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Introduction

General Comment

The January 2011 exam paper appeared accessible to the vast majority of candidates, demonstrated
by many relevant and detailed answers. The paper also differentiated effectively between the quality
of responses. The mean score continued to rise as candidates become more familiar with the new
syllabus.

The mean score has increased since last year.

Section A: supported multiple choice questions

Most candidates find this method of testing highly accessible. The mean score for the supported
multiple choice questions has increased. The quality of responses varied enormously and a relatively
high proportion achieved high marks of 26 or more. The best answered questions were Q1 (positive
/ normative statements) and Q2 (opportunity cost and the production possibility frontier); the most
challenging questions were Q4 (price elasticity of demand) and Q7 (government intervention in
healthcare).

The key to success involves defining the main economic concept in the question (usually awarded
1 mark - but it can be up to 2 marks for two relevant concepts) and applying appropriate economic
theory and analysis (usually awarded up to 2 marks).

Annotation of the diagrams provided in any question is a good strategy, for example, Q2, and Q3. In
a similar vein, Q4 and Q7 also offered scope for candidates to introduce diagrammatic analysis as a
means of demonstrating their knowledge and application of the issues at hand.

Some candidates attempted to gain marks by eliminating incorrect options. Up to three marks are
available for successfully eliminating three incorrect options (providing that separate reasons are
offered). However, mixed success was achieved here. It requires candidates to explicitly state the
option key being rejected and then to offer an appropriate explanation. Several examples of how to
successfully eliminate incorrect options are provided in the report. A certain skill is required for this
and it is important to practise the technique.

Note, it is perfectly acceptable to use a combination of techniques for securing the three explanation
marks, for example, explaining the correct answer, diagrammatic analysis and eliminating one or more
incorrect answers.

Section B: data response questions

Question 9 (The Price of sugar) was more popular than Q10 (The National Minimum Wage) to a ratio of
2.5 to 1. However, the mean scores for each question were very similar.

The reduction in the number of sub-questions in each data response question from 6 to 5 enabled
most candidates to complete the paper in the time provided. The standardisation of evaluation marks
in the questions also provided a useful guide for candidates and teachers when preparing for the
exam.

Each data response question has a substantial weighting for evaluation marks (16 out of 48 marks).
Consequently, it is important that candidates make evaluative comments when instructed by the
question.
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The 'Quality of Written Communication' Questions offered plenty of scope for candidates to develop
their answers into a structured and coherent argument.

Question 1

This was a gentle introduction to the exam with candidates required to distinguish between positive
and normative economic statements, making some reference to the information provided. Almost two-
thirds of all candidates achieved full marks.

Section A: Answer all the questions in this section
You should spend 35 minutes on this section. Use the data to support your answers where
relevant. You may annotate and include diagrams in your answers.

1 Statement 1: Bonuses to financial sector workers in the City of London exceeded
£13 billion in 2009,

Statement 2: A 50% tax on bonuses above £25,000 is fair.

Which of the following best describes the two statements above?
(1)
A Statement 1 is normative and statement 2 is positive.

B Both statements are normative.
C Statement 1 is positive and statement 2 is normative.

D Both statements are positive,

Answer C

Explanation
(3)

A oAb Srakemumt 18 e Yk S vodwe -fvee ond

BT T T S —
Starement 2 invalves A valwe. Judapoent |, whednen s

ot BB P DN S O IO TRLRIV s

ENEEI N nE IS

This candidate achieved 4 out of 4 marks
Correct option C (1 mark)

Candidate explains the meaning of positive and normative statements (1+1 marks). Application to the
information provided - statement 2 is a value judgement due to word ‘fair’(1 mark).
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Examiner Tip

Be prepared to define key concepts in the question. Up to 2 marks may be
available for two definitions.

Section A: Answer all the questions in this section
You should spend 35 minutes on this section. Use the data to support your answers where
relevant. You may annotate and include diagrams in your answers.
1 Statement 1: Bonuses to financial sector workers In the City of London exceeded
£13 billion in 2009,
Statement 2: A 50% tax on bonuses above £25,000 is fair.

Which of the following best describes the two statements above?
(1)

A Statement 1 is normative and statement 2 is positive.
B Both statements are normative.
C Statement 1 is positive and statement 2 is normative,

D Both statements are positive.

Answer C

Explanation

Examiner Comments

This candidate achieved 3 out of 4 marks Examiner Tip

Correct option C (1 mark)

Outline of positive and normative statements (1+1
marks) but no application.

Make use of the information provided in
order to gain application mark(s).
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Question 2

This question covered familiar ground and almost half of all candidates achieved full marks. However,
a significant number of responses selected incorrect option C.

2 Outputof
capital goods

30

90

30

. 60 -
Uniks

0 75 100
-~ Output of consumer goods

The diagram shows a production possibility frontier for an economy operating at

point X. The opportunity cost of producing 75 units of consumer goods is: 1

A 25 units of consumer goods
B 30 units of capital goods
C 60 units of capital goods

D 75 units of consumer goods.

Answer 6
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Explanation (3)

.Predochon®. . passiblkhy. sranhers. . show  the. _maxiooum...
~orbioalion. . o ouhpdl. Go.  goocls. can . achiear, .
A okso. dmnsk‘cah:cwacrﬁ(\bj Ceosk.. which..(s.
Ahe  next. best. altecnchias.... EONe. .. ...

Qr\: s ‘-‘5 .
S O commsomer... goods.,.. C.%O..‘.:'.F.Q_a.r:?:.ff“&_f_ . gf:r:ols con...

m™Mimus

________ ovkpuk..copbal. deccenses. 4. 60... ;n;eo =.30..
. . it ced |
Lo 20 wnks 4Eay. C"F"ml gooel S (Total for Question 2 = 4 marks)

Plus

Examiner Comments

This candidate achieved 4 out of 4 marks.

Correct option B (1 mark).

The production possibility frontier and opportunity cost are defined (1+1 marks).
The data is used to explain why opportunity cost is 30 capital goods (90 - 60)
without simply repeating the correct key (1 mark).

Examiner Tip

Add value to your answer rather than just
repeat the statement in the question.
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2 Output of
capital goods

60 -

0 75 100
Output of consumer goods

CPPF)
The diagram shows a production possibility frontier for an economy operating at
point X. The opportunity cost of producing 75 units of consumer goods is:

(n
A 25 units of consumer goods
B 30 units of capital goods
€ 60 units of capital goods

D 75 units of consumer goods.

Answer B
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Explanation
(3)

W TL(;P/DF shocws . dhe.  disheibbian
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Examiner Comments

This candidate achieved 3 out of 4 marks.
Correct option B (1 mark).

Definition of opportunity cost (1 mark) and application to the
data provided to explain answer (90 - 60 = 30) (1 mark).

Examiner Tip

Identify key economic concepts and then define them since quite often,
1+1 marks are available.

An alternative approach is to reject an option, for example, option A is
incorrect since this is the opportunity cost of producing 60 capital goods.
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Question 3

This question was a bit more challenging since it combined the economic concepts of a specific tax
with consumer surplus in a diagram. Just over one-third of candidates achieved full marks.

3 Airticket price 5

0 Q, Qe Quantity of tickets

The diagram shows the impact of a specific tax placed on air travel. Which of the
following is correct? (1)

X The total tax revenue is PeP YX
B Producer surplus increases
/C The price of air tickets rises from Pe to P,

D Consumer surplus decreases

Answer D
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Explanation

Correct option D = (1 mark)

Definiton of consumer surplus = (1 mark)Original consumer surplus = ZPeX
= (1 mark)New consumer surplus P1YZ = (1 mark)

Rejection of option B (producer surplus falls from PeTX to P1RY so B false)
=1 markNB: Maximum of 3 explanation marks available

Total = 4 marks
(.

Examiner Tip

Always state the option key when explaining why a particular
answer is incorrect. This candidate has done it to good effect.
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0 Q, (:.le Quantity of tickets

The diagram shows the impact of a specific tax placed on air travel. Which of the
following is correct?

The total tax revenue is PeP YX

Producer surplus increases

The price of air tickets rises from Pe to P,

o N = >

Consumer surplus decreases

Answer D

(1)
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Explanation

(3)

_ Cbx Wbk

. O W 0. W DO . o W0 Mmc‘,\ HKos ‘f“) oo

Examiner Comments

This candidate achieved 3 out of 4 marks.

Correct option D (1 mark).

Definition of consumer surplus (1 mark) and reference made to the new
level of consumer surplus in the diagram (1 mark).

To gain another mark the candidate could have identified the original
consumer surplus area (PeXZ) or the loss of consumer surplus (PeXYP1).

Examiner Tip

Be prepared to annotate diagrams provided in questions but make sure
they are properly labelled. In this case the mark is secured by referring
to the area of new consumer surplus in the text.
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Question 4

This was the most challenging multiple choice question on the paper and only one-fifth achieved full
marks. Many candidates selected incorrect option A.

4 World market price of bananas 2009

u
Feb Mar Apr May Juny Jul Aug Sep Oct
Maonth

(Source: www.indexmundi.com)
From the graph it can be deduced over the period that
(1)

A the monthly total revenue for banana producers would have increased if demand
was price inelastic

B there is an excess demand for bananas

€ the monthly total revenue for banana producers would have decreased if demand
was price inelastic

D the trend In banana prices will encourage producers to increase output.

Answer C
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Explanation
(3)
el is. the.. . tesponsiveness  in the demond. foy. .6 good inh® a

KT "Qtswﬁty

L. Ped is imelostic., when. . price. chwge  decrease . from $i. to

decrease from 40 to 42, &= the producers will decrense due. to. they will
earn less
Amarks)

Examiner Comments

This candidate achieved 4 out of 4 marks.

Correct option C (1 mark).

Definition of price elasticity of demand (1 mark) followed by relevant numerical
application to a diagram (2 marks). The figures are made up here but it does

show how total revenue falls as price is decreased when demand is inelastic.
o

Examiner Tip

Be prepared to offer diagrammatic analysis when relevant. It is
probably the best way of securing explanation marks
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e World market price of bananas 2009

5 per tonne
g

i

Feb  Mar  Apr May  Jun ol Aug  Sep  Oat
Month

(Source: www.indexmundi.com)
From the graph it can be deduced over the period that
(1)

A the monthly total revenue for banana producers would have increased if demand
was price inelastic

B thereis an excess demand for bananas

C the monthly total revenue for banana producers would have decreased if demand
was price inelastic

D the trend in banana prices will encourage producers to increase output.

Answer C
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Explanation
(3)

Vool vevenve. = SOMS X ea@. .

B (0 CERRN NS WU A S N - OIS W o o TSI SC RS T o I SO

Examiner Comments

This candidate achieved 3 out of 4 marks.
Correct option C (1 mark).

Definition (formulae) for total revenue and price elasticity of demand (1+1 marks).

Examiner Tip

When uncertain of how to explain the correct answer, consider explaining
why other options are incorrect.

Option B is quite straightforward to reject (an excess demand for bananas
would increase price rather than reduce price as shown in the graph).

Option D is also easy to reject (falling prices will reduce incentives to
produce bananas since revenue and profits are likely to decrease)
.
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Question 5

This was a familiar question involving calculation of income elasticity of demand. Over half of all
candidates achieved full marks.

5 Jackie's income decreases from £2 000 to £1 800 per month, As a result, the number of
times Jackle goes to the cinema decreases from twice to once per month, Her income
elasticity of demand for cinema visits is:

(1)
A -0.5
B 05
C -50
D 50
Answer D
Explanation
(3)
INC ovne e\ok_\b '\’\i\*\a O‘ t\e_w\o\v\d - iﬂ L‘."r\o\w\&g O &E'\'\C\Y\(}\ .
. DS v S 9t o, S W v oo, SR S

°l Cl’\w\je_ WA AINComne

Examiner Comments

This candidate achieves 4 out of 4 marks.
Correct option D (1 mark).

Formula for income elasticity of demand (1 mark) and correct workings
with minus signs in place (2 marks).

Examiner Tip

Be prepared to comment on the outcome, namely that demand
is income elastic, as this is often awarded with a mark. In this
example the candidate achieves full marks anyway.
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Question 6

More than half of all candidates achieved full marks. However, a significant number selected incorrect
option A, confusing complementary and substitute goods.

6 Which of the following pairs of goods Is likely to have a positive cross price elasticity
of demand between them?
(1)

A Computer games consoles and computer games
B Lamb and wool
C Rail travel and private car use

D Bus travel and orange juice.

Answer C

Explanation
(3)

X K, e bl Ne QmSwer bemvse. 1% Praewohs

Examiner Comments
Examiner Tip

This candidate achieved 4 out of 4 marks.

Correct option C (1 mark). Be prepared to apply properly, for
Definition of cross elasticity of demand (1 mark) and that a example, ‘an increase in the price of rail
positive relationship means the goods are substitutes (1 mark). travel will lead to an increase in demand
Rejection of option A since complemenatry goods have a for private car use’. Fortunately, the
negative cross elasticity of demand (1 mark). candidate achieves full marks through
S /| different means.

. J
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)

6 Which of the following pairs of goods is likely to have a positive cross price elasticity
of demand between them?

A
B
C
D

(m

Computer games consoles and computer games
Lamb and wool
Rail travel and private car use

Bus travel and orange juice,

Answer C

Explanation

POS&W’( o GAORLP. nee.elon UL/L’L\,‘ g (‘L:?/M.I\J

....... s ’f\r‘*ﬂl'wcpmckw_t’s LonceSubshibataa o

H Slﬂbs b fULQ”) o et
Rouulhcw*ﬂ-‘ G Prw wl\,( S e Sy.bskd-

€. jo DeCrASE o 9@[06 ST j(u,rrkw{ fo.
NPT RV TSR PO NI = S - S - S 1 o ¥ SRS
I£.... ?ut’f Q. PY“LQ-L’\ ANCrfoyk... Hu\__n, (LQJMﬂ MCP for

Examiner Comments

This candidate achieved 3 out of 4 marks.
Correct option C (1 mark).

Identification that a positive cross elasticity of demand mean the goods are
substitutes (1 mark) and direct application (if petrol prices increase the demand
for rail travel increases) (1 mark).
|\

Examiner Tip

Define key terms or show the formula. An easy
1 mark was missed in this response.
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Question 7

Candidates tend to find market failure questions quite challenging and only one-fifth achieved full

marks here. a common theme was to confuse the provision of healthcare with public goods and so
misdirect the explanation.

7 Which of the following methods of government intervention could help correct
market failure?

(m
@State provision of healthcare

x Taxation of goods which yield high external benefits
X Abolition of the tradable pollution permit scheme

X Provision of subsidies to goods which yield high external costs.

Answer A

Explanation
(3)

....... Mackex.. Railye. . 1S....dnen, AR, OOic . MeChONIS. ..
%u\g;, .......... o adle cake..  fesarcs...eff 1@@’(‘[_3 _____________ ko _veacm,

...... m\(ﬂ uphmmmvkwdwq‘mnebmgmﬂ [V 2 N
.4e@ Healbncos® 1S a.. posikve. ex&emqukﬂ loecane.
ik s .maef.._:.gon.%uﬁaphmn..._...___So b bads 4o

Lof.nealthCore k. ongh. ceach.. ... Sechally ogﬂmm
N wdia® smc.. q.Ffﬂc{thkﬁ"l‘ B

L . ST qp&zm,m _________
m& g“% ....... PR B O BNRRERAR LAY | FH BRRERERA LR ANRRREE A | P R 4444 |1 PR

Q Ge q (Total for Question 7 = 4 marks)

Plus

Examiner Comments

This candidate achieved 4 out of 4 marks.

Correct option A (1 mark). Examiner Tip
Definition of market failure (1 mark) and recognition that

healthcare is under-consumed in the free market (1 mark).
Sound diagrammatic analysis revealing the positive

externalities involved in healthcare (1 mark).
.

Be prepared to offer diagrammatic
analysis when relevant to the answer.

J
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7 Which of the following methods of government intervention could help correct
market failure?

(1)
A State provision of healthcare
B Taxation of goods which yield high external benefits
C Abolition of the tradable pollution permit scheme

D Provision of subsidies to goods which yield high external costs.

Answer q

Explanation
(3)

okl f.Jm PRI PR | N ..Pp:g.. e VO £, fu/.s ot alleonda..... Bsemamo...
ﬂ“n(\ Q(g :
Y~ mdqu]q. Y. W Qm:}' ke o hmaadlleae.. la;—rnj V‘bi‘r o wd:; B~ T

Sh'-*i . Provimiam, ,,...ﬂ ’ hﬂé ’-'.a.’.r.hﬂ.i.. A, {-.der‘ .

us

Examiner Comments

This candidate achieved 3 out of 4 marks.

Correct option A (1 mark).

Definition of market failure (1 mark) and reference to healthcare being under-consumed and
so requiring state provision (1 mark).

The answer requires further development, for example, explanation of the external benefits
associated with healthcare such as increased productivity and reduced spread of diseases.

Examiner Tip

Be prepared to develop answers, especially
when they are very brief.
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Question 8

Just one-fifth of candidates achieved full marks on this market failure question. A common error was
to misread the question confusing ‘reduced mobility’ with 'mobility’ of labour. Consequently, incorrect
option C was a fairly popular choice.

8 Which of the following is most likely to reduce the geographical mobility of labour?
(1

A Animprovement in the skill level of the workforce
B A shortage of affordable housing across the UK
C Relocation grants for key workers

D A reduction in petrol prices.

Answer E)

Explanation

(3)
- beroroghia] w0l of (ahour ek b foe sllingaers gaeh abidyhy
9} frewerkdorte to cend emplayment acress the countty - A shofape
o afhodobls pousing sl frean. frer 15 preakl geopreph il
by o (abour bemdce the porkore bre ks Wy and
........ able [7mow foen ween wth Much Nher hustap e hecastse
________ th &yd{’?t fhewr t{ua@o(}(w‘emwa tumunihed - Miagp grom
Jeobmfhucal . (mondillly o). \nboufﬁm&d:fhw betnereqged
un_f,rr\ptyﬁrxi)ﬂ}-___._. The. oAgRer anck ke A becauso. fhe JkiM lovel of.

M Rarkgoes revove aound e des. 8 20 tAuprhione

Plus

Examiner Comments

This candidate achieved 4 out of 4 marks.

Correct option B (1 mark). Examiner Tip

Definition of geographical mobility of labour (1 mark) and
explanation that high house prices diminish the ability of the
workforce to move location (1 mark).

Be prepared to reject an incorrect option
when dealing with unusual market failure

Rejection of option A since the skill level of the workforce questions.

revolves around the idea of occupational mobility of labour
(1 mark).

-
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8 Which of the following is most likely to reduce the geographical mobility of labour?
(1)
A An improvement in the skill level of the workforce
B A shortage of affordable housing across the UK
C Relocation grants for key workers
D A reduction in petrol prices.
Answer Rg
Explanation
(3)
_G_szoa(‘a.eh'tc o), wamnob il K WS whae, fae:»f)]a. cannok move.
Hb acr ol u-SrHl\. ZRTS) bphs‘. aralobls. o caus e o Scu:.wl |
60-(.‘50(‘5 Buch a5 \-\\a\\ \ \'\amée. Pf'\@‘s 56 o ghofba'ﬂ

Q6 . O-&%O(c}\a&lh\b \fbMal.ha.woﬁs 'ﬂ-ﬁ_, Uk Wwouid _l'ha_ke_ B>
La..(.dxx..sm_ faf_af; o o meve o aﬂl'mm 'ob‘é So H\g _geof
ﬂfutohw mb‘lktjmfj Labor. \Reulel beSeduced

+lus

Examiner Comments

This candidate achieved 3 out of 4 marks.

Correct option B (1 mark).

Explanation of geographical mobility of labour (1 mark) and explicit recognition
that high house prices make housing less affordable in some areas (1 mark).

Examiner Tip

Further application is required, for example, house prices are much higher
in London than elsewhere and so making it difficult for people from outside
to move here to take available work.

Be prepared to reject an option when dealing with awkward market failure
questions. For example, option C is incorrect since relocation grants for
key workers such as doctors, teachers and nurses will reduce the cost of

moving house and so increase the geographical mobility of labour.
g J




GCE Economics 6EC01 01

Question 9(a)

This question differentiated effectively between the quality of responses. As usual, many candidates
struggled to understand and apply the determinants of price elasticity of supply from the information
provided in Extract 1. A significant number of responses incorrectly focused on determinants of price
elasticity of demand or factors which shift the supply curve rather than move along it. However, there
were many excellent answers and almost one-quarter of candidates achieved full marks.

(a) With reference to Extract 1, explain why the price elasticity of supply of sugar is

likely to change over time,
(4)

So sgply con ke crorcased / beaxees rroce elashe,

(Fc:u:i-ors o& inpuk vortable lorg N — eon rnerasc
cwpitol sperdling on seecls wikh (Neshroent, &rd

ondl achvake more (ond | (vprove techrologey eck.)

Plus

Examiner Comments

This candidate achieved 4 out of 4 marks.

Definition of price elasticity of supply (1 mark) followed by Examiner Tip
idea that supply is inelastic in short run due to time required
to grow crop (1 mark). Idea that all factor inputs become
variable in the long run and that more land can be cleared to
grow sugar, becoming more elastic (1+1 marks). Overall,

a simple yet sophisticated answer. J

Split the answer into the short run and
long run and then comment on each.

.
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(a) With reference to Extract 1, explain why the price elasticity of supply of sugar is
likely to change over time.
(4)

Plus

Examiner Comments

This candidate achieved 3 out of 4 marks.

Definition of price elasticity of supply (1 mark) followed by idea of supply being
inelastic in the short run due to time lags but more elastic in the long run (1+1 marks).

Examiner Tip

Extend the answer, for example, explain why supply could become more
elastic in the long run, perhaps due to new entrants attracted by the high
price of sugar or further clearing of land in the rain forest to grow sugar.




o

Question 9(b)

This was well answered and almost half of candidates achieved full marks. It required careful reading
of the information provided and its application through the use of a supply and demand diagram. The
major reason for not achieving full marks was a failure to shift both the demand and supply curves.

GCE Economics 6EC01 01

(b) With reference to Figure 1 and Extract 1, explain why the price of sugar‘more
than doubled over the last few years. Use a supply and demand diagram in your

answer.

(6)
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Examiner Tip

Always show original and new equilibrium
positions in diagrams - as in this case.

IEKEQRSES,

...... 7&...n¢w....g9‘u1/érmﬂ? A5, x108d p&:

us

Examiner Comments

This candidate achieved 6 out of 6 marks.
Explicit data reference to Figure 1 (price of sugar rose from 20 cents to almost 50 cents) (1 mark).
Diagram with correct shifts in demand and supply curves and original and new equilibrium price (4 marks).

Explanation of why supply decreases (for example, heavy rain) and demand increases (cash rich
speculators purchasing sugar stocks) (1+1 marks).

Note that a maximum of 6 marks are available here.

le.c o ana[r(...cu(ye .}A 7/ .7{= /ze. “1g Ii/ut{ LB ~>¢Qe)
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(b) With reference to Figure 1 and Extract 1, explain why the price of sugar ‘more

than doubled over the last few years' Use a supply and demand diagram in your
answer.
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_______________________________ Lot Gy Lewe £l L\wam\.c,kﬁlmr[mf-o

Examiner Comments

This candidate achieved 4 out of 6 marks. Examiner Tip

Diagram depicting original equilbrium price and an inward shift in the
supply curve (2 marks) followed by reason for the shift (bad weather
damaged harvest) (1 mark).

Read the extract information carefully
since it is clear that speculative
demand has also caused an increase in

Explicit reference to Figure 1 which depicts an increase in price of sugar | price of sugar.

\from 20 cents to around 50 cents (1 mark).
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Question 9c

This question differentiated well in the quality of responses, ranging from zero to full marks. It was
quite easy to secure knowledge, application and analysis (KAA) marks by explaining the meaning of
normal and inferior goods. However, gaining evaluation marks proved to be more challenging, though
many achieved this by exploring different types of chocolate and confectionary.

Some candidates confused income elasticity of demand with price elasticity of demand and so
developed irrelevant answers.

(c) With reference to the last paragraph in Extract 2 and your own knowledge, discuss
whether chocolate and other confectionery are likely to be normal or inferior
goods,

(10)

__________ <o erﬂe_eicxshafl—g 0§ ...demcrol.. posiaive.,..as
incomes. Ase . .so. coes.. cemrocl. . Sec. thak...
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Examiner Comments

This candidate achieved 10 out of 10 marks.

The full 6 knowledge, application and analysis marks were awarded (KAA) for defining and explaining
normal and inferior goods, making use of the extract.

The full 4 evaluation marks were awarded for discussion of different brands of chocolate and how people
might switch to lower quality brands in a recession (2 marks). Also, discussion of idea that alternative
fresh bakery products could have increased in price, so causing the switch to chocolate (2 marks).

There is even some credibility in suggesting chocolate is an addictive good and that people may buy for
\ comfort reasons.

.
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(c) With reference to the last paragraph in Extract 2 and your own knowledge, discuss
whether chocolate and other confectionery are likely to be normal or inferior

goods.
D/o cronge w D'UO.AHH M'lﬂl
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Plus

Examiner Comments

This candidate achieved 6 out of 10 marks.

Definition of income elasticity of demand, an inferior good and normal good (1+1+1
marks). ldentification that normal goods have a positive and inferior goods a negative
income easticity (1+1 marks). Reference to the extract which suggests chocolate is an
inferior good as quantity demand increased during the recession (1 mark).

A maximum 6 KAA marks achieved. However, no evaluation offered.

Examiner Tip

The term ‘discuss’ means candidates are required
to evaluate. Be prepared to offer up to two
evaluation points in a 10 mark base question.
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Question 9(d)

This question proved to be accessible for the vast majority of candidates and about one-quarter
achieved 10 or more marks. The best answers made effective use of the information provided in
Extract 2 to secure both KAA and evaluation marks.

However, some candidates made the mistake of focusing their efforts on the sugar market rather than
the chocolate and confectionary market.

*(d) With reference to Extract 2, evaluate the likely effects of the increase in the price
of sugar on the producers of chocolates and other confectionery. lllustrate your
answer with a supply and demand diagram.
(14)
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Plus

Examiner Comments

This candidate achieved 14 out of 14 marks.

The full 8 KAA marks were gained by explaining the impact of higher sugar prices
on chocolate in the first two paragraphs, using a relevant diagram.

The full 6 evaluation marks came from the rest of the answer, namely: discussion
on quality of chocolate, the importance of sugar as a percentage of production
costs, the possibility of reducing wage costs, the possibility of raising prices as
(demand) is inelastic and even broader issues such as mergers.

Examiners are usually looking for up to three evaluation points (2+2+2 marks) but

in this case the range of ideas is sufficient to justify full marks.
.

Examiner Tip

Label the diagram and make explicit
what the market actually is.
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*(d) With reference to Extract 2, evaluate the likely effects of the increase in the price
of sugar on the producers of chocolates and other confectionery. lllustrate your
answer with a supply and demand diagram.
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Plus

Examiner Comments

This candidate achieves 10 out of 14 marks.

4 KAA marks secured by diagram (2 marks), recognition that production costs increase
and there are lower profits (1+1 marks).

6 evaluation marks secured by discussion of other more expensive ingredients such as
milk and cocoa as well as the falling price of milk (3 marks); also discussion on whether
confectionary companies could reduce the sugar content or diversify into other goods
(2 marks); reference to price inelastic (demand) so revenue may not fall (1 mark).

.

Examiner Tip

Label the diagram and make explicit what
the market actually is.
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Question 9(e)

This question proved to be quite challenging since it required consideration of market failure in both
the consumption and production of sugar. The best answers offered comments on both and made use
of prompts in the extracts. Although full marks could be secured without diagrammatic analysis, the
best answers tended to show a negative externality production diagram.

Note that some responses offered a negative externality consumption diagram which is not required
by the specification - however, suitable marks were awarded in line with those available for the
production diagram.

*(e) To what extent is market failure likely to result from the consumption and
production of sugar?

(14)
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Examiner Comments

Examiner Tip
This candidate achieved 14 out of 14 marks.

The full 8 KAA marks were awarded (4 for diagrammatic analysis and explanation; Always consider the question
1 for definition of external cost, 1 for definition of market failure, 1 for outlining requirements - namely the

pressure placed on national health service, 1 for over-consumption and under-pricing). | consumption and production of

. . o . . sugar. This candidate just about
Note the negative production externality diagram provides sufficient reference to achieves the full 8 KAA marks

market failure in the production of sugar to avoid mark cap. available. but a brief reference

The full 6 evaluation marks were awarded in discussion (magnitude of consumption to destruction of the rainforests
- some consumers eat sugar in moderation; other factors could be putting strain on and the reduction bio-diversity
healthcare such as an ageing population; benefits of sugar in terms of employment would have made it a more

and cheering people up). There is even reference to symmetric information when balanced answer.

discussing the extent of market failure. S J
|\
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*(e) To what extent is market failure likely to result from the consumption and
production of sugar?
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Examiner Comments

This candidate achieved 10 out of 14 marks.

The full 8 KAA marks were awarded in the first page (4 for diagram and explanation;
1 for definition of market failure, 2 for explanation of impact on rainforests and
biodiversity, 1 for impact on obesity since sugar is key ingredient in unhealthy food).

2 evaluation marks were awarded for discussion of problems in quantifying and

placing a monetary value on the effects of sugar consumption if a government was
to consider taxing it.

Examiner Tip

For the 14 mark base questions, try and offer two
or three evaluation points.
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Question Q10(a)

This was a relatively straight forward introduction to the data response but many candidates
missed out on marks by not defining a national minimum wage or making use of the information
provided. Less than one-fifth of candidates achieved full marks.

(a) Explain one reason why the government intervenes in labour markets by
imposing a National Minimum Wage.
(4)

o minivmin.hoocly. fed e odndn . employees. most.. poa)....
4o ef"‘qu&i&}C!ﬂ ______________ MereroQ.  iNCROSED. ”W\"j R

Examiner Comments

This candidate achieved 4 out of 4 marks.

Definition of NMW (1 mark) and stating its aim to reduce poverty (1 mark).

Development of idea that workers will be able to buy necessities such as
food and accommodation and that without it they might be paid extremely
low wages, forcing them into extreme poverty (2 marks).

Examiner Tip

Make use of the data, for example, state the level of NMW.
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(a) Explain one reason why the government intervenes in labour markets by
imposing a National Minimum Wage.
(4)

Examiner Comments

This candidate achieved 2 out of 4 marks.

Reference to the idea of the NMW improving the standard of living (implies for low paid)
and that people on the lower wage can afford to purchase more goods (1+1 marks).

Examiner Tip

Define the NMW and refer to actual values from
the information provided.
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Question 10(b)

This was a question that many candidates did not answer properly due to ignoring the instructions.
The key point was to refer to the last paragraph in Extract 2 and consider how government failure
might arise through tax-evading activities, following an increase in the NMW.

(b) With reference to the last paragraph of Extract 2, analyse why government failure
might result from an increase in the National Minimum Wage.
(6)
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Examiner Comments

Examiner Tip

This candidate achieved 6 out of 6 marks.

Definition of government failure (1 mark) and identification of illegal tax
evading activities following the increase in NMW (1 mark).

Follow the question instructions which
directs candidates to tax-evading
activities in the last paragraph of
Extract 2.

This involves not recording all cash payments and so firms end up paying lower
taxes like corporation tax (1+1 marks).

recording wage payments, leading to pay at a rate below the NMW (1+1 marks).

It also involves firms not declaring everyone who works for them and so not J J
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(b) With reference to the last paragraph of Extract 2, E@why government failure
might result from an increase in the National Minimum Wage.

——

(6)
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Examiner Comments

This candidate achieved 4 out of 6 marks.

Extended definition of government failure (1+1 marks).

This was followed by reference to tax evading activities
such as unrecorded cash payments to employees (1 mark)
and unrecorded cash payments from customers (1 mark).

Examiner Tip

Develop the points further since up to 6 marks are
available. The obvious matters to discuss is the
impact on total government tax revenue and the
exploitation of labour.
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Question 10(c)

There were many excellent answers and over one-third of candidates achieved eight or more marks.
Indeed, maximum marks was quite a common occurance. The application of division of labour

to hairdressing was most impressive in many instances. It also differentiated well with the best
responses offering good evaluative points whereas average answers offered none.

(c) Assess the likely benefits of division of labour to hairdressing salons,
(10)
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Examiner Comments

This candidate achieves 10 out of 10 marks.

Explanation of division of labour (1 mark) and application to hairdressing (1 mark).

Explanation of benefits such as becoming more skilled at a particular task and so increasing
productivity (2 marks), less time and money to train staff (2 marks). Even the idea that
workers have more choice in what they do leading to increased efficiency is linked back to
benefits to the salon and worth marks. However, all 6 KAA marks are already secured.

Evaluation marks are gained in the last two paragraph by considering the limitations of
the division of labour. The candidate refers to monotony from repetition of tasks, leading
to high staff turnover (2 marks) and then considers the problem of interdependency which
might halt the production process through staff absence (2 marks).

Examiner Tip

To evaluate, consider the costs (as well as the benefits)
with these type of questions.
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(c) Assess the likely benefits of division of labour to hairdressing salons,
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Examiner Comments

This candidate achieves 6 out of 10 marks.

Explanation of division of labour (1 mark) and application to hairdressing (1 mark).

Explanation of benefits such as increased efficiency (speed) in production and so fitting
in more customers and possibly raising revenue and profits; reduction in cost and time
to train employees; improved quality of service through workers becoming specialists
in particular tasks and gaining more experience in what they do. This section is worthy
of 2+2+2 marks on its own but only 6 KAA marks are available overall.

Examiner Tip

Offer evaluative comments when instructed by the
question. Large mark base questions are typically
marked in two parts - for KAA and then for evaluation.
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Question 10(d)

This was another question which differentiated well between the quality of responses. Over one-fifth
of candidates achieved ten or more marks. The vast majority of answers included a NMW diagram as

instructed by the question and up to five marks were available for this. However, some did not show

the increase in NMW from one level to another level.

As usual, the best responses made use of the information in the extracts and also introduced further
ideas for developing their evaluation.

*(d) With reference to Extract 2, to what extent might an increase in the National
Minimum Wage lead to job losses in hairdressing? Hlustrate your answer with an
appropriate labour market diagram.

(14)
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Examiner Comments

This candidate achieved 14 out of 14 marks.

An impressive diagram with effective explanation (5 marks) and identifying that increased labour
costs could lead to unemployment in the industry (1+1 marks). Data reference made to the size of
the increase in NMW (1 mark). In total. eight KAA marks are secured.

Good use is made of the text to evaluate for example, the extract suggests that hairdressing is a
growing industry with 5000 more workers in 2008 (2 marks) and that just 27% of staff are paid the
NMW anyway, so the increase will have a limited effect (2 marks).

The candidate explores other limitations such as many staff being trainees where the NMW does not
apply and discussion of the actual increase in NMW (1+2 marks). Clearly, all the evaluation marks
are achieved even before considering the issue of elasticity of demand at the end of the answer
which is worthy of awarding up to 2 marks. In total, six evaluation marks are secured.

Examiner Tip

Be prepared to use the extract information in helping to develop
your answer. This candidate has done it to good effect.
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*(d) With reference to Extract 2, to what extent might an increase in the National
Minimum Wage lead to job losses in hairdressing? lllustrate your answer with an
appropriate labour market diagram.
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Examiner Comments

This candidate achieves 12 out of 14 marks.

An impressive diagram with effective explanation (5 marks) and identifying that higher labour
costs might force firms into cutting other costs such as staffing and so some hairdressers become
unemployed (1+1 marks). In total, seven KAA marks are secured.

Good use is made of the text to evaluate, for example, many staff are trainees and so the NMW does
not apply (2 marks); then a new idea is discussed concerning the wage elasticity of demand for labour
- linked to the demand for the final product (3 marks). In total, five evaluation marks are secured.

Examiner Tip

Always label diagrams and provide a simple explanation of them.
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Question 10(e)

Many candidates struggled with explaining economic factors that influence the supply of labour. Some
responses also misread the question, discussing demand factors whilst others went on to consider
determinants of supply to various occupations rather than sticking to one occupation as instructed

in the question. Evaluation also proved to be a challenge to many. Just over one-tenth of candidates
achieved ten or more marks.

*(e) Apart from the National Minimum Wage&iscﬁ:ﬂ:he factors which might influence

the supply of labour to hairdr or to an occupation of your choice.
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Examiner Comments

This candidate achieved 14 out of 14 marks.

Explanation of factors which influence supply of labour to hairdressing for example, an
increase in income tax, an increase in provision of training courses, the impact of trade
unions and migration flows (2+2+2+2 marks). In total, all eight KAA marks are secured.

Evaluation points include discussions on the length of the training period to qualify
as a hairdresser, the limited influence of trade unions, the low proportion of migrants
entering the trade and finally the high take up of people into higher education
(2+2+1+1 marks). In total, all six evaluation marks are secured.

Examiner Tip

Integrate evaluation points into the explanation of
each factor since the overall answer reads much
better and it is easier to recall the argument.
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*(e) Apart from the National Minimum Wage, discuss the factors which might influence
the supply of labour to hairdressing or to another occupation of your choice,

(14)
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Examiner Comments

This candidate achieved 8 out of 14 marks.

Explanation of factors influencing supply of labour to car manufacturing,
for example, education and training required, income tax, benefits and
perks such as a pension (2+2+2+2 marks).

No evaluation offered. ,
|\

Examiner Tip

Offer evaluative comments on high mark base questions.
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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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