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 Introduction 

    General observations 

     The paper was accessible in particular in the data questions, but much evidence suggested that the 
SCQs were more demanding than in earlier papers, and testing previously untested areas meant that 
there was little ‘repeated’ material. 

     In general, the performance did not appear to be as strong as January 2010 and although exam 
technique was largely strong, basic economic understanding was lacking in answers below 32/72 and it 
is not felt that the E grade should go far below this.    Even the weakest answers scored 16/32 on SCQs 
owing to the knowledge and knock-out marks, and a further 16 marks on data could be earned easily 
because of the extremely accessible data. 

     The A grade similarly should not go below 55/72 because at this level there are serious fl aws in 
understanding the essential diagrams and concepts, and evaluation is fairly superfi cial. 

     

Popularity of questions 

    Online, the ratio  question  9:10 was 2:1 and the mean for questions 9 and 10 were very similar. 
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Question 1 
    This was a good ‘opener’ and many candidates could use the explanation to demonstrate a high degree 
of knowledge. A good approach is to explain the role of the regulator, and apply the concepts of 
increasing competition to the context, for example the possible increase in competition and consumer 
surplus, or a possible decrease in prices. The most common distracter was D, and many candidates 
 assume  that limit pricing is illegal. 

     

Examiner Comments

Role of CC (1)
More competitive (1)
NB Max of 2 marks as wrong key selected.

Examiner Tip

Always explain the role of the competition 
authorities, and be careful to note context - be it 
CC, ECC or Federal Trade Commission.
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Examiner Comments

Role of CC (1)
More competition (1)
Lower price (1)
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     Question 2 
    The diagram was useful in many cases, demonstrating that many assumed the ZYWX area was 
profi t (distracter A).    The other options also attracted many respondents, and the question was 
clearly effective in revealing misunderstanding of the concept of profi t maximising and equally loss 
minimisation.    In the context of worldwide pressures on businesses, this question seemed particularly 
apposite. 

      It is useful in questions that mention profi t maximisation to start the answer with MC=MR, and to 
identify the corresponding output level on the diagram. 
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Examiner Comments

Here MC=MR is found, and there is an explanation that the fi rm 
covers AVC.  The long run scenario is identifi ed, when all costs 
are variable - in which case the fi rm would not remain in business 
if all else remained equal.

Examiner Tip

Use the diagram!
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Examiner Comments

Firm is covering its variable costs (1)Firm 
is making a contribution towards fi xed 
costs (1)

Examiner Tip

Be careful to shade the area of contribution correctly 
- this exemplar demonstrates how not to do it.
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Examiner Comments

1 + 3
An effective answer.

Examiner Tip

Knocking out incorrect options scores a mark, but 
you must be specifi c about the item knocked out, 
and give a reason using economic analysis.
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    Question 3 
   A good deal of elimination and guesswork was employed in answering this question.    A surprisingly 
large number got the correct key but could not fi nd an economic rationale. 

     MR=0 is a good way to start a revenue maximisation question. 

  

Examiner Comments

There is a sense, in the explanation, that not selling 
the fl owers incurs a cost.  While this was not necessary 
for the full marks, this was an acceptable approach.

Examiner Tip

This diagram earns an automatic two 
marks, because MR ties up with TR max.
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Examiner Comments

Defi nition (1 mark) Diagram shows AR and MR the wrong 
way around (0 marks) Knock out of D predatory pricing 
is valid although not very thorough and only scrapes this 
mark (1 mark).

Examiner Tip

When discussing predatory pricing, it is 
advisable to stress P<AC in the short run, 
and the long run rise in prices.
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    Question 4 
    The main distracters were B and E, with many answers confused by the negatives.    Some thought the 
demand for stamps was price elastic so a fall in price would increase sales which contradicted the ‘£3 
million items a day’ reduction in the stem.    Many crossed out the correct answer (D) and replaced it 
with E, again confused by the negatives in the question, perhaps. 

Examiner Comments

Total costs fell (1)
Nothing else in the answer is helpful, and it is unwise 
to make comments that are not relevant.

Examiner Tip

Use all the parts of the question - the fall in revenue, 
the increase in profi ts of 4%, and link these to what 
must be an outweighing fall in total costs.
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Examiner Comments

 1 for defi nition of profi ts  
1 for fi rm reduces costs
  1 for costs fell more than proportionally 

Examiner Tip

Here the information in the stem is 
useful very effective.
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 Question 5 
    The question was effective in drawing out good knowledge of the RPI-X + K application in the water 
industry.    Many answers started with a good understanding of the role of the regulators, their aims and 
ultimately their effects. 

      An effective answer here. 

Examiner Comments

1 for RPI - X
1 for become more effi cient 
1 for investment
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Examiner Comments

RPI - K has sense of investment but not the X for price 
cap (0)
Sense of K for investment (1)
Role of Ofwat (1)
Total 1 + 2 = 3

Examiner Tip

For water regulation, remember there is 
a -X and a +K.  These separate concepts 
earn marks individually.
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     Question 6 
    This was clearly seen as an easy question, and there were many extensive answers, most with a 
calculation of the CR, and other effective use of the data. 

Examiner Comments

 1 mark for knock out of C acceptable 
  1 mark for role of competition commission 

Examiner Tip

Use the data!  Here you can calculate 
the concentration ratio.
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Examiner Comments

Reason for IE market share will decrease is convincing (1)
B and D knock outs are valid (2)

Examiner Tip

Knocking out answers is an effective policy, 
but you must be specifi c about which letter 
you are knocking out, as here, ‘Not D - etc’.
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       Question 7 
    The concept of tacit was not fi rmly understood.    Many answers include a pay-off matrix, but the top 
right and bottom left boxes were often incorrect, or there was insuffi cient labelling to ascertain a 
collusive strategy, e.g. both charge a high price. 

Examiner Comments

1 for defi nition of oligopoly
1 for long run equilibrium (prisoners dilemma) 
Pay-off matrix does not show strategy

Examiner Tip

This pay-off matrix does not show the price 
strategy for the fi rms.  Detail is so important!
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Examiner Comments

  1 + 2 
Tacit collusion can be described using the ideas of price 
leadership, but this is only part of the story.  Tacit means 
'unspoken', and there are many forms it can take, some of 
which are legally acceptable, and some of which are not. 
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 Question 8 
    The understanding of PFI or PPPs was rarely convincing, and often thought to be privatisation or a 
cost-saving measure!    Question B was often knocked out as the incorrect answer. 

      This is a good, effi cient answer. 

  

Examiner Comments

 Defi nition of PFI (1)  
Defers government payment (1)  
By charging them rent (1) 
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Examiner Comments

 More money to spend on other activities (1) 
 Repeating the key does not add any marks 
and the effi ciency of the public sector is not 
justifi ed. 
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 Question 9(a) 
    Most could identify they type of integration, but the use of data was very weak. 

            

 

    

 

Examiner Comments

 2 + 1 ap 

Examiner Tip

You must make as much use of the data as 
possible in the part (a) of the data questions.
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Examiner Comments

 Theory 2 marks
  Application reference to fl ights and cutting costs 2 marks 
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Question 9(b) 
     Many candidates scored 4 marks or fewer out of a possible 8.    The majority of candidates were able to 
provide two suitable reasons and wrote about them at length (although only two marks were available 
for providing the reasons).    Most candidates considered the demand side and the best candidates 
described and illustrated both demand and supply impacts.    Diagrams were mostly provided, but many 
candidates simply drew a loss being earned and ignored the demand/supply shift, and a signifi cant 
minority used simple supply and demand diagrams.    Some used economies of scale diagrams, which 
could earn a mark for showing the fall in costs, but were ineffective in showing the loss area. Many 
candidates described the analysis in detail but failed to provide any evaluation.    Those who did 
evaluate often only provide one evaluation point worth two marks. 

       This is a typical answer, in that the majority of the answer is focused on identifying reasons, and the 
evaluation is left until the very last line. 
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Examiner Comments

2 reasons
1 diagram mark - loss area shown, but no shift
1 evaluation attempt at the end
 Total 4/8 marks

Examiner Tip

Remember that 50% of the marks are for evaluation, for 
all the data response questions (except the 4-marker, 
where 50% of the marks are for application).
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The better answers wrote succinct answers that identifi ed more than one reason (for 2 marks), 
included a diagram showing a loss-making shift in AR & MR and/or in AC & possibly MC (for 2 marks), 
and went on to incorporate some valid evaluation (for up to 4 marks).  

       Common weaknesses were failure to include a supporting diagram (although specifi cally required 
by the question and for which 2 marks), and/or spending too much time and space explaining likely 
reasons (for which only 2 marks) at the expense of any evaluation (for which up to 4 marks). 

       Although the costs of negotiating the merger might reasonably have been cited as having increased 
Iberia’s costs, not a few answers confused the timeline and assumed the merger had already taken 
place, thus incorrectly arguing that post-merger integration problems, diseconomies of scale, or BA’s 
existing losses were the cause of Iberia’s loss. 

       It was disappointing that many of the answers who did offer diagrams seemed unable to do so 
accurately and clearly.     Although this did not directly affect the marks, MC often failed to cut AC at 
its minimum.     More worryingly, output was not drawn where MR=MC, and profi t and loss areas were 
commonly misidentifi ed. 
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Examiner Comments

 Here there are two evaluation attempts, but they are very brief. 
 Total 6/8 
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Question 9(c) 
       Generally, this question was answered well.    The concept of contestability was understood well, 
with very few candidates confusing the term with competition.    A range of factors were considered 
demonstrating a good understanding of the concept.    Few candidates described limit pricing.   
 Evaluation was strong for this question.    Candidates made use of the text (landing slots) and their 
general knowledge of the airline industry (more planes available to lease).  

             There were many sound answers that correctly defi ned ‘contestability’ (whether explicitly or 
implicitly) and, mostly, - although some found other valid lines of argument - explained and evaluated 
the likely effects on contestability of increased economies of scale and of the possibly increased risk 
of collusion. 

       Arguments as to increased market share / market power were not always convincingly related to 
contestability. 

       A few – even some who had parroted an acceptable defi nition of contestability – disastrously confused 
contestability with competitiveness and, so, generally earned very few marks if any. 

       Mostly, the parts of the text referring to the possible BA/Iberia link with American Airlines were 
carelessly read and/or poorly understood, and few were able to use them to develop convincing 
arguments - although some did correctly identify that, if BA were to accept a requirement to give 
up slots at Heathrow, that would represent an increase in contestability.     Although clearly fl agged 
in the text as an American protectionist stance, the 25% limitation on foreign ownership of an 
American airline was commonly confused with the 25% market share guideline of the UK Competition 
Commission or of an American equivalent:     mostly, such answers were writing about competitiveness 
rather than contestability anyway. 

       A few answers, including some who had reproduced acceptable defi nitions of ‘contestable’ and who 
did show some understanding of the concept and arguments involved, still had diffi culty in deploying 
the terms ‘contestable’, ‘not contestable’, ‘more contestable’, ‘less contestable’ reliably - sometimes 
(though rarely consistently so) giving them the exact opposite of their correct meanings. 

       Although not usually to any detriment in terms of marks, a number of answers mislabelled differing 
economies of scale - fi nancial and commercial economies being the labels most commonly confused. 
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Examiner Comments

 KAA 6 - 3 fair points including a defi nition
  Eval - 3 attempts are valid 2 + 1+ 1 - two 
for low costs airlines, one for brand 
loyalty and one for the cost of merging. 
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Examiner Comments

Market share and consequently market power (2)
Economies of scale (2) application of types of 
economies cannot be awarded because answer 
refers to 'more contestable' not less
Eval using kinked demand (2)

Examiner Tip

Note that Sweezy’s kinked demand curve can earn 
marks, but it is not necessary for full marks - game 
theory is always suffi cient, if used correctly.



33

GCE Economics 6EC03 01

      Question 9(d) 
       This question was answered well.    Candidates drew upon points in the text for analysis and 
evaluation.    Most candidates provided four separate benefi ts and some provided more analysis than 
what was required.    Candidates indicated    a strong understanding of the benefi ts/costs of mergers but 
did not always develop points suffi ciently    and/or provide a suffi cient number of points.     

             Although a few answers had run themselves too short of time, most were able to identify, explain and 
evaluate a suffi cient range of benefi ts. 

       Many successfully identifi ed benefi ts to the merging fi rms themselves - usually in terms of one or more 
economies of scale, of rationalisation, of market share, and of possible collusion - but others equally 
successfully considered benefi ts to a range of stakeholders. 

         [The fi rst of these approaches is likely to have involved not a little overlap between answers to 9c) 
and to 9d).] 

         Again (as with 9c), although not usually to any detriment in terms of marks, a number of answers 
mislabelled differing economies of scale - fi nancial and commercial economies being the labels most 
commonly confused. 
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Examiner Comments

 The evaluation is condensed into the last 10-12 
lines, and while valid, it does need to go further 
and deeper. 

Examiner Tip

 Spend 16 minutes on the 16 mark question 
- and remember that half the marks are 
evaluation so don't cram this in an off 
minute at the end, as in this answer. 
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Examiner Comments

KAA 8: best four
2 buying power
2 lower prices
2 able to compete with low cost
2 more access 
2- save on transatlantic routes
No evaluation awarded
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 Question 10(a) 
   An effective question, with only a few not being able to identify a trend and use the data to back this 
up. 

    

 

    

Examiner Comments

 The trend for falling sales is 1 application mark  
The sense that not all newspaper saw falls in sales 
from 2005 to 2009 is 1 application mark  
Reasoning is 2 out of 2 marks 
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Examiner Comments

 1 application mark for decreasing sales
  1 +1 more people going online to read articles for free 

Examiner Tip

 Use the fi gures in the data. 
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 Question 10(b) 
       This question proved diffi cult for many candidates suggesting that candidates did not really understand 
which concepts to apply to the answer.    Most candidates argued that the newspaper fi rms would leave 
the industry.    The best candidates described the shut- down point in the short run and drew a suitable 
diagram.    Many candidates, however, did not describe this point and often diagrams were drawn to 
illustrate a loss with no AVC curve present.    Evaluation was not very strong.    Evaluation points were 
often insuffi cient in number and insuffi ciently explained. 

             A few strong answers analysed the market trends and assessed whether they might lead to subnormal 
profi t often supporting the analysis with appropriate diagrams. 

         Better answers sometimes identifi ed the fact that falling circulation would likely lead to a loss of 
advertising revenue as well as to the loss of sales revenue. 

         Also, better answers were able to identify that the decline in sales volume documented in Fig. 2 was 
slowing and with the FT actually showing a small recovery. 

       Some answers shrewdly sought to distinguish between the stronger and weaker printed papers, but 
several amongst them had some unconvincing prejudices concerning which were which – often at odds 
with the data in Fig. 2. 

       Most answers chose to show some awareness of P >  
< AVC issues and usually attempted relevant diagrams.    

 However, very few were clear that P<AVC requires  immediate  shutdown but that ATC>P>AVC still 
requires continuing production  in the short run  in both cases to minimise loss / maximise subnormal 
profi t - and contribution was a concept very rarely mentioned.     Similarly, very few seemed aware that 
all costs are variable in the long run, and that, even if P>AVC, P<ATC means failure to earn normal 
profi t and will still lead to shutdown in the long run. 

       A few answers seemed to think that only supernormal profi t would be enough to keep a fi rm in 
business in the long run. 

       It is a limitation of the basic economic model that it considers only profi t or loss whereas, in the real 
world, it is cash fl ow not profi t or loss that determines whether a fi rm can remain in business in the 
short run.     Those studying Accounting or Business Studies as well as Economics ought to have been 
aware of this, but none seemed to be thinking outside the box for the subject examined here. 

         As with 9b), it was disappointing that many of the answers who offered diagrams seemed unable to 
do so accurately and clearly.     Not usually disastrously so, MC often failed to cut AC at its minimum.    
 More disastrously, output was not drawn where MR=MC, and profi t or loss areas were commonly 
misidentifi ed.     Contribution areas were not attempted at all. 
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Examiner Comments

Full marks here.
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Examiner Comments

The following KAA marks are for arguing that the fi rm will not 
shut down
2 for fi rm can cover AVC ,1 for diagram showing contribution to 
fi xed costs
Evaluation marks are for arguing that the fi rm will shut down 
AND other evaluative comments, 2e long run shut down, 2e for 
the switch back to printed newspapers

Examiner Tip

A diagram can add marks even when not 
specifi cally requested.  Make sure you 
use AC MC AR and MR, not D and S.
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     Question 10(c) 
       The concept of contestability was understood but suitable analysis points were not always identifi ed 
and developed suffi ciently.    There was little reference to the data and often the relevant data piece 
was identifi ed but no explanation of what the data indicated was given.    Candidates struggled to 
provide a suffi cient amount of evaluation, while many candidates provided no evaluation.    Overall, 
this question proved diffi cult for candidates. 

             As with 9c), there were many sound answers that correctly defi ned ‘contestability’ (whether explicitly 
or implicitly), and, here, these mostly assessed set-up costs sometimes including branding. 

       Fewer answers than with 9c) made the disastrous mistake of confusing competitiveness with 
contestability. 

       A number of weaker answers mistakenly took the data on advertising in Extract 1 to refer to sunk 
costs rather than revenues.     The data on willingness to subscribe online and on brand loyalty online in 
Extract 2 were commonly misunderstood.     It was not uncommon for answers to lose sight of whether 
the data referred to online or to printed newspapers with damaging consequences for their line of 
argument. 

         As with 9c), a few answers, including some who had reproduced acceptable defi nitions of ‘contestable’ 
and who did show some understanding of the concepts and arguments involved, still had diffi culty in 
deploying the terms ‘contestable’, ‘not contestable’, ‘more contestable’, ‘less contestable’ reliably - 
sometimes (though rarely consistently so) giving them the exact opposite of their correct meanings. 
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Examiner Tip

Crossing out work is not always advised - the 
marker will mark positively (adds marks, not 
taking away) so you will not lose marks if you 
make a mistake.
Try to make your answer tidy, and avoid asterisks 
and non-sequential answers.  It makes the 
argument hard to follow.

Examiner Comments

KAA
1 for the defi nition, 2 for higher sunk cost for printing, 
2 for ease of entry for online fi rms
Ev 1 ev for online news fi rms require costly technology
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Examiner Tip

The terrible spelling in this answer is off-putting 
for the marker, and from all the crossings out, it 
clear the students writes before thinking.  The 
answer would earn the full KAA allocation on a 
shorter response, and if there had been more 
thought involved the full evaluation marks might 
well have been awarded.

Examiner Comments

2 KAA costs of printing machinery
2 KAA managerial effi ciency 
2 KAA for low costs of on line entry
ev 2 ev high costs for on line entry employ specialists 
2 ev BBC brand loyalty
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      Question 10(d )
      This question was answered well.    Candidates demonstrated a good understanding of the available 
price and non-price strategies, but sometimes failed to develop explanations.    A number of errors 
were made such as the explanations of predatory pricing and limit pricing being the wrong way round, 
and a number of candidates did not link limit pricing and revenue/sales maximisation to increased 
profi tability.    Most candidates provided some degree of evaluation, but some resorted to undeveloped 
comments, straying away from the concept of profi tability.    A signifi cant number of candidates 
considered the kinked demand curve theory and game theory in reference to both price and non-
pricing policies, but more often the analysis used to develop non-pricing policies was weak and could 
have been produced without having read an Economics textbook. 

            Only a few answers had run themselves too short of time, and most were able to identify, explain and 
evaluate a suffi cient range of strategies. 

         Very few answers failed to consider both price and non-price strategies and    suffered the marking cap 
involved. 

      However, not a few answers unthinkingly rehearsed limit pricing, and/or revenue and/or sales 
maximisation – all strategies which  reduce  profi tability in the short run and, at least with limit pricing 
and, depending on motivation, with the others too, in the long run as well    – but without giving any 
indication of how the strategy might increase profi tability in the long run or, say, with limit pricing, 
increase profi tability compared with what might otherwise have been the case, and, so, without 
actually answering the question set. 
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Examiner Tip

Only use a pay-off matrix if you can refer to it, and 
show the short-run advantages of non-collusion.

Examiner Comments

This is an exceptionally good answer, 16/16.  There is evaluation 
all the way through the answer.  The pay-off matrix is used well, 
clearly showing the price options and the consequent outcomes 
for fi rm A and fi rm B.  If anything, the answer goes too far into 
game theory, and only simple game theory is required. 
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This answer has many ideas, but only one of the six concepts suggested properly developed.  Only four 
factors are awarded in a 16 mark question, at most. 



54

GCE Economics 6EC03 01

Examiner Tip

The allocation of marks is now very standard and there is a clear 
pattern in the way marks are awarded.  Long lists of points are not 
going to do well.  Stick to at most four points, and develop them fully.

Examiner Comments

5 KAA: 1 mark for quality, 1 mark for advertising, 2 marks for 
branding, 1 mark fo lower cost (BOD lower price)
3 evaluation marks:1 ev diffi culty to build up loyalty, 1 ev 
branding might not work, 1 ev not covering cost of production
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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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