels, there needs to be sufficient breadth and depth to the answers. Ensure that 
there is consistent application to the countries throughout the answer.

Examiner Tip
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Question 3

For (a), candidates have been able to explain the various reasons for an increase in public 
expenditure, showing breadth to their analysis. Some have also demonstrated good depth. 
Stronger candidates have explained points as recession, ageing population, paying of debt 
interest and a rise in spending on healthcare and education. Most of them discussed these 
in the context of Japan. They were able to provide logical chains of reasoning and this gave 
candidates a high score putting them in Level 3 for analysis. 

Weaker candidates were also able to identify reasons but they were not as developed and 
focussed on one area of discretionary policy. For example the answers focussed on spending 
on healthcare, training and education as three separate points. This was credited but at top 
Level 2, as this did not demonstrate good breadth to the answers. 

However, many candidates have often evaluated the general effects of an increase in the 
public expenditure rather than reasons for it. Although the examiners accepted one point 
on this, candidates were not able to access Level 5. A few candidates made evaluative 
comments in context and were able to relate it to the increase in public expenditure or 
prioritise different reasons. Some discussed the significance of these reasons and showed a 
good level of depth allowing them to gain access to higher levels. 

For (b), many candidates found it easy to access higher levels. They have presented a sound 
understanding of the economic effects of the reduction in the level of public expenditure. 
Almost all the candidates answered the question either taking the positives (negatives) 
as knowledge, application and analysis and negatives (positives) as evaluation; this was 
credited.

Stronger candidates produced some good answers to this question, and in particular were 
able to apply their answers to a country of their choice in a beneficial way. It was obvious 
that when candidates chose to discuss their countries, they were able to include more detail, 
and integrate their analysis and application to a greater extent. Candidates were capped at 
Level 4 if they did not refer to a country in their response. 

The differences between strong and weak candidates were two-fold. First, weaker 
candidates tended to give very descriptive answers, struggling to include much economic 
knowledge or theory in their analysis. This meant that the responses lacked depth, limiting 
them to Level 3 marks. Second, weaker candidates struggled to evaluate factors that they 
had identified. 

Responses that received higher levels had strong analysis and evaluation points. They were 
able to explain the effects using AD/AS analysis and in context to their arguments. They 
explained good development of points relating to crowding out, productivity and inflation. 
Weaker candidates drew on these economic concepts to a far lesser extent in their answers.
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a)  This candidate gives a range of reasons for public expenditure increasing, from recession 
to welfare payments on page 1, to redistribution of income and an aging population on 
page 2. These are well developed and get access to Level 2. There is only one argument on 
infrastructural development which was in depth and thus analysis was awarded a low level 3. 
However, there is only one evaluative comment on offer when the candidate discusses a reason 
against high government spending. This response was therefore given a Level 4 score of  
10 marks.

b)  Although the answer starts incorrectly discussing taxes, it improves as it goes along. This 
candidate discusses falling AD through multiplier and impact of inequality in some detail and 
gets a Level 2. Arguments on reduction of quality of services (education and infrastructure has 
been taken as one) and impact on infant industries was very well developed. This gave the 
analysis an overall top Level 3. There are only two Level 1 evaluative comments, which gets 
them access to one further mark. This response was thereby given a Level 4 score of 16 marks.

Examiner Comments
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a)  This response was strong as the candidate showed good depth and breadth in their answer. 
There is a good understanding of the type of public expenditure in paragraph 1. The answer 
contains an in depth analysis of the reasons on recession, nationalisation and the aging 
population. However, the candidate does not refer to what subsidies were spent on and that 
received Level 2. A couple of well-developed evaluation points offered on page 4 allowed this 
response to access a Level 5 score of 14 marks. 

b)  This is another good answer which covers a selection of points and addresses both positive 
and negative effects. The negative effects were taken as analysis and the positive effects as 
evaluation. The candidate shows an in depth development of points for both but has not shown 
a sufficient amount of breadth in evaluation to access full marks for this question. This response 
was thus given Level 5 score of 22 marks.

Examiner Comments

a)  The majority of candidates were able to explain reasons for an increase in public expenditure 
but struggled to evaluate this. The focus should be on a range of reasons and not just on 
one area of discretionary policy. Remember to evaluate the reasons of an increase in public 
expenditure and not the effects of the reasons made to access the highest level.

b)  It is beneficial to support points using diagrammatic analysis as it helps add depth to 
arguments. Candidates need to ensure there is good balance on the positive and negative 
economic effects if they follow this approach for analysis and evaluation. Often arguments 
in this question focussed on the negative effects with less emphasis to the positive ones. To 
access higher levels, there has to be sufficient breadth and depth to the answers, and consistent 
application to the countries throughout the response.

Examiner Tip
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Question 4 (a)

This question was largely well answered and candidates were able to show a good 
understanding of the definition of fiscal (budget) deficit. Stronger candidates defined it 
as “when the government expenditure exceeds tax revenue” and made use of data in a 
meaningful way (two points stated as % of GDP). Weaker candidates failed to mention tax 
revenue and did not accurately use the data, for example fiscal deficit at a high of – 2.30/-
2.30% in 2014 without quoting it as a percentage (%) of GDP. 

Examiners were looking for two separate pieces of data reference. Some candidates often 
only gave one data reference and this was a key reason why candidates did not secure  
full marks.

This response earned 2/4 marks.

The candidate starts the answer with an incorrect definition and hence, was awarded 
no marks for knowledge. In the next paragraph the candidate provides three different 
accurate data reference points and hence, gets full 2 marks for application. 

Examiner Comments
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This response earned 4/4 marks.

The first paragraph shows sound knowledge of the meaning of the term fiscal 
deficit and was awarded 2 marks. The second paragraph includes two relevant data 
references from Figure 1 and hence was awarded 2 application marks. 

Examiner Comments

In the 4 mark data response question, there are always 2 marks available for 
knowledge (AO1) and 2 marks available for application (AO2). Do not forget to include 
at least two elements of application to the data provided in your response so that you 
can earn these latter marks. Omitting this is the most common reason for candidates 
not scoring full marks on 4 mark questions.

Examiner Tip
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Question 4 (b)

This question was not very well answered by the majority of candidates, and the mean 
score was low. Although candidates were able to use the extract to identify and explain 
the economic effects of a ban, they were not able to consistently develop their answers 
to earn them a Level 3 mark for their knowledge, application and analysis. The majority 
of the candidates used the negative effects as their analysis and positive effects as their 
evaluation, and this was credited. For a 12 mark question, 8 marks are available for 
knowledge, application and analysis and 4 marks for evaluation.

Level 1 would be the identification of an effect, for example it reduces exports and therefore 
there is less economic growth. Level 2 would be identification of an effect and use of data 
OR a development of a point, for example it reduces exports and therefore there is less 
economic growth as seen from "Economic growth in Indonesia has fallen to the lowest level 
for almost five years" OR it reduces exports and therefore there is less economic growth 
which was explained using an AD/AS diagram. Level 3 would be identification of an effect, 
use of data AND development of the point, for example it reduces exports and therefore 
there is less economic growth as seen from "Economic growth in Indonesia has fallen to 
the lowest level for almost five years" and explaining it using an AD/AS accurately labelled 
diagram. This was done by the stronger candidates.

Weaker candidate’s answers often lacked depth and breadth. They used sentences from the 
extract as their development points and this was only credited at Level 2 if mentioned along 
with the identification of an effect.

Evaluation was lacking. Often candidates listed basic evaluation points without development 
and this gave them access to Level 1 only. Only a few candidates made use of the extract 
provided, explaining how the ban would help promote the development of processing 
industries and ensure mining companies “add value” – thereby giving them access to Level 
2. Typically, examiners are looking for three well developed analysis points and two well 
developed evaluation points in 12 mark questions.



56 IAL Economics 4 WEC04 01



IAL Economics 4 WEC04 01 57

This response received a Level 2 mark for KAA (5 marks) and a Level 2 score for evaluation 
(3 marks), making a total of 8/12. 

The candidate develops two points in the answer. The first point on how the ban results 
in unemployment leading to redundancy costs and wasted resources and the second on 
the loss of tax revenue of US$6.5 billion leading to lower expenditure and therefore the 
development in the future. This gives it a score of mid-level 2 KAA. In evaluation, the 
candidate gives two points of which only one – page two on development on the processing 
industries – is well-developed, earning only a low-level 2 for evaluation.

Examiner Comments
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This response received a Level 3 mark for KAA 
(8 marks) and a Level 2 score for evaluation 
(4 marks), making a total of 12/12. 

The candidate has made three well developed 
points on current account, unemployment and 
loss of government revenue. All these points 
were well integrated with the application from 
the extract and the candidate also offered it in 
context using an AD/AS diagram hence getting 
Level 3 for all 8 marks.

The candidate also offers two well-developed 
evaluation points on the second paragraph of 
page 1 and the last paragraph on page 3; this 
gave it Level 2 of all 4 marks.

Examiner Comments

Note that in a 12 mark questions, there are 
8 marks available for KAA and only 4 for 
evaluation. This balance should be reflected in 
the candidates’ responses, with around two-
thirds of the response focusing on KAA and 
one-third on evaluation. To achieve a full Level 
3 for analysis, candidates must identify points, 
integrate them with the application available 
from extracts consistently and develop them 
further through a logical chain of reasoning or 
using an accurately labelled diagram.

Examiner Tip
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Question 4 (c)

This question was fairly well answered, given that a good proportion of the marks could be 
earned by simply identifying two relevant pieces of evidence from the data and supporting 
this with explicit reference to the data from Figure 2. Please be mindful that the questions 
do not always explicitly ask for reference to data; candidates must be able to identify what 
needs to be picked up from the relevant figures provided. 

Most candidates were able to identify two valid pieces of evidence, the most common being 
higher interest rates and lower commodity prices. Although they could provide some further 
analysis they often did not relate it back to economic growth. Stronger candidates were 
able to identify and develop their reasons and gained all 3 marks for each point by linking 
it to an AD/AS analysis. Although some supported their answers with accurately labelled 
diagram(s), they still struggled to pick up application marks available from Figure 2 which 
shows Indonesian annual real GDP growth rate. 

Candidates do not seem to appreciate that they do not need to evaluate their responses to 
'analyse' questions.
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This response earned 6/8 marks.

In the first paragraph, the candidate offers an accurate data reference from Figure 2 to get 2 
marks for application. The second paragraph gives the first reason as a rise in interest rates and 
offers some explanation. The third paragraph gives the second reason as low commodity prices 
and offers some explanation. Both these points get 2/3 each as they did not link it to an AD/AS 
analysis to get all 3 marks for each point. 

Examiner Comments
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This response earned 8/8 marks.

In the first paragraph, the candidate offers an accurate data reference from Figure 2 to get  
2 marks for application. The second and third paragraph gives reasons for falling economic  
growth and develops their points to link it to an AD/AS analysis – hence the candidate attained all 
3 marks for each point. 

Examiner Comments

In the 8 mark data response question, there are always 2 marks available for application. For 
questions relating to economic growth, it is important that the candidates are able to link it to 
AD/AS analysis to get full marks for each reason that they discuss. The question does not need 
evaluating; spend time in developing your analytical arguments.

Examiner Tip
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Question 4 (d)

This question was answered reasonably well in terms of analysis, with candidates showing 
some understanding of the case for the removal of the subsidy. Many candidates discussed 
the case for increase spending on infrastructure and education, lowering budget deficit 
and lower negative externalities. Many did not access Level 3 as they often were unable to 
develop their arguments. For a 16 mark question, 8 marks were available for knowledge, 
application and analysis and 8 marks for evaluation.

Stronger candidates discussed the case for the removal of the subsidy on infrastructure and 
education as two separate points developing them well using an AD/AS diagram. Weaker 
candidates tend to list reasons without development and this gets them access to Level 1. 
Some did not read the question carefully and answered the question as the case for subsidy 
and hence were able to access Level 1. Some discussed how the money saved could be used 
for healthcare/population issues faced by Indonesia and this was not credited, as it was 
not in the context of the information provided. Analysis levels for a 16 mark question are 
awarded in the same way as a 12 mark question (see above).

Evaluation was fairly weak and many candidates often offered one or two less developed 
points, showing lack of breadth. A few evaluated the case against the removal of subsidy. 
Although points were identified and some developed, at most times they did not evaluate 
the case for removing the subsidy but evaluated the effect caused by the removal of the 
subsidy. 

To access higher levels, candidates need to show good depth and breadth in answers. 
Typically, examiners are looking for three well developed analysis points and three well 
developed evaluation points in 16 mark questions.
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This response received a Level 2 mark for KAA (6 marks) and a Level 2 score for evaluation  
(4 marks), making a total of 10/16. 

The candidate shows understanding of the term subsidy. The answer starts with the case against 
subsidy where there is a well written discussion on inflationary pressures rising as fuel prices 
would rise. The candidate has only made one good evaluative comment and thereby gets  
Level 2 – 4/8 marks for evaluation.

The candidate then discusses the case for subsidy by developing two points. Improvement in 
balance of trade was well developed at Level 2 but the point discussing spending on other areas 
was very well developed and it was worthy of Level 3. However, there was a lack of breadth to the 
answer and hence the candidate could only access the top of Level 2 – 6/8 marks for KAA.

Examiner Comments
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This response received a Level 3 mark for KAA (8 marks) and a Level 2 score for evaluation  
(4 marks), making a total of 12/16. 

The candidate shows an understanding of the term subsidy. The second paragraph explains how 
this lower opportunity cost ‘would help improve infrastructure and education’. The candidate has 
integrated their point with the application from the extract and adds further development on 
infrastructure by discussing lower production costs and increasing FDI. This was given a Level 3. 
Discussion on education in the next paragraph was only seen as a Level 2 point. 

There was no credit on discussion on healthcare as this is not in context. Candidates must use 
the information given to them in the extract. The following paragraphs on firms becoming more 
efficient and reduction of current account deficit were also very well-developed and awarded Level 
3 each. The candidate achieved three Level 3 points and one Level 2 point and this gave it 8/8 for 
analysis. 

The candidate, however, offers only one well-developed evaluation point at the end of page 2.  
The other evaluative comment on the increase in fuel prices making it unaffordable for low income 
earners was not sufficiently developed and was only awarded Level 1. This gave the candidate 
Level 2 of 4/8 marks for evaluation.

Examiner Comments

Note that in 16 mark questions, there are 8 marks available for KAA and only 8 for evaluation. 
This balance should be reflected in the candidates’ responses, with around half of the response 
focusing on KAA and half on evaluation. To achieve Level 3 for evaluation, candidates must show 
good depth and breadth to their answers. In these questions, the balance was seen as two-thirds 
for KAA and one-third for evaluation.

Examiner Tip
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Question 5 (a)

This question was fairly well answered and candidates were able to show a good 
understanding of the meaning of appreciation of a currency. Stronger candidates defined it 
as “an increase in the value of one currency in terms of another currency” and were able to 
access 2 application marks by referencing both Extract 1 and Figure 2. Weaker candidates 
only obtained one application mark for one data reference and failed to mention the price of 
once currency in terms of another. 

Examiners were looking for two separate pieces of data reference. Some candidates often 
only gave one data reference and this was a key reason why candidates did not secure  
full marks.

This response earned 2/4 marks.

This candidate starts the answer with the correct definition and hence, was 
awarded 2 marks for knowledge. In the next paragraph the candidate provides 
inaccurate data reference points and hence, gets no marks for application. 

Examiner Comments
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This response earned 4/4 marks.

The answer shows good knowledge of the meaning of an appreciation of a currency and 
was awarded 2 marks. The candidate includes two relevant data reference points, one 
from Extract 1 and one from Figure 2, and was therefore awarded 2 application marks.

Examiner Comments

In the 4 mark data response question, there are always 2 marks available for knowledge 
(AO1) and 2 marks available for application (AO2). Do not forget to include at least two 
elements of application to the data provided in your response so that you can earn these 
latter marks. Omitting this is the most common reason for candidates not scoring full 
marks on 4 mark questions.

Examiner Tip
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Question 5 (b)

This question was reasonably well answered by the majority of candidates, better than in 
the previous series. Candidates were able to use the extract to identify and explain the 
effects of a strong euro on Eurozone economies, but were not able to consistently develop 
their answers to earn them a Level 3 mark for their knowledge, application and analysis. 
A handful of candidates used negative effects as their analysis and positive effects as 
their evaluation, and this was credited. For a 12 mark question, 8 marks are available for 
knowledge, application and analysis and 4 marks for evaluation.

Level 1 would be identification of an effect, for example exports fall leading to less economic 
growth. Level 2 would be identification of an effect and use of data OR development of the 
point, for example exports fall leading to less economic growth as seen from "Eurozone real 
GDP increased by 0.2% in the first quarter of 2014" OR exports fall leading to less economic 
growth which was explained using an AD/AS diagram. Level 3 would be the identification 
of an effect, use of data AND development of the point, for example exports fall leading to 
less economic growth as seen from the "Eurozone real GDP increased by 0.2% in the first 
quarter of 2014" and explaining it using an accurately labelled AD/AS diagram. This was 
done by stronger candidates for other points discussed on inflation and employment.

Weaker candidates' answers often lacked depth and breadth. They often did not develop 
their points and did not discuss the effect on the value of exports and value of imports in 
relative terms. For example candidates often mentioned imports were cheaper and exports 
more expensive, leading to a current account deficit – low Level 2.

Evaluation was fairly well written. Many candidates made use of the extract provided, 
explaining how the impact of the strong euro against the dollar could be offset by the euro 
actually being weakened 3% against the UK pound sterling, where the United Kingdom 
is Eurozone’s largest trading partner – thereby giving candidates’ access to Level 2. All 
struggled to add another evaluation point, which could have also been used from the next 
line of the extract. Typically, examiners are looking for 3 well developed analysis points and 
2 well developed evaluation points in 12 mark questions.
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This response received a Level 2 mark for KAA (5 marks) and a Level 2 score for evaluation  
(4 marks), making a total of 9/12. 

The candidate develops two points in the answer. The first point on how the strong euro has an 
impact on exports in the first few sentences on page 1 and its impact on imports on page 2. The 
candidate identified deflationary pressure but did not develop it to get Level 2 for this point. This 
gives it a score of mid-level 2 KAA. 

In evaluation, the candidate gives two well-developed points on page 1 – one on the sharp 
changes/magnitude in currency and the other on how the effect is not as significant as the euro 
has weakened by 3% against the UK pound – earning it a top Level 2 for evaluation of 4 marks.

Examiner Comments
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This response received a Level 3 mark for KAA (7 marks) and a Level 2 score for evaluation  
(4 marks), making a total of 11/12. 

The candidate shows good understanding of the appreciation of currency with application and gets 
Level 1. The candidate has made three developed points on exports (second paragraph on page 1), 
trade deficit worsening (first paragraph on page 2) and low inflationary pressures (last paragraph 
of page 2). The candidate also extended one developed argument, on inflation, using an AD/AS 
diagram. Hence it was able to achieve a low-level 3 of 7 marks.

The candidate has also offered three developed evaluation points: the euro depreciating against 
the sterling (last paragraph of page 1), significant exports to China and Japan (second paragraph 
on page 2) and inflation may not fall as interest rates are low (last paragraph on page 3). This 
received Level 2 of the full 4 marks as the candidate was able to integrate application to their 
knowledge accurately.

Examiner Comments

Note that in 12 mark questions, there are 8 marks available for KAA and only 4 for evaluation.  
This balance should be reflected in the candidates’ responses, with around two-thirds of the 
response focusing on KAA and one-third on evaluation. To achieve full Level 3 for analysis, 
candidates must identify points, integrate them with the application available from extracts 
consistently and develop them further through a logical chain of reasoning or using an accurately 
labelled diagram.

Examiner Tip
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Question 5 (c)

This question was well answered with candidates showing a good understanding of the 
impact of a cut in interest rates and supporting this with explicit reference to the data from 
Extract 2. 

Most candidates were able to explain two transmission mechanisms, the most common 
being the impact on consumption, investment and exchange rate/net exports. Although they 
could provide some analysis they often did not relate it to a macroeconomic objective. The 
stronger candidates were able to identify, develop their reasons and obtained all 3 marks for 
each point by relating to a macroeconomic objective, usually supported with an accurately 
labelled AD/AS diagram. Some candidates supported their points with an accurately labelled 
diagram(s), but were unable to explain the transmission mechanism clearly and use the 
data effectively. 

Candidates need to be aware that they do not need to evaluate their responses to  
'analyse' questions.
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This response earned 5/8 marks.

The second paragraph gives the first effect of a fall in interest rates and offers a transmission 
mechanism linking it to AD and the macroeconomic objective of economic growth; it gets 3 marks 
for this point. The candidate explains the impact on inflation but without the development of the 
transmission mechanism; it gets 2 marks for this point. In this answer, the candidate does not offer 
data reference and does not get the 2 marks for application. No marks are offered for evaluation in 
this question.

Examiner Comments
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This response earned 8/8 marks.

In the first paragraph, the candidate offers an accurate data reference from Extract 2 to get 2 
marks for application. The answer offers two very well-developed points on the effects of the 
reduction in interest rate on investment and consumption whilst linking it to an AD/AS analysis and 
macroeconomic objective of growth. Hence, the candidate attained all 3 marks for each point.

Examiner Comments

In the 8 mark data response question, there are always 2 marks available for application.  
For a questions relating to interest rates, it is important the candidates are able to explain the 
transmission mechanism and link it to a macroeconomic objective to get full marks for each  
reason they discuss. This question does not need evaluating; spend time in developing your 
analytical arguments.

Examiner Tip
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Question 5 (d)

This question was not answered particularly well overall, with candidates only able to 
show some understanding of the case for quantitative easing by the ECB. Many candidates 
discussed the case for using this “new weapon in the battle against deflation and economic 
stagnation”. Many did not access Level 3 as they often were unable to develop their 
arguments. For a 16 mark question, 8 marks were available for knowledge, application and 
analysis and 8 marks for evaluation.

Stronger candidates discussed the case for quantitative easing on tackling deflation and 
economic stagnation as two separate points and developing them well using an AD/AS 
diagram. Some also considered the impact on exchange rates and the ineffectiveness of 
interest rate as a tool. Weaker candidates listed reasons without development and this gets 
them access to Level 1. Some have been able to identify relevant points but struggled to 
add depth to their arguments. Analysis levels for 16 mark question are awarded in the same 
way as a 12 mark question (see above).

Evaluation was fairly weak and many candidates often offered one or two less developed 
points, showing lack of breadth. A few evaluated the case against the ECB using quantitative 
easing, discussing inflationary pressures and ineffectiveness/uncertainty. Only a few have 
identified that the ECB will have no control over cost push inflation/deflation. 

To access higher levels, candidates need to show good depth and breadth in answers. 
Typically, examiners are looking for 3 well developed analysis points and 3 well developed 
evaluation points in 16 mark questions.
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This response received a Level 2 mark for KAA (5 marks) and no score for evaluation, making  
a total of 5/16. 

The answer starts by discussing the ineffectiveness of interest rates as instrument to stimulate 
growth but does not link it to the introduction of quantitative easing, giving access to Level 2. 
The following paragraph on liquidity trap, which a few candidates have discussed, is not of any 
relevance as it is not answering the question and was not awarded. However the last paragraph 
on page 2 explains the case for using quantitative easing as a potential measure to battle against 
deflation and stagnation, also giving it Level 2. This gave the candidate access to Level 2 – 5/8 
marks for KAA.

The candidate has not made a single evaluative comment and hence gets 0/8 marks for 
evaluation.

Examiner Comments
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This response received a Level 3 mark for KAA (8 marks) and a Level 2 score for evaluation  
(6 marks), making a total of 14/16. 

The candidate shows a sound understanding of what quantitative easing is. Analysis starts by 
presenting two in depth discussions on how quantitative easing could help prevent deflation and 
increase economic growth using AD/AS analysis and well integrated application, making both 
these Level 3 points. The next two paragraphs were not directly linked to context and thus were 
only awarded with Level 1. The candidate showed sufficient breadth to their analysis, of which two 
arguments were well developed in context, allowing them to access full Level 3 marks of 8/8 for 
KAA. 

The candidate also offers three well-developed evaluation points on banks being risk averse, lack 
of consumer confidence and time lags at the end of page 3 and on page 4. This gave the candidate 
Level at the top of Level 2 of 6/8 marks for evaluation.

Examiner Comments

Note that in 16 mark questions, there are 8 marks available for KAA and only 8 for evaluation. 
This balance should be reflected in the candidates’ responses, with around half of the response 
focusing on KAA and half on evaluation. To achieve Level 3 for evaluation, candidates must show 
good depth and breadth to their answers. In this question, the balance was yet again seen as two-
thirds for KAA and one-thirds for evaluation.

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

• Candidates must read the questions carefully. In a number of different questions on this 
paper, especially the essays and 12/16 mark questions; misreading or misinterpreting 
the question was the reason for low scores. Candidates should pay particular attention 
to the key terms in questions to help them make correct responses.

• Application is a key assessment objective, and a skill that candidates should aim to 
show throughout their responses, even when a question does not explicitly ask for it. 
Typically in response to essay questions in Section A, reference to particular countries 
and examples would help to improve the quality of responses and allow candidates to 
add depth and breadth to their points.

• In response to the 4 mark questions in Section B, candidates must be aware of the 
difference between a definition (knowledge) and an example (application). They have 
to make two separate data references and read/quote figures accurately to access full 
application marks.

• Whilst it is very positive that candidates are reading the data provided in Section 
B carefully and attempting to use it in their responses, they should be discouraged 
from copying out large volumes of the data, or writing answers which mostly contain 
quotations from various extracts. Where an extract contains large amount of relevant 
content, candidates may need to be selective when deciding which parts to incorporate 
into their responses. In the higher mark questions, the data should be used more to 
support a candidate's own knowledge, analysis and evaluation, not in place of it. Data is 
likely to be useful to give evidence for a point already made, or to give examples of it. 
Where points are taken from data, candidates must provide their own economic analysis 
of them.

• In the 16 mark questions in Section B, candidates should remember that half of 
available 16 marks are awarded for evaluation. Currently many candidates are not 
placing enough weight upon this assessment objective in their responses. Additionally, to 
receive higher marks for evaluation, the key is the extent to which points are developed 
– the chains of economic reasoning which are built – rather than number of points which 
are identified.

• To access the highest level, the candidates must show sufficient depth and breadth to 
their analysis and evaluation points. These points must be consistently written in context 
of the question. Material also needs to be presented in a relevant and logical way.
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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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