
 

Exam iners’ Report /  

Principal Exam iner Feedback 

 

Sum m er 2013 

 

 

 
I nternat ional GCSE Econom ics (4EC0)   
 
 

 
 
 

 

 

 

 

 

 
 

 

 

 

 

 
 

 

 
 

 

 

 

 



 
Ed ex cel  an d  BTEC Qu al i f i ca t ion s 

 

Edexcel and BTEC qualificat ions com e from  Pearson, the UK’s largest  awarding body. 

We provide a wide range of qualificat ions including academ ic, vocat ional, occupat ional 

and specific program m es for em ployers. For further inform at ion visit  our qualificat ions 

websites at  www.edexcel.com  or www.btec.co.uk. Alternat ively, you can get  in touch 

with us using the details on our contact  us page at  www.edexcel.com / contactus. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Pear son :  h e lp in g  p eop le p r og r ess, ev er y w h er e 

 

Pearson aspires to be the world’s leading learning com pany. Our aim  is to help 

everyone progress in their  lives through educat ion. We believe in every kind of 

learning, for all k inds of people, wherever they are in the world. We’ve been involved 

in educat ion for over 150 years, and by working across 70 count r ies, in 100 

languages, we have built  an internat ional reputat ion for our com m itm ent  to high 

standards and raising achievem ent  through innovat ion in educat ion. Find out  m ore 

about  how we can help you and your students at :  www.pearson.com / uk 

 

 

 

 

 

 

Sum m er 2013 

Publicat ions Code UG035757 

All the m ater ial in this publicat ion is copyright  

©  Pearson Educat ion Ltd 2013 

 

 



 

        I n t er n at ion a l  GCSE Econ om ics ( 4 EC0 )  Ju n e 2 0 1 3  
 

Gen er a l  com m en t s 

 

I n this report  I  am  going to at tem pt  to concent rate on those areas of the 

specificat ion and their  associated quest ions which, in this sum m er's paper, 

have given cause for concern. Part icular areas of the specificat ion which 

appeared to cause the m ost  serious problem s for students included:  

 

• the im portance of pr ice elast icity of dem and in the pricing decisions 

of firm s, 

• regional policy, 

• the relat ionship between inflat ion and pr ices, 

• the relat ionship between interest  rates and inflat ion, 

• the relat ionship between inflat ion and balance of paym ents, 

• exchange rates. 

 

Sp eci f i c com m en t s  

 

  

Qu est ion  1  

 

(a) ( i) ( ii) ( iii) ( iv)   Dem and and supply is a topic fundam ental to Econom ics. 

Quest ions which refer to shifts in the dem and and supply curves should 

have posed few problem s but  there were st ill som e who thought  that  crude 

oil was obtained from  agricultural sources e.g. palm  oil.  Dem and factors 

were m ore easily ident ified than supply factors, the m ost  popular responses 

referred to increased incom es and populat ion and increased use of cars.   

 

(bi) ( ii) ( iii)  I nfrast ructure and opportunity cost  are econom ic term s which 

were fam iliar to the m ajority of students. Apart  from  som e confusion 

between subsidies and subst itutes students could usually define a subsidy:  

"an am ount  of m oney given by a governm ent  to a firm  to reduce the costs 

of product ion". 

 

( ci) ( cii) (ciii)  Students showed a good understanding of pr ice elast icity of 

dem and, it s definit ion and the factors determ ining it .  However they had 

m ore difficulty applying their  knowledge to its role in the price m aking 

decisions of firm s. I n the specificat ion at tent ion is drawn to the link between 

pr ice elast icity of dem and and total revenue. Som e teachers are 

disadvantaging their  students by choosing to ignore this relat ionship. A 

good response is given below. 

 

"Knowledge of pr ice elast icity of dem and for products helps firm  to generate 

higher total revenue.  I f firm s know that  their  products have elast ic 

dem and, they will reduce the price of their  products. The relat ive increase in 

quant it y dem anded is greater than the fall of the pr ice. The total revenue 

will increase. On the other hand, if a firm 's products have inelast ic dem and, 

they should increase the price because a r ise in pr ice is greater than a 

decrease in quant ity dem anded. So their  total revenues will r ise. 



 

However, pr ice decisions m ade by firm s can also be influenced by other 

factors. For exam ple in a pr ice war, firm s m ay decrease their  pr ices to 

at t ract  m ore consum ers and gain m arket  share ir respect ive of the elast icity 

of dem and. Changing costs m ay lead to pr ice changes so that  firm s 

m aintain profit  levels.  This shows that  pr ice elast icity of dem and is 

im portant  but  is just  one of m any factors a firm  will look at  when set t ing its 

pr ice."  

 

(di) (dii)  No problem  with defining a m ixed econom y. Unfortunately, even 

after years of em phasising in this report  that  teachers should use exam ples 

from  their  own econom y, few students could give lit t le m ore than a basic 

account  of the character ist ics of public and private sectors.  

 

"Spain is a m ixed econom y.  I n recent  years there has been a m ove 

towards a free m arket  econom y as m any state owned firm s have been 

privat ised e.g. I beria Air lines. Privat isat ion increases com pet it ion and 

efficiency and raises revenue for the governm ent . There are st ill som e state 

owned firm s e.g. RENFE ( railway network)  and Correos (postal service) .  

Their pr im ary aim  is not  to m ake a profit ,  unlike the pr ivate sector firm s, 

but  to provide a public service.  

Private sector firm s include m any foreign m ult inat ionals e.g. the fast  food 

chain McDonalds and also dom est ic firm s e.g. the large bank, Santander. 

These exist  to m ake a profit  for their  shareholders. 

Som e parts of the econom y are owned and run by both pr ivate and public 

sector firm s e.g. schools and hospitals.  

As the econom y of Spain declines so the governm ent  will sell off m ore and 

m ore state owned firm s and the econom y will becom e m ore a free m arket  

econom y but  it  will st ill be known as a m ixed econom y as the state will st ill 

provide public and m erit  goods."  

 

Qu est ion  2  

 

(ai) (aii) (aiii) (aiv) (av)  St raight forward quest ions which created few problem s 

for students.  

 

(bi) (bii)  Monopoly is so well taught  that  students seem  to spend m ore t im e 

explaining why they m ay be considered a disadvantage for consum ers 

rather than an advantage. The m ore able students also referred to the 

m erits of natural m onopolies and governm ent  intervent ion. 

 

(ci) ( cii) (ciii) (civ)  A set  of quest ions designed to give the weaker students 

confidence in their  abilit y to com plete the paper. 

 

(di) (dii)  Explanat ions of governm ent  incent ives in the form  of loans and 

grants produced posit ive results. The m ost  popular other incent ives 

ident ified by students included educat ion and t raining of workers, im proved 

infrast ructure and tax holidays. 

 

 

 

 



 

(diii)  Despite the knowledge displayed in (di) (dii)  students could not  analyse 

why these governm ent  incent ives should be used in regional policy nor the 

disadvantages of regional policy. Their  lack of understanding is a cause for 

concern especially as so m any did not  even at tem pt  this quest ion. Regional 

policy does appear on the specificat ion:  

 

Sect ion B:  3 Public and pr ivate sectors:  Governm ent  regulat ion:  To 

influence locat ion of firm s:  solut ion to regional problem s of unem ploym ent , 

congest ion, incom e inequalit y. 

 

Students depend on teachers and textbooks to guide them . Current  iGCSE 

textbooks include regional policy. Teachers need to ensure that  they don't  

fail their  students by ignoring this topic. An excellent  response is given 

below. 

 

"Regional policy can overcom e problem s such as unem ploym ent  and/ or 

congest ion in certain parts of a count ry. Relocat ing firm s to areas where 

older indust r ies have closed will help solve the unem ploym ent  problem  in 

these areas. I t  m ight  also help in reducing incom e inequalit ies in the 

count ry. I f firm s are encouraged out  of congested areas this would leave 

those areas with cleaner, healthier environm ents for the people who live 

there.  

However regional policy, like giving loans and grants to firm s, has an 

opportunity cost .  I nstead of spending it  on educat ion and healthcare or 

infrast ructure for the whole count ry it  is spent  on just  one region. Another 

disadvantage is that  firm s m ay fail when governm ent  incent ives are 

withdrawn so the area m ay not  benefit  in the long term .  

Overall,  regional policy can lead to increased em ploym ent , decreased 

pollut ion, greater econom ic growth for the whole count ry not  j ust  part icular 

regions. The drawbacks depend on how m uch the policy costs the 

governm ent , how the m oney is raised and how successful it  is in solving the 

problem s of the region. Som et im es policies like giving advice, grant ing 

planning perm ission and reducing red tape are just  as effect ive and don't  

cost  a lot ."  

 

Qu est ion  3  

 

(ai) (aii)  Whilst  students could define inflat ion few could apply the data in 

Figure 3a to pr ices.  Too m any thought  that  between April 2011 and July 

2011 pr ices in I ndia fell.  Whilst  inflat ion was falling between these m onths it  

was st ill posit ive so prices were r ising but  at  a slower rate. 

(aiii)  I n order to score m arks students needed to know the difference 

between a borrower and a lender -  m any did not !   

"During inflat ion as pr ices r ise the value of m oney falls and so does it s 

purchasing power. This is a disadvantage for lenders as the m oney they 

receive back from  borrowers has less purchasing power than when it  was 

loaned to the borrowers. The lenders can buy fewer goods and services with 

the m oney when it  is returned. On the other hand borrowers have the use 

of the goods and services bought  at  a lower pr ice with the borrowed m oney 

and pay back less in real term s. So the borrowers gain and the lenders 

suffer.   



 

Lenders usually add interest  to loans. I f the lenders set  the rate of interest  

higher than the rate of inflat ion then the borrower won't  benefit .  The lender 

will be com pensated by the interest  paym ents on the loan and will be able 

to purchase the sam e am ount  or even m ore when the loan is repaid. I n this 

case borrowers will suffer. I f during inflat ion, borrowers' incom es don't  r ise 

then they m ay find it  difficult  to repay the loans.  I n this case both 

borrowers and lenders are losers."    

 

(bi) (bii)  Figure 3b showed the interest  rate in 2011. I t  changed 6 t im es not  

12!   

Figure 3b also showed a r ise in interest  rates throughout  2011 whilst  in 

Figure 3a inflat ion fell and then increased. Students required an 

understanding of the relat ionship between interest  rates and inflat ion. Too 

m any students sim ply listed the changes in interest  rates and inflat ion 

throughout  the year with no at tem pt  to show any understanding of the 

relat ionship between the two. 

 

" I n January -  March 2011 I ndia was exper iencing falling inflat ion 9.47%  to 

8.82% . The governm ent  probably thought  that  inflat ion was under cont rol 

and kept  interest  rates at  6.5% . However it  thought  it  necessary to increase 

interest  rates in March to 6.75% . This m ight  have been due to the fear of 

dem and pull inflat ion. A r ise in interest  rates m akes borrowing m ore 

expensive and should reduce dem and. From  March to Decem ber interest  

rates rose from  6.75%  to 8.5%  but  the im pact  on inflat ion was varied. I t  

peaked in Septem ber at  10.06%  but  fell to 9.2%  in Decem ber. The 

governm ent  m ight  have decided that  interest  rates alone could not  cont rol 

inflat ion or that  it  was due to increased costs (cost -push inflat ion)  rather 

than excess dem and in the econom y. Unfortunately, for  governm ents, 

changes in interest  rates m ay be subject  to t im e lags so the results are not  

seen im m ediately. The increases in interest  rates over 2011 from  6.5%  to 

8.5%  m ay be the reason why inflat ion fell from  10.06%  its highest  level in 

Septem ber to 9.20%  in Decem ber but  m ore data would be needed to 

confirm  this."  

 

( ci)  Reducing unem ploym ent  and protect ion of the environm ent  were the 

m issing econom ic object ives.  

 

(cii) (ciii) ( civ) (cv)  Students perform ed well on this set  of quest ions relat ing 

to the current  account  of the balance of paym ents.  

 

(cvi)  Too m any students were unprepared for this quest ion and had lit t le 

idea about  the relat ionship between inflat ion and the balance of paym ents. 

Unfortunately som e of those who did understand the relat ionship wasted 

precious t im e writ ing about  the effect  of inflat ion instead of falling inflat ion 

on the balance of paym ents.  

 

 

 

 

 

 

 



 

 

"Reducing inflat ion will m ake the pr ice of exports appear lower to buyers. 

The dem and for exports will increase. At  the sam e t im e im ports will appear 

m ore expensive than dom est ic goods and services so the dem and for 

im ports will fall.  Therefore reducing inflat ion could increase exports and 

reduce im ports, as a result  the balance of paym ents im proves. However, it  

is not  always the case. I f inflat ion is st ill higher than in other count r ies then 

exports m ay st ill be relat ively m ore expensive and im ports cheaper. I f 

im ports have no dom est ic subst itutes then they will st ill be bought  by 

dom est ic consum ers. I f the governm ent  wants to im prove the balance of 

paym ents then cont rolling and reducing inflat ion is im portant  but  the 

governm ent  m ay also need to use som e protect ionist  m easures e.g. tar iffs."  

 

 

Qu est ion  4  

 

(ai) (aii)  Few problem s were encountered. 

 

(aiii)  Teachers need to acknowledge that  students becom e easily confused 

with the term s appreciat ion and depreciat ion and m ust  address this problem  

in their  teaching of exchange rates. 

 

(aiv)  The topic of exchange rates has not  been taught  well in m any cent res. 

The basics need to be understood:  

 

 July 2011  1GBP could be exchanged for 71.9I NR 

 Decem ber 2011  1GBP could be exchanged for 82.8I NR 

 The GBP has appreciated, it  can buy m ore I NR.  The I NR has 

depreciated. 

 I ndian goods are now cheaper to people in Great  Britain (GB) . 

 More I ndian goods are dem anded by people in GB so I ndian 

m anufacturers sell m ore goods.     

This is an advantage for I ndian m anufacturers. 

 

Further developm ent  of this quest ion could have included reference to 

elast icity of dem and and it s effect  on revenue, the possible r ising cost  of 

im ported raw m aterials into I ndia due to the change in the exchange rates.  

Far too m any students thought , incorrect ly, that  when goods are exported 

to Great  Britain (GB)  the Brit ish im porters pay the I ndian m anufacturers in 

GBP which the I ndian m anufacturers then change into I NR and therefore 

gain because of a bet ter exchange rate. These students did not  understand 

that  the im porters of I ndian goods into GB would pay the I ndian 

m anufacturers, by bank t ransfer, in I NR.  

 

(bi) (bii)  Most  students understood the data in Table 4a and used it  to show 

that  despite internat ional debt  being lower in the Cent ral Afr ican Republic, it  

causes a greater problem  than in China. 

 

(biii)  Few incorrect  responses. 

 

(biv)  Som e excellent  responses to this quest ion which reflects good 

teaching by cent res. 



 

" I nternat ional borrowing can be used by the count ry to increase econom ic 

growth. This can be done by using the loans to im prove infrast ructure, 

develop a skilled labour force, im prove exist ing indust r ies and set  up new 

firm s. The standard of liv ing in the count ry will im prove as m ore people are 

em ployed and educat ion im proves. The governm ent  m ay also use the loan 

to im prove the health service to achieve a healthy and product ive 

workforce.  

The m ain disadvantage is that  the debt  has to be repaid usually with 

interest . I f the governm ent  hasn't  spent  the loan on increasing the count ry's 

product ive capacity but  has spent  it  on im port ing guns and tanks then it  

m ay find it  difficult  to repay the loans. I t  m ay be forced to borrow m ore to 

repay previous debts. The count ry would suffer as it  falls deeply into debt . 

Som et im es developed count r ies agree to cancel the debts to developing 

count r ies but  this is not  always the case so borrowing m ight  cause m ore 

problem s than benefits."  

 

(ci)  Usually students could only ident ify one characterist ic of a custom s 

union:  free t rade without  barr iers e.g.no tar iffs between m em bers. The 

other m ain character ist ic is the Com m on External Tar iff applied to non 

m em bers. The m ost  popular incorrect  responses stated that  m em bers of a 

custom s union had to:  

 

• pay huge am ounts of m oney to be a m em ber, 

• had to be near each other, 

• have NO t rade with count r ies outside the union, 

• have the sam e currency and free m ovem ent  of labour. 

 

(cii)  Students who concent rated on the advantages and disadvantages of 

free t rade were able to score up to 4 m arks. Those who could adapt  their  

responses for a custom s union could achieve m axim um  m arks.  

 

"Joining a custom  union m akes im ports cheaper to the count ry as barr iers 

like tar iffs and quotas are abolished. This leads to an increase in exports 

because count r ies in the union t rade m ore with each other. Firm s will have 

larger m arkets and so m ight  expand and this could lead to lower 

unem ploym ent . 

However, j oining a custom s union can result  in too m any im ports into the 

count ry, this could worsen the balance of paym ents. Moreover, dom est ic 

firm s will face higher com pet it ion from  other firm s in the union. They m ight  

not  be able to com pete and have to be closed down leading to 

unem ploym ent . This will worsen the balance of paym ents even m ore as 

there are now fewer exports.  

On balance, joining a custom s union has the m ain advantage of increasing 

t rade between m em bers but  this m ay be outweighed by the decline of 

dom est ic firm s if they are unable to adjust  to com pet it ion. The loss of 

m arkets outside of the custom s union should also be taken into 

considerat ion as count r ies outside the union have to face high custom s 

dut ies and other barr iers to t rade and m ay retaliate and im pose sim ilar 

barr iers to goods and services exported from  the union."  

 
 

 



 

 

Gr ad e Bou n d ar ies 

 

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

this link:  

ht tp: / / www.edexcel.com / iwant to/ Pages/ grade-boundaries.aspx 
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