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Question 1 (a)

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

the average income of a country, which is incorrect.

1 (a) Define the term ‘national income’,
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Examiner Comments

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

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

(c) Define the term ‘circular flow of income’,

ra

ﬁ ResultsP

Examiner Comments

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

goods and services.
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Question 2 (a)

2 The table below shows GDP per capita at purchasing power parities (PPPs) for a
selection of European countries in 2013,

GDP per capita
Country (USS, at PPPs, 2013,
rounded)
UK 38 500
Spain 33000
Italy 35 500

(Source: http://data.worldbank.org/indicator/NY.GDP.PCAP.PP.CD)

(a) Define the term ‘purchasing power parities.

Examiner Comments

% ResultsPlus

This accurate definition of purchasing power parities
achieves the full 2 marks.
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Question 2 (c)

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

(c) Diagram A shows the aggregate demand and aggregate supply for a country.
llustrate actual economic growth on Diagram A.
(1)

Diagram A
Price
level Aggregate supply
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Y' Y'Y  Realoutput

ﬁ ResultsP

Examiner Comments

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

A
Q ResultsPlus
Examiner Tip

Do remember to use a black pen throughout
your exam paper, including for diagrams.
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Question 3 (a)

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

(a) Define the term ‘claimant count’

(1)

S ResultsPlus

Examiner Comments

This correctly refers to 'job seekers allowance' and
so achieves 1/1.
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Question 3 (b)

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

3 The table below shows claimant count data for the UK.

Number of

Claimants
August 2014 961 149
September 2014 9;3 240
October 2014 887 771
November2014 | 84goss
December 2014 823 880
January 2015 | 852934
February 2015 858 344

(Source: http://www.nomisweb.co.uk/query/construct/submit.asp?forward=yes&menuopt=201&subcomp=)

(a) Define the term ‘claimant count’.

(1)
PeopV_ \wWne _aren’k. .
(b) Calculate the percentage change in the claimant count from August 2014 to
February 2015.
(2)
V’
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Examiner Comments

Some margin for rounding up/down is
This candidates has got the correct allowed on mark schemes but do try to be
answer of '-10.70%". as accurate as you can with calculations.
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Question 4 (b)

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

(b) Explain one likely reason for the reduction in the total UK trade deficit in

January 2015.
(3)

Q ResultsPlus

Examiner Tip

ﬁ ResultsPlus

Examiner Comments Quality not quantity is important. This

This answer has a clear reason and has answer may look fairIy brief but it identifies
explained it in a logical step-by-step manner. a reason and explains how/why it would lead
Therefore this answer achieves 3/3. to a reduction in the trade deficit.
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Question 5 (a)

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

5 In 2014 the Bank of England estimated the marginal propensity to consume of UK
consumers to be 0.5.

In 2014 the Chancellor of the Exchequer announced a £15 billion investment
programme into UK road infrastructure,

(Sources: http://www.bankofengland.co.uk/publications/Dacuments/quarterlybulletin/
2014/qb14q405.pdf and https://www.gov.uk/government/news/
autumn-statement-2014-16-things-you-should-know)

(a) Using the information above, calculate the total increase in national income,
resulting from the £15 billion investment.

Examiner Comments

This candidate has the correct answer of '£30bn' and so
achieves all 3 marks.
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- Question 6 (a)

6 (a) With reference to Figure 1, explain the term ‘real income’
(4)
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ﬁ Plus
Examiner Comments

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

Q ResultsPlus
Examiner Tip

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

GCE Economics S8ECO 02
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Question 6 (b)

This question demonstrates very clearly the importance of candidates carefully reading the

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

Note that this response is of a very low standard and a better sample
answer has not been provided for this question.

(b) Assess the likely impact of falling real incomes on UK consumers.
(10)
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% ResultsPlus

Examiner Comments

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

2@ ResultsPlus

Examiner Tip

When you're half-way through writing your answer,
it's always a good idea to go back to the beginning
and read the question again, to make sure you
haven't drifted off-topic.
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Question 6 (c)

(c) With reference to Extract A, explain the likely effect of a rise in the value of the

pound on aggregate demand. A0\ Aoz, e @
/ b !
(5)
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é:.q-n—"' ..........................................................................................................................................

ﬁ ResultsPlus

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

us

A
J@ ResuitsP

Examiner Tip

In questions about aggregate demand and
supply it is always good practice to draw a
diagram to back up your explanation.
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Question 6 (d)

(d) With reference to the data, explain two likely reasons for the UK'’s falling inflation rate.
(6)
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Examiner Comments

This answer includes two relevant reasons which are well applied
and analysed, and as such earns the maximum mark of 6/6.
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Question 6 (e)

(e) With reference to Extracts A and B and your own knowledge, discuss whether the
MPC should be concerned about the risk of deflation in the UK economy.
(15)

o opamel  omd awetep.
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_______________ Howvever, as theve is a  deflotion | and.

7

wExaminer Comments

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

GCE Economics S8ECO 02
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Question 6 (f)
Answer EITHER

(f) Evaluate whether the MPC has been successful in controlling the UK’s inflation
rate since 2011.

(20)
OR

(g) Evaluate demand-side policy responses to the Global Financial Crisis of 2008.
(20)

Indicate which question you are answering by marking a cross in the box . If you change your
mind, put a line through the box # and then indicate your new question with a cross [X.

Chosen question number:  Question 6 (f) [  Question 6 (g) £

Write your answer here:
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Examiner Comments

This is a more able response than the previous one. While it has
some of the same points about referring to figure 2 it takes this
a step further and discusses, for example, the current state of
the world economy and the multiplier effect. The evaluation in
particular in this question is more developed than in the first
answer. Overall therefore, this answer achieves a high level 3
for its KAA and a low level 3 for evaluation.
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Question 6 (g)

This was the more popular of the two essay questions. There tended to be less answers

to this question that didn't focus on answering it. However, what did hold back a lot of
candidates was that the question did not ask them to evaluate demand-side policies.

The question specifically refers to the Global Financial Crisis of 2008. To get top marks
candidates' answers needed to be in the appropriate context. For example a discussion

of using high interest rates to combat high inflation is clearly not in the context of the

UK economy over the last few years. As mentioned on section (f), it is important that
candidates remember that their answer should include a 'substantiated judgement' as part
of the criteria for level 3 evaluation.

Answer EITHER

(f) Evaluate whether the MPC has been successful in controlling the UK’s inflation
rate since 2011.

(20)
0 %U\L “-4'—'{4" Xve 4 ni'bx.:
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(9) Evaluate;:tfmand-sidep licy responses to the Global Finangial Crisis of 2008.
tan Nabal b} gefsut . i20}

Indicate which question you are answering by marking a cross in the box [X. If you change your
mind, put a line through the box #¢ and then indicate your new question with a cross X.

Chosen question number:  Question6(f) 1 Question 6 (g)

Write your answer here:
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Examiner Comments

This is a more able answer where the candidate has discussed
both expansionary fiscal and monetary policies. There is also
a lot of context to their points, where they have clearly tried
to relate what they are writing to the Global Financial Crisis of
2008. They have also included a number of good evaluative
points, including about the elasticity of the AS curve, for
example. Overall this answer achieved a high level 4 for KAA
and a high level 2 for evaluation.
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Examiner Tip

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