©

Pearson

Examiners’ Report
June 2017

GCE Economics A 8ECO 01

ResultsPlus edexcel



2

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.

+ ldentify 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 2017
Publications Code 8EC0_01_1706_ER

All the material in this publication is copyright
© Pearson Education Ltd 2017

GCE Economics A 8ECO 01



Introduction

This was the second sitting of this paper (8EC0 01) from the new specification launched in
September 2015. 8ECO paper 01 tested candidates on their knowledge and understanding
of topics covered in Theme 1 of the specification content.

The structure of the paper comprised of two sections. Section A included five short
guestions, broken down into smaller parts, based on a spread of specification elements in
Theme 1 (totalling 20 marks), candidates were advised to spend 25 minutes on this section.
Section B focused more particularly on the cigarette market, a topical market in the news,
with a wide range of data provided from which candidates could draw to gain application
marks (totalling 60 marks), candidates were advised to spend 1 hour and 5 minutes on this
section. Section B comprised of one data response question broken down into a number
of parts, including a choice of extended open-response questions; candidates select one
essay from a choice of two. The total time available for this paper was one and a half hours
and there was little evidence of candidates running out of time. Overall, the paper appeared
accessible to the vast majority of candidates and differentiated effectively.

In Section A each short question was broken down into a non-supported multiple choice
qguestions, using option boxes which were dealt with well, plus a short answer question
worth 1+2 or 3 marks. Three-mark responses were often impressive with good subject
knowledge (K) often starting with a definition, analysis (An) and application (App) where
required, although candidates would benefit from ensuring they attempt to apply their
answers given the data/context provided.

In Section B there was a concern about how many substantial points needed to be made,
the new specification approach is to ensure good economics is rewarded rather than over
worrying about a set structure to respond. This was highlighted with the 10 mark response
where one substantial point regarding rational behaviour would have been sufficient,
assuming it demonstrated an understanding of the concept in context, was fully integrated
and answered the broad element of the question (perhaps connecting mini points well
applied). This, followed by one substantial applied evaluative point, which answered the
broad elements of the questions through a coherent chain of reasoning, was sufficient to
obtain full marks on one page. Candidates who made two substantial points each evaluated
in depth typically required additional paper and may have limited their time available to
answer other questions. Additional paper will be made available in future papers but as
indicated on the front page of the exam: “Answer the questions in the spaces provided -
there may be more space than you need.” Of course where a 10 mark question requires
candidates to assess two reasons or the effects then there is a requirement to move beyond
substantially evaluating one major point. It is pleasing that candidates grasp the need to
provide logical chains of reasoning with their analysis and applying theory and data to
guestions. Most candidates grasped the need in the 15 mark and 20 mark responses that

a limited number of points (typically two substantial points) evaluated in depth would be
sufficient to access top levels rather than the legacy specification approach where a specific
number of points were required. A large number of points evaluated at each step can create
a rather disjointed response which lacks integration or clear chains of reasoning.

There was still some evidence of candidates struggling with evaluation with it either missing
or at Level 1 evaluation which is often generic or thin. For top level evaluation ensuring

it was well explained and in context was required. Centres may wish to practice more on
getting candidates to evaluate what they have already written as their substantial point and
to critically evaluate the knowledge, chains of reasoning and data as a means of developing
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their evaluation. This will also help them to access top level essay evaluation (L3e) in the
essays where ‘sustained judgement’ is required. Candidates would benefit from attempting
to weigh up theory and the sufficiency of the data as they write, to offer clear and sustained
judgement. With the essays a small number of candidates still did not indicate clearly which
essay 6(f) or 6(g) they were answering by marking a cross in the box available, although their
written responses did make it clear.

It is important to practise full papers using the Sample Assessment Materials, May 2016
and May 2017 papers under timed conditions to strengthen exam skills. In addition across
the paper diagrams drawn would benefit, in some cases, with more precision in accurately
and fully labelling as well as a careful explanation of them. The performance on individual
guestions is considered in the next section of the report and there are two examples of
candidate work for each one. These examples act as a guide as to why a question was well
answered and also how to improve further.

Section A:

Multiple-choice and short-answer questions

A significant number of candidates were very well prepared and demonstrated an excellent
understanding of both the new specification and the techniques involved in answering

the questions. The multiple choice questions format provided an accessible format for
candidates to select their chosen option and in order to increase candidate accessibility,
future options will be placed in alphabetical or numerical order. Candidates are mostly
confident in using definitions, annotating or drawing diagrams and calculations. An area to
work on would be completing tables and ensuring a careful reading of the question set and
data/context provided.

Section B:

Data response questions

The new format for data questions met with a positive response on the whole. Responses
to 6(a) on revenue provided confident diagrams carefully illustrating and labelling the fall

in revenue. The quantitative skill 4-mark calculate question 6(d) was straightforward, with
the overwhelming majority of candidates showing their working and obtained full marks.

Evidence of candidates mastering the breadth and depth of the specification were clear in
response to 6(b) on assessing rational behaviour in context.

There was a substantial weighting for evaluation marks (16 out of 45 marks) in the level-
based responses. A 10 mark question comprises 4 evaluation marks, a 15 mark comprises
6 evaluation marks and a 20 mark question comprises 6 evaluation marks. Consequently, it
is vital that candidates make in-depth applied evaluative comments when required by the
guestion, as well as offering judgement using positive economics throughout, in order to
avoid disappointment.

Candidates have grasped the need to avoid generic evaluation comments and provided
significant depth of explanation and application in their evaluation. To achieve the higher
level, the maximum evaluative marks, there needed to be evidence of substantiated
judgement, this was often missing or left to a conclusion which summarised the points
covered and made a generic judgement call.
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Both essay questions were accessible to candidates though question 6(g) (government
intervention) proved to be significantly more popular than question 6(f) (free market
approach); this appeared to be related to new specification content although where 6(f) was
answered responses were confident and applied well indicating candidates are becoming
more eloquent with this concept.
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Question 1 (a)

Most candidates achieved 1 mark by defining opportunity cost. This question polarised
performance with a significant number ignoring the ‘marginal’ content of the question,
many calculated the opportunity cost cumulatively in the column provided. Top marks were
awarded for completing the columns correctly using marginal analysis and referring to the
table for contact to define opportunity cost to score the third mark.

Use the data to support your answers where relevant. You may annotate and include diagrams
in your answers.

1 The production possibility frontier for an economy is shown in the table below.

Cap[llt:ll“sllmin ;:;P"t ““"(':I:I'Im:“";"""‘ Opportunity cost

0 42 -

10 40 Z

20 36 4

30 30 é

40 22 q

50 12 to

60 0 ('l

(a) Explain, using marginal analysis from the table above, the concept of opportunity

cost. (You may use the last column in answering the question.)
Omtice k3

e T 1l podl ottt S
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This answer achieved 3 out of 3 marks.

The candidate began by accurately completing the table as
instructed, (1 Application mark). They then provided an accurate,
concise definition of opportunity cost (1 Knowledge mark)
before linking this as an example to the opportunity cost of the
economy of moving from consumer goods to capital goods is
initially small compared to gains in production. This was made
using numerical references (1 Analysis mark) and the marginal
opportunity cost increases again made numerically explicit.

A

Examiner Tip

Make sure you use the table provided
and any calculations you have made
to answer the question set.
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(a) Explain, using marginal analysis from the table above, the concept of opportunity
cost. (You may use the last column in answering the question.)

----------------

Q- == = = == =

ResultsP

This answer achieved 1 out of 3 marks. Examiner Tip

The definition provided was correct (1

Knowledge marks). Application was missing
from the table with no attempt to complete it
and confused in the written response (0 mark
for Application). A PPF diagram was drawn
but the attempt to link it to the question set
was not clear (0 mark for Analysis).

It is good practice to start with a
definition, but look carefully at
what the question is asking you to
do with the concept - in this case
‘using marginal analysis'.
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Question 2 (a)

The most common correct definition was for a benchmark year or words to that effect.
Sixty-four percent of candidates answered this correctly.

2 The table below shows UK wheat production between 2010 and 2015.

Year w';:;:ﬂl’-‘:::::::on Index :‘:L“dz::si :: wheat
(2010 is base year)

2010 14 878 100

2011 15 257 o2 I

2012 13 261 49, i

2013 11921 80.1

2014 16 606 1116

2015 16 129 108.4

(Source: adapted from https://www.gov.uk/government/uploads/
system/uploadsattachment_data/file/466383/farming-
statistics-2015-wheat-and-barley-production-uk.pdf)

(a) Define the term ‘base year’

This answer achieved

mark. A definition of ‘base year’
was accurately provided (1).

ResultsPlus

Examiner Comments

1 out of 1

Examiner Tip

A
2@ ResultsP

The mark scheme accommodates
a range of accurate economic
definitions for ‘base year'.
Concise accurate answers for 1
mark are the best approach.

us
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2 The table below shows UK wheat production between 2010 and 2015.

Year W':f::o Ptl'::::::on Index ';t::'db:cr;:nfm
(2010 is base year)

2010 14878 100

2011 15 257

2012 13261

2013 11921 80.1

2014 16 606 116

2015 16 129 108.4

(Source: adapted from https://www.gov.uk/government/uploads/
system/uploadsattachment_data/file/466383/farming-
statistics-2015-wheat-and-barley-production-uk.pdf)

(a) Define the term ‘base year"

ResultsPlus

Examiner Comments

This answer achieved 1 out of 1 mark. A
definition of ‘base year’ as ‘benchmark
year' was accurately provided (1).

Q ResultsPlus
Examiner Tip

The mark scheme accommodates a
range of accurate economic definitions
for ‘base year'. Concise accurate answers
for 1 mark are the best approach.
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Question 2 (b)

Seventy percent of candidates achieved full marks on this question. Many candidates

entered the data into the column. For those only using the answer space there was evidence

of lots of working so it was important for them to clearly identify their final answer.

Yeow lecane W o 0p. <
(b) Calculate the index numbers for 2011 and 2012, using 2010 as the base year.
(2)
IS ¢ Py
2l - AS187 \KCT op 2 2525 0¥ 2102,
1&gy
______________________________________ 1316‘-—&}?73,,_
20 —EEey MY C tloa -t oA Hoo <59

OO ResultsPlus

Examiner Tip

ResultsPlus

Examiner Comments It is advisable to show your

working for your own benefit to
avoid computational errors.

This answer achieved 2 out of 2 marks.

(b) Calculate the index numbers for 2011 and 2012, using 2010 as the base year.

Examiner Tip

This answer achieved 2 out of 2 marks

and could have alternatively inserted the You can simply provide the correct

answers and move on if you are certain.

accurate figures in the boxes provided.

GCE Economics A 8ECO0 01
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Question 3 (a)

This was a high scoring answer. The most common answers referred to government grant
or encouraging consumption or production usually in context.

3 In 2015 the UK government cut subsidies for the installation of solar energy panels.

(a) Define the term ‘subsidies.

<d\ A
P
= 2/ A\ Resultst
Examiner Comments
: . The mark scheme accommodates a
IhrsaarES\[l)V:%r?i(':ciholﬁvgg‘;ugl;it dof range of accurate economic definitions
' y for ‘subsidy’. Concise accurate answers

for 1 mark are the best approach.

was accurately provided (1).

3 In 2015 the UK government cut subsidies for the installation of solar energy panels.

(a) Define the term ‘subsidies’

(1)

Examiner Tip

This answer achieved 1 out of 1 mark.

It is important you do not confuse
definitions with causes or effects and
thereby fail to answer the question.

The shift supply outwards if provided as
the only response would not have been
awarded but government intervention
encouraging production was awarded.
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Question 3 (c)

Just over eighty percent of candidates had little trouble in obtaining full marks by making
effective annotations of the diagram. A significant number of candidates lacked precision,

losing @ mark for not labelling the new curve or equilibrium points.

(c) Annotate the diagram below to show the effect of removing the solar panel
installation subsidy on the equilibrium price and quantity.

Solar panel installation market diagram

Price of
solar
panels

demand

Quantity of
solar panels

0 GL Q

<?/ZResultsﬁ'lus

Examiner Comments
This candidate achieved 2 out of 2 marks.

Clear and confident annotations was
provided identifying the new supply
curve drawn and labelled, showing a shift
inwards, and the new equilibria labelled
showing a rise in price and decrease in
quantity.

OO ResultsPlus

Examiner Tip

Ensure you fully label accurate
diagrams to obtain full marks.

GCE Economics A 8ECO0 01
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() Annotate the diagram below to show the effect of removing the solar panel

installation subsidy on the equilibrium price and quantity.

Solar panel installation market diagram

(2)

Price of
solar
panels supply
K
AN ),
=
p ______________
. [
€ |
I
I
I
| I
f |
I
\ : demand
[ ! Quantity of
0 Gy Q solar panels

e

m""‘ﬁt. in B QM\:b an‘li.-:.nr.l...

<%ZResultstIus

Examiner Comments
This answer achieved 1 out of 2 marks.

The shift inwards in supply was accurate but not
labelled. The new equilibria points were more
than fully obtained and were awarded 1 mark.

OO ResultsPlus

Examiner Tip

Ensure when you practice drawing
diagrams they are always fully labelled.
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Question 4 (a)

The more able responses for this question immediately identified surplus on a diagram or
a written definition, there was some confusion with excess demand for some candidates.
The price mechanism in a free market was usually addressed confidently with reference to
signalling or the price falling below $530 on their diagram or in written form for application.
The most common limitation to candidate answers was despite many good diagrams the
absence of analysis in explaining the diagram in context, with few discussing extension

in demand/contraction in supply or annotating their diagrams fully as shown in the mark
scheme. A number of candidates wrote in great detail about the price mechanism but failed
to apply it to the context.

4 The excess supply of carbon steel has recently caused its global price to fall below
$530 per tonne.

(Source: adapted from http://www.meps.co.uk/allproducts%20steel%20price.htm)

(a) Explain how the price mechanism responds to excess supply in a free market.

(3)

___________________________________________________________________________________________________________________ RO
________ ]’L\Lﬁ:)hcemec\-xam&m
SO SN OCAR O
........ O?{ESME’ECQV\SGD\P\ -
________ k"ﬁ e o C ORI A
...... price.... leveln. [nedC o Dok
....... (I S e exﬁﬁ:ﬁﬁs.\@pkj
...... ‘cm—}bma.frccwxmf‘hﬂd—
AN p.c.i.g;e(ﬂ)..;_.:—h .......... abooe....
iu,eq_m\\:.rmw-\ﬁnce(pe)
...... TL\LP(\CQWL\“‘EL\Q\'\
be . Noroammd winicha Sigrals

paeiel Bxcess . s.mgp.l%.[ ........................................
_______ of . Preduce...less.  because i sueplaSi
....... 1»5fﬁﬁffﬁf—g-"ﬁj&\‘z;ﬁ?w»\fﬁhcmsﬂjmfﬂ-ﬂ‘i‘(‘qﬁ&r’\
......... [ “ﬁmppbl#mlgaiﬁxues.,ncud{tt{v - COOTMNGG
........ o L:)mﬁwrz,mv\—f‘ic e, o WNIE D
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W/ZExaminer Comments

This answer achieved 3 out of 3 marks.

A clear, concise and well-structured answer, based around
a fully labelled accurate diagram, was provided. The
candidate immediately identified the price mechanism in
a free market rations (reallocates) resources (1 mark for
application) then using their diagram defined at P1 excess
supply (1 mark for knowledge). The use of signalling (1
Application) to contract supply (1 Analysis) and incentive
(1 Application) to extend demand as illustrated (1 analysis)
ensured full marks. Note a maximum of 1 mark for
application and 1 mark for analysis was available. It would
have been good to have seen reference to steel in the
answer but there was plenty of application as awarded in
the mark scheme for price mechanism.

A

Examiner Tip

A carefully drawn diagram can be a useful
aid to structure your response around.

GCE Economics A 8ECO 01
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4 The excess supply of carbon steel has recently caused its global price to fall below
$530 per tonne.

(Source: adapted from http://www.meps.co.uk/allproducts%20steel%20price.htm)

(a) Explain how the price mechanism responds to excess supply in a free market.

(3)
e e -
...................................... Py S— Xﬁtﬁiu.ppIUOCCMWhtn
...................................... H'UlPﬂf(ﬂﬂFQ QQO(OI‘,.Sf_,I'UJC{_
........................................ L X ]* 5...koo. k ,Sk,n{-h{o{;a L.
............................................................ h Q*H{“L\.lo{ﬂmandfﬁr.ﬂ‘ﬂ&k
l | Mo
Q@

....... - - Md@szhsupp(ﬂ

| - p: >
This answer achieved 1 out of 3 marks. Q ReSUItS‘,

us
The diagram was not fully labelled but Examiner Tip
was sufficient for identifying excess supply )
and the diagram was explained regarding Take care to revise all concepts
the definition (1 Knowledge). The next in the specification. Alack of
paragraph regarding a decrease in demand understanding regarding the price
was unclear and inaccurate (0 Analysis). mechanism hindered this response.

Finally the second attempt at defining excess
supply lacked precision and alone would not
have been awarded (0 Knowledge).

GCE Economics A 8ECO0 01
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Question 5 (a)

The more able responses for this question accurately defined excess demand and clearly
identified it in a fully labelled diagram which was then briefly explained in context. There

was some confusion with excess supply for some candidates. As with 4(a) the most common
limitation to candidate answers was despite many good diagrams the absence of analysis

in explaining the diagram in context, with few providing linked development indicating the
maximum price was below the equilibrium price or reference to extension in supply/contraction
in demand or annotating their diagrams fully as shown in the mark scheme. The most common
application mark was reference to candidates being more able to afford higher education,
marks were often lost by failing to explain the decrease in fees made them more affordable.

5 Universities UK raised concerns about the proposal to reduce the maximum tuition
fees (fee cap) for undergraduate courses in England from £9 000 to £6 000, It
stated “This unfunded proposal to reduce the fee cap would damage the quality of
experience our universities could deliver to students and remove opportunities for
those seeking to benefit from a university education”.

(Source: adapted from tuition fees 2015 Times letter Universities UK
http://www.universitiesuk.ac.uk/highereducation/
Pages/UUKboardFeesLetter.aspx#.VjoQRbfhDIU)

(a) Explain why reducing the tuition fee cap may result in excess demand for
university places.

(3)

Coek . equliboum  ponk. T ke \vder pnce. w
................................................................ Cans Maf&AchL@ha.ﬂord
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This answer achieved 3 out of 3 marks.

The initial sentence unpacked the data to provide the economic
concept of a maximum price carefully explained and then later
illustrated (1 Analysis). The diagram drawn was accurate and
carefully applied the initial maximum price of £9,000 (1 Application)
further to this the candidate added that ‘more people would

be able to afford the fees’ (1 Application). Finally the definition

of excess demand was provided with reference to the diagram,
although a little benefit of doubt was given here aided by the
arrows provided (1 Knowledge). Without the definition being
provided this response would have obtained 2 out of 3 marks.

A

ResultsP

Examiner Tip

us

When using a diagram make use
of clear and precise labels.
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5 Universities UK raised concerns about the proposal to reduce the maximum tuition
fees (fee cap) for undergraduate courses in England from £9 000 to £6 000. It

stated “This unfunded proposal to reduce the fee cap would damage the quality of
experience our universities could deliver to students and remove opportunities for

those seeking to benefit from a university education”.

(Source: adapted from tuition fees 2015 Times letter Universities UK
http://www.universitiesuk.ac.uk/highereducation/
Pages/UUKboardFeesLetter.aspx#.VjoQRbfhDIU)

(a) Explain why reducing the tuition fee cap may result in excess demand for

university places.

(3)

..... bewxs W Sm.:a.:l-(r(
...... Hacua.... SupP\Y . even..

ec.. aapmk\sbxglc .

hieh Qe de Qop M AR

OANNCE........ S'V\lg'\'Qgth‘

el o Huowoa Th o e\ "

...... o.Ci ‘“’le’}”\“"CVK 5l .. MA,

.............. ;m(re'%flhﬁb"or)f‘b e

tzExammer Comments

This answer achieved 2 out of 3 marks.
Whilst the diagram ensured the definition of excess

demand (shortage) was clear (1 Knowledge) there was
no reference to the data in the diagram (0 Application).

The explanation clearly provided linked development

of the diagram (1 Analysis) but again did not attempt to

apply from the source provided or the context of the
question regarding university places (0 Application).

Take care reading the
qguestion so that you answer
it in full, some candidates did
not pick up the application
mark for university education.
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Question 6 (a)

The question required candidates to explain why ‘bans on tobacco advertising’ may result in
a fall in revenue. Most candidates started with a diagram and explained how the ban would
shift demand to the left. More able candidates then clearly defined revenue in their written

explanation or by identifying in their diagram and went on to explain or clearly illustrate the

fall in revenue.

Almost all candidates drew a well-labelled and accurate diagram showing the shift but
marks were lost by failing to define revenue or show the effect on revenue in the diagram,

in some cases there was confusion with profit.

6 (a) Explain why 'bans on tobacco advertising’ (Extract A, line 7) may result in a
decrease in the revenue of tobacco firms. Include a supply and demand diagram
in your answer.

(5)

............................ .. A ARV FINAS BOGIINLI A ...t
%Qmmd‘ﬁa&&s ........ “Then. . peaneniidl-. fallr e
ﬂm{ws&. ............ S Byt MW &um&«ﬁv ........... ... M.
Tha .. 0N QAR UL, ........ O fANOCLAAMAS o M. p&x@e

. Honerre o dds. G S QU @
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‘DA ResultsP

+IuS

Examiner Comments

5 out of 5 marks awarded.

The answer began with applying the ban to a shift inwards
in demand as illustrated (awarded 1 mark for Application).
There then followed further relevant application regarding
consumers but this had already been awarded. The
candidate then defined revenue (1 Knowledge). Finally the
candidate explained the decrease in revenue with a careful
reference to a relevantly shaded diagram (+1 Application
as well as identifying revenue worth 1 Knowledge). The
diagram clearly showed the shift left in demand and the
new equilibrium, aided by relevant arrows (1+1 Analysis).

Q ResultsPlus

Examiner Tip

Always make explicit use of your
diagram when asked to draw one
to answer the question set; in
this case illustrating the decrease
in revenue of tobacco firms.
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6 (a) Explain why ‘bans on tobacco advertising’ (Extract A, line 7) may result in a
decrease in the revenue of tobacco firms. Include a supply and demand diagram
in your answer.

(5)

m exback shles hbaco ompunses Moo of
o dolass each URoc on «c\wks‘. s ey
&a[m%o Wms.. m& xekw

ﬁ k; r \gr\:&u m'r lnbﬁm )
T sh % fei F % Yoo ffl fu b

............. : il ffc hve o5 e oxgeslee of e

HS A «f'&uu' a{
cuiwe shodd s

cfs «csu\t he et
fh(‘( Sthm\A mﬂ

AR M oo pe hg@%

tzExaminer Comments A

3 out of 5 marks awarded. :
OO ResultsPlus

Examiner Tip

............................. o

53

The candidate started by mostly repeating the
guestion set before finally linking the ban to

a decrease in demand (1 Application mark).
The candidate then illustrated the shift in
demand and explained the new equilibrium
(1+1 Analysis). There was no attempt to define
or identify diagrammatically the fall in revenue
so there was no mark for Knowledge and no
additional mark for Application.

Ensure you provide a clear
definition of the key term required
and make it central to your answer.

GCE Economics A 8ECO0 01
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Question 6 (b)

The question required candidates to assess the view that tobacco consumers switching

to e-cigarettes is an example of rational behaviour. It proved to differentiate effectively
between the quality of responses particularly at the top and lower end of the mark range.
Typical responses carefully used the data to identify rational behaviour drawing on Figure 1
price comparisons, tobacco tax increases in Extract A or health concerns in Extract B. Level 2
responses tended to limit themselves to using the data and their own knowledge and only a
confident understanding of the concept of rational behaviour in context could access Level
3. As a consequence many answers to this question followed a similar pattern with financial
gains and health concerns being most common, more able candidates used the data to
support their answers and discussed concepts such as utility. Some candidates were able to
correctly define rationality although many thought it was predictable or sensible behaviour.
This was a high scoring question with the majority of candidates using the data to evaluate
fully. There was little evidence of candidates flipping KAA and EV, which was awarded as

the mark scheme allowed. Responses which provided thin evaluation by just mentioning
magnitude of price differences or tax rises only achieved a Level 1 evaluative award. Level

2 evaluation often referenced the data with information gaps as to the benefits or brand
loyalty of cigarettes often coming up.

(b) With reference to the information provided and your own knowledge, assess the /g iy .
view that tobacco consumers switching to e-cigarettes is an example of rational ./

behaviour. - My behoveor

(10)
~Rodiosal e anton 5 Ve idea.. baah... COMMRLL. oM. 4.
i e 0nA. ke, Tobace.. N st M!kﬁxhj ..... koo
B ST TN - e by oo eduge o honal  behewbac

fe/m
.................. Howe uu;C@mmam;_smkkmjwe“mgwbﬂ*vMaj‘(""““ﬂnqﬂknﬂ.
ecfally.. ... e choite...5...code. erd off D
.......................................................................................... Hefy Ay
WAL .. A j!lﬂ{‘
...... e Mwm&yﬂwﬁ
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.......... kiso, o0 Swslbtian g b €GN ey bR o Kyl o...
Aoty 0 COMURRO. ... Soh... .. 5. AR L ohwor. I Gy
oce....00W. .. paseald.. e Megalel. O Igwﬁ?nﬂﬁj _________ Myt ...
aL fo motle an nforwed decrnon ol ey ppa't b
i ... Y wellan. b e bewebt ol cogachie) Odwiabh..
e....... benafrts A R AN T T T2 4. SO

10 out of 10 marks awarded.

The candidate achieves all 6 Knowledge, Application and
Analysis marks available by securely achieving top Level 3
(L3KAA) in their first paragraph. They immediately answer

the question by defining rational behaviour and linking their
understanding in a fully integrated context. The candidate then
demonstrates their evaluative skills in the second paragraph
which carefully applies herding behaviour as irrational
behaviour in context, achieving Level 2 evaluation (L2 EV). The
final paragraph includes another evaluative comment raising
the issue of computational problems with measuring welfare
benefits in depth and in context. Given the quantity and
quality of evaluation there is a case for flipping KAA and EV, to
guarantee full marks, as indicated on the mark scheme.

A
Q ResultsP
Examiner Tip

Make sure you develop key knowledge with
concise explanations and precise use of data.
Similarly, well-balanced evaluation will also be well
explained and in context as in this example; albeit
perhaps not so extensive given time constraints.

us
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(b) With reference to the information provided and your own knowledge, assess the
view that tobacco consumers switching to e-cigarettes is an example of rational

behaviour.
(10)
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Examiner Comments

<?/ZResultsus

4 out of 10 marks awarded.

This candidate starts by not correctly defining rational
behaviour. The reference to health benefits is thin and
borderline Level 1 or Level 2 KAA. The candidate then
raises the issue of possible computational problems
with lack of information but it is unclear and not totally
convincing, receiving low Level 1 Ev and lifting the KAA
award slightly. It received Level 2 and Level 1e - = 3+1Ev.

A
Q ResultsPlus

Examiner Tip

It is essential that candidates take the time to
carefully structure their responses. In this case

using the data to identify rational behaviour; then
identifying reasons for not being rational using the
information provided. Careful revision of all Theme 1
concepts also helps ensure a candidate is not second
guessing their response as they work through it.
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Question 6 (c)

The question asked candidates to explain how changes in the price of tobacco cigarettes
may affect the demand for e-cigarettes over time, given tobacco cigarettes and e-cigarettes
are considered to be substitutes.

High scoring candidates confidently identified a close substitute relationship with a positive
cross price elasticity of demand greater than one and explained in context.

Knowledge marks proved relatively easy for candidates to score with many identifying the
positive relationship and/or giving the formula/definition of XED. Application marks proved
harder to score, substitutes both containing nicotine being one of the more common
marks. Some diagram were drawn either showing XED relationship, but fewer showing the
relationship between the two markets. There was the odd attempt to evaluate which was
not required for this type of question.

Tobacco cigarettes and e-cigarettes are considered to be substitutes.

(c) Explain how changes in the price of tobacco cigarettes may affect the demand for
e-cigarettes over time.

(6)
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6 out of 6 marks awarded.

The candidate started by defining substitutes through the
cross elasticity of demand formula (1 Knowledge) before

a linked development of analysing in context (1 Analysis).
This was further aided with application to a diagram
showing the impact of a price rise in tobacco cigarettes on
e-cigarettes (1+1 Application). Finally the candidate gained

a further knowledge mark by understanding the substitute
relationship ‘switching (1 Knowledge) and analysed this with
reference to the magnitude of the price increase (1 Analysis).

A
Q ResultsP
Examiner Tip

A good way of achieving maximum marks for
an explain question is to carefully go through
the concept, in this case the cross elasticity of
demand, illustrating your knowledge of the
concept as you apply it to the context.

us
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Tobacco cigarettes and e-cigarettes are considered to be substitutes.

(c) Explain how changes in the price of tobacco cigarettes may affect the demand for

e-cigarettes over time.

- 0.3%

2 out of 6 marks awarded.

The opening sentence was not relevant to the
question set. There was some understanding
of the relationship (1 Knowledge) in the next
elongated sentence with a limited example of
analysis (1 Analysis).

us

A
o OO ResultsP

Examiner Tip

stem of the question, referred to ‘substitutes’,
as this can act as a prompt to guide you to the
correct concept to be considered.

Always look carefully at the question. The initial

GCE Economics A 8EC0 01
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Question 6 (d)

The question was one requiring use of quantitative skills and provided an accessible
question asking candidates to calculate the price elasticity of demand for tobacco cigarettes
in high-income countries and in low-middle-income countries. Eighty five percent of
candidates achieved full marks by correctly applying the PED formula twice to the data
provided in Extract A, lines 11-13. Where marks were lost was an inability to identify the
correct formula to perform the calculation. Where the correct formula data was substituted
into the formula but the wrong answer was provided this was awarded 1 of the marks
available. Answers which simply wrote down an acceptable accurate response, 0.4 and 0.5,
were awarded full marks.

(d) With reference to Extract A, lines 11-13, calculate the price elasticity of demand
for tobacco cigarettes in high-income countries and in low-middle-income
countries. You are advised to show your working.

(4)
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W/zExaminer Comments

4 out of 4 marks awarded.

Correct formula identified which if it was done in
isolation with no further correct responses would
obtain 1 mark. 1 mark was awarded for data located
for high income countries and substituted into
correct formula used (1 mark). Correct answer *-0.4’'
was provided (2 marks). 1 mark for data located was
awarded for low income countries and substituted
into correct formula used (1 mark). Correct answer
*-0.5" was provided (2 marks). The written comments
explaining what the answers meant were not relevant
to the question so were awarded no marks.

GCE Economics A 8ECO 01

A
Q ResultsP
Examiner Tip

us

Accurate working will always receive

credit and candidates are strongly advised
to show their working in case they make a
computational error with the final answer.




(d) With reference to Extract A, lines 11-13, calculate the price elasticity of demand
for tobacco cigarettes in high-income countries and in low-middle-income

countries. You are advised to show your working.
(4)

High-income countries

<iZResults??’lus

Examiner Comments

1 out of 4 marks awarded.

1 mark was awarded for a correct formula as
an alternative for substituting correct figures
on up to one occasion. The candidate did not
then apply the data to calculate the formula
for high and low income countries.

OO ResultsPlus
Examiner Tip
Showing your working, including stating

the correct formula, may help pick up some
marks if you make computational errors.
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Question 6 (e)

The question invited candidates to assess the likely reasons for the difference in price
elasticity of demand for tobacco cigarettes and e-cigarettes, with reference to Figure 1.
More able candidates clearly understood the determinants of price elasticity of demand

in context and provided a coherent chain of reasoning to access top level KAA. They did
not have to cover all the reasons but often covered two in depth, typically the closeness

of the substitute given and the proportion of income spent. There were many strong
answers on this question, with candidates being able to distinguish and give reasons for
the difference in PED. In some cases there was repetition of one reason applied to tobacco
and then e-cigarettes. Less able candidates did not know the determinants of PED and often
started with defining price elasticity of demand but then became confused by covering
determinants which cause shifts in demand rather than determinants of the relative price
elasticity of demand determinants.

In the evaluation for high scoring candidates some behavioural approaches were often used
in conjunction but evaluation typically focused on why the determinant may change over
time, e.g. closer substitutes or changes in price often using Figure 1. Top level evaluation
made use of the context and provided a clear chain of reasoning, typically completed within
two separate evaluative points. Full marks were not always accessed when the answer did
not consider the broad elements of the question.

- (7} \ ke I
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(e) With reference to Figure\L assess the Iikelgreasons for the difference in price

elasticity of demand for obag:co cigarettes and e-cigarettes.
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4chng.. o nganlty

15 out of 15 marks awarded.

A confident start was made by concisely defining price elasticity of
demand and using the data to identify relative elasticity. This was
then followed by a well-structured paragraph on addictiveness

of nicotine in tobacco cigarettes linked to it becoming habitual
compared to e-cigarettes (Level 3+ KAA). The chain of reasoning
was then well balanced with Level 3 evaluation explaining the

lack of information linked to how as a new product e-cigarettes
may become more addictive over-time (Level 2 EV). The use of
data to compare the proportion of income taken up by the two
products was then well analysed in context (L3+KAA). The final
paragraph then critiqued this by questioning the PED measures
and computational problems for consumers in comparing the two
products (Level 2 EV). Overall it achieved top Level 3 KAA marks
and Level 2 evaluation as an assess question and also achieved
top Level 3 evaluation as a discuss question.

A
Q ResultsP
Examiner Tip

A well-structured 15 mark response will enable you
to more fluidly link knowledge and understanding in
context using relevant and focused examples which
are fully integrated into one paragraph. This will then
enable you to provide linked evaluation to a similar
standard. Ensuring the evaluation is balanced and
covers the broad elements of the question in depth.

us
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NAS AT
(e) With reference to Figure 1, assess the likely reasons for the difference in price
elasticity of demand for tobacco cigarettes and e-cigarettes.
(15)
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9 out of 15 marks awarded.

The initial paragraph defined PED and explained relative price elasticity. The
next paragraph obtained a low Level 3 response in looking at the addictive
nature of tobacco cigarettes as price inelastic. Whilst the next paragraph
started with ‘however’ it covered a separate analytical point regarding health
concerns for e-cigarettes to a Level 3 standard. The next page attempted

to look at a second factor regarding price-elasticity but linked addiction to
habitual behaviour locking in the earlier Level 3. There was a possible separate
low Level 2 coverage of brand loyalty. Again the next paragraph whilst
beginning with ‘however’ was not convincing as evaluation. The use of the
data comparing the price did not go far enough in explaining a clear reason
for the different price elasticities, scoring a low Level 1 KAA. The coverage of
inferior goods was wrong but the end of the paragraph was worthy of Level
1 evaluation. The diagram and its explanation achieved Level 1. Overall the
response achieved Level 3 KAA and Level 1e - evaluation, resulting in 8 + 1e.

¢ ResultsPlus

Examiner Tip

It is worth planning out your response so that

your evaluation offers critical thinking supported
by chains of reasoning and appropriate reference
to context to achieve top level evaluation. Writing
however does not guarantee you evaluative marks.
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Question 6 (f)

The question required candidates to evaluate the possible advantages of a free market
approach to cigarette consumption. The question was significantly less popular than

6(g) and had more polarised responses. Candidates were expected to draw on their own
understanding of a free market approach and were aided by the data in Extract B. Top Level
3 or 4 responses provided well-structured balanced responses with often some evidence

of planning. They made effective use of the data in Extract B in particular and applied free
market theory to non-governmental solutions using market forces, typically covering signals,
rationing and incentives. Diagrammatic analysis was not required but when used was
accurate and well explained with a solid chain of reasoning. More able answers referred to
the substitution effect happening between tobacco and e-cigarettes and made references
to utility. Hardly any candidates made a direct reference to Adam Smith or Hayek but their
ideas were often implicit in the candidates writing and this was to be expected and awarded
a high level. Level 4 answers often drew, in a sophisticated manner, from the broad Theme
1 specification to provide logical chains of reasoning. A key differentiator was the quality

of knowledge and understanding of free market approaches, often carefully applied
through logical and clear chains of reasoning. Level 2 answers tended to use basic and
generic supply and demand analysis or changed the focus of the question to government
intervention.

Evaluation tended to concentrate on information gaps or the role of government to prevent
consumers being exploited and protecting third parties against passive smoking but could
often be generic or common-sensical resulting in Level 1 evaluation. Level 2+ evaluation was
placed in context and developed with a good chain of reasoning. Best uses of substantiated
judgement were sustained throughout in candidates’' responses as they made effective use
of positive economics to make judgement calls answering the question by weighing up the
free market approach to come to a clear answer to the question set.

EITHER
(f) Evaluate the possible advantages of a free market approach to cigarette
consumption.
(20)
OR
(g) Evaluate the impact of government intervention in the cigarette market.
(20)

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: Question 6(f) & Question 6(g) £

Write your answer here:
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Examiner Comments

<%ZResults@Ius

20 out of 20 marks awarded.

The candidate started by defining free market and after making a confused
comment about ‘publicly owned’ provided an accurate definition which

was also implicit throughout the essay. The first advantage they focused

on was the incentive effect for firms and consumers. The paragraph was
well-structured, demonstrating a logical and coherent chain of reasoning

in context to a Level 4 standard. The evaluation provided a case for
government intervention against the free market which was valid and in
context. The second advantage of having a free market was it makes it
easier for consumers to switch; there was precise use of theory and focus
on context fully integrated to earn top Level 4 (14 KAA). Evaluation was then
linked to the need to regulate to prevent consumers switching to unhealthy
products and the need to quit to a Level 3 evaluation. The conclusion locks
in Level 3 evaluation as it offers a substantiated judgement.

Examiner Tip

By carefully structuring your response it is easier to
then offer a sophisticated approach to developing a
coherent argument in depth and in context.
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adv L Cergomers— €FFrament allotafyon
EITHER -

(f) Evaluate the possible advantages of a free market approach to cigarette
consumption.

(20)
OR

(g) Evaluate the impact of government intervention in the cigarette market.
(20)

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 5 and then indicate your new question with a cross 4.

Chosen question number:  Question 6(f) X Question 6(g) [
Write your answer here:
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8 out of 20 marks awarded.

The candidate started with a clear definition and moved on to the first advantage of
considering the incentives to firms. This was not explained carefully or in context but there
was elements of knowledge and understanding to achieve low Level 2. They then go on to
attempt to evaluate by saying the lower cost was not assessed on to consumers but the
reason for this was not explained nor was there context, thus achieving a low Level 1 EV.

The second advantage provided was consumer sovereignty but this seemed to build on the
incentive argument for firms already covered although there was better context here, the
response achieved a Level 2 KAA. The attempt to evaluate did not answer the question so was
not awarded. Overall they achieved L2 KAA (6 marks) plus Level 1 evaluation (2 EV) = 8/20.

OO ResultsPlus

Examiner Tip

The structure is sound but it is essential to use
theory and data to ensure you carefully explain
it and link your evaluation back to the question.
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Question 6 (g)

The question invited candidates to evaluate the impact of government intervention in

the cigarette market. This was by far the most popular essay choice and the majority of
candidates were able to explain policies and evaluate to a good level. There was much
evidence in the data which gave candidates an opportunity to analyse and evaluate possible
types of government intervention. Most frequently offered answers were taxation (although
often not specified what tax), subsidies (whether of information or for e-cigarettes) and
minimum pricing. The most able candidates explained the impact of taxing cigarettes and

in most cases moved on to discuss the effects of a minimum price making effective use of
mostly Extract A enabling them to access Level 3 and above. Some candidates considered
bans in public spaces or subsiding e-cigarettes or nicotine patches. High Level awarding was
available for those able to structure their answer and make effective use of the information
and accurate well-labelled diagrams where appropriate. Tax and minimum price were
usually applied diagrammatically and explained linking to effects on consumption, producer
and consumer tax burden, surpluses and effects to consumers. A number of candidates
confused minimum and maximum prices and also confused buffer stocks. There was clear
differentiation in approach from basic diagrams showing a shift inwards in supply or a
minimum price without the surplus identified to fully labelled and annotated diagrams.
More candidates would benefit from fully explaining their diagrams. Often candidates
illustrated an exkternal cost diagram but did not always succeed in linking it to the question
set.

Evaluation was often critical of government intervention as ineffective given the price
elasticity of demand in the short run or considered it as more effective in the long run

if they had already used price inelasticity as part of their analysis typically on taxation.

The other main methods of evaluation was considering the unintended consequences of
encouraging the hidden economy and missing information on external costs to accurately
impose a socially optimum tax. Top level evaluation made effective use of data discussing
causes of government failure. Often evaluation was very narrowly focused on unintended
consequences focusing on smuggling and thereby not enabling candidates to access Level
3e. Effective sustained judgement balanced government failure against the need for further
research and reforms in government intervention and attempted to use positive economics
to make the judgement call.

EITHER

(f) Evaluate the possible advantages of a free market approach to cigarette
consumption.

Pi dreplaw o (20)
faan v
OR * v etare] S '
eV Goverawlnd recluigel = ur'-.\.tgko-kcé-__u
CEONS - rl o
(g) Evaluate the impact of government intervention in the cigarette market.
T’@ (20)

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: Question 6(f) [ Question 6(g) &

Write your answer here:
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XZExammer Comments

20 out of 20 marks awarded.

The candidate started by defining government intervention and decided to focus
on the main form of intervention in the cigarette market, ad valorem tax. This was

a valid approach as the question did not ask for different methods. The first impact
they focused on was internalising the negative externality. The paragraph was well-
structured, demonstrating a logical and coherent chain of reasoning in context to

a Level 4 standard. The diagram was to a Level 2 standard as it would have been
good to see the tax incidence correctly labelled, consideration of the burden and
integrated into the answer. The evaluation though does link back to the effectiveness
of the tax in internalising the externality in context to a Level 3 evaluation standard.
The second impact considered was the use of the tax revenue being hypothecated
to subsidise e-cigarettes and an educational campaign; there was precise use of
theory and focus in context fully integrated to earn top Level 4 (14 KAA). Evaluation
was then linked to the questioning of how much tax revenue would be raised due
to the hidden economy and that the negative externalities could be larger due

to unintended consequences of government failure (Level 3 EV). The conclusion
locked in Level 3 evaluation as it offered a substantiated judgement focused on the
effectiveness of the tax depends on how much tax revenue was raised.

A

Examiner Tip

By linking together precisely and coherently different
concepts in context you are more likely to access top level

marks in KAA and EV; this candidate exemplifies this.

GCE Economics A 8ECO0 01

49



50

(f) Evaluate the possible advantages of a free market approach to cigarette

consumption.
(20)

(g) Evaluate the impact of govemhent intervention in the cigarette market.
(20)

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: Question 6(f) [ Question 6(g) X
Write your answer here:
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%Results lus
Examiner Comments

9 out of 20 marks awarded.

After defining government intervention the first impact considered was a basic analysis
of supply shifting left and not in context, achieving Level 2 KAA. This was then evaluated
well in considering how it could lead to smuggling and whilst it may access low Level 3
evaluation it lacked balance. Another government measure considered was a minimum
price but the impact of reducing consumption was not integrated with the incomplete
diagram, again achieving Level 2 KAA. Unfortunately the evaluation that then followed
repeated the earlier point about smuggling so couldn't be awarded and became confused
at the top of the last page. The conclusion mainly repeated earlier points but there was
some application in considering cancer to possibly obtain Level 1. Overall the response
achieved Level 2KAA and Level 3Ev - NB (Not Balanced) resulting in 5 & 4e = 9/20.

us

A
@ ResultsP

Examiner Tip

It is important you focus on the key part of the question,

in this case the impact of government intervention rather
than describing government policies. Ensure your diagrams
are carefully labelled and integrated fully into your answers.
Finally to avoid repetition a rough plan at the start can help.
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Paper summary
Based on candidate performance on this paper, the following advice is offered:
Section A: multiple choice and short questions

* Practice timings for Section A with a sharp focus on concise applied 3-mark responses
with linked development.

+ Ensure you have revised the full specification for Theme 1 thoroughly, including the
quantitative skills.

* Accurately define or if possible illustrate the key economic term(s) used in each
question, for example, excess supply and excess demand.

+ Be prepared to annotate the diagrams presented in the questions, for example, new
equilibria points in Q3(c).

+ Be prepared to draw diagrams when relevant to the question and make sure these are
properly labelled and explained in the text, for example, changes in excess supply in
Q4(a) or lower maximum price or just maximum price diagram in Q5(a).

+ Always refer to the information provided or data you have manipulated for example,
opportunity cost data shows one is small compared to gains made in Q1(a) or more
affordable higher education places extending candidate demand in Q5(a).

* Read the question carefully, for example, using marginal analysis in Q1(a).

+ Best practice is to show the workings involved in calculation questions as marks are
available for this, for example Q2(b), but make sure your overall answer is clear.

Section B: data response questions

* Ensure diagrams are accurately drawn and used to answer the questions set. For

example, in answering 6(a) the revenue and its change was sometimes ignored despite it

being central to the question. By focusing on fully labelled diagrams this will encourage
candidates to draw Level 3 diagrams which when fully explained in context may access
Level 3 responses as in 6(g).

+ Focus on logical chains of reasoning that explain your knowledge and evaluation
whilst applying theory and data in the levels-based questions. Quite often candidates
move from definitions and a brief explanation of an economic issue straight into thin
evaluation or provide a long list of points each evaluated in turn but lacking coherence
and depth. This, and a lack of structure was mostly evident in the essays and may be
due to time constraints. The need to practice full papers under timed conditions is
essential in planning schemes of work.

+ The 10 mark questions may be answered by one substantial point fully explained in
context and then one linked substantial piece of evaluation, depending on the question
set.

+ Offer continuous judgement making extensive use of positive economics as you respond

to the essay-based optional question.

+ Clearly identify which essay you have chosen by placing a cross in the correct box.
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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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