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Introduction

The paper appeared accessible to the vast majority of candidates and differentiated
effectively between the qualities of responses. The mean score was similar to the previous
June series. The standard deviation was also similar.

It was pleasing to note a good standard of responses and there were a significant number of
sophisticated answers which scored very high marks. There were very few candidates who
could not answer some of the questions on the paper.

Most candidates completed the paper in the time available though some still

struggled developing their answers at the end despite a reduction in the number of data
response sub-questions from 6 to 5 parts. It is crucial that candidates practise past unit
1 papers under timed conditions to strengthen their skills.

The performance of individual questions 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 on how to improve further.

Section A: supported multiple choice questions

Most candidates find this method of testing highly accessible. The mean score for

the supported multiple choice questions was slightly lower than in the June 2010
examination. This appears to reflect a more challenging set of questions, particularly Q2
(operation of the price mechanism) and Q5 (division of labour) which recorded the lowest
mean scores. However, the quality of answers to the market failure questions (Q7 and Q8)
was significantly better than in previous papers.

The key to success involves defining the main concept(s) in the question (awarded 1 or

2 marks) 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, Q4, Q6 and Q7. In addition, Q2 and Q3 offered scope for candidates to introduce
diagrammatic analysis as a means of demonstrating their knowledge and understanding
of the issues at hand. One should remember that the foundation of this paper is the
understanding of the price mechanism model and its limitations. Any opportunity to apply
this model should be undertaken.

In order to maximise candidate performance it is possible to achieve the full three
explanation marks even when selecting the incorrect option. This tended to occur
occasionally but more so in Q3 (income and price elasticity of demand for milk and cheese)
and Q4 (change in producer surplus).

Some candidates attempted to gain marks by eliminating incorrect options. Up to three
marks are available for successfully eliminating three incorrect options (providing that

three separate reasons are offered). There seemed to be an improvement in the rejection
technique compared to previous examination series. It requires candidates to explicitly state
the option key being rejected and then to offer an appropriate explanation. However, some
candidates still fail to identify the incorrect option key and so not alerting the examiner to
their rejection.

Several examples of how to successfully eliminate incorrect options are provided in the
following candidate responses. A certain skill is required for this and it is important to
practise the technique. The mark scheme also offers guidance on how to reject incorrect
options.
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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

The data response questions have a substantial weighting for evaluation marks (16 out

of 48 marks). Consequently, it is vital that candidates make evaluative comments when
required by the question. A 14 mark question will comprise 6 evaluation marks and a 12 or
10 mark question will comprise 4 evaluation marks.

Attention should also be directed to the quality of written communication (QWC), especially
in those questions identified by an asterisk in the question paper. Here, candidates should
attempt to develop a coherent argument and take into account grammar and presentation.
Although no explicit marks are awarded for QWC, it forms part of the overall impression that
examiners take into account when awarding marks.

Both data response questions were accessible to candidates. Q10 (Copper prices) was

a marginally more popular choice with 54% of candidates selecting this, compared

to 46% choosing Q9 (The National Health Service). The mean scores for these

guestions suggest the questions are comparable in terms of the demands placed upon
candidates and in the marking process. The reason for the slightly higher mean score in Q10
appears to be greater familiarity with external costs (tested in Q10e) compared to private
and external benefits (tested in Q9d).

Finally, an attempt has been made to break down and justify how the marks were

awarded in the candidate responses used in this report. One should note however, that

the answer to each question is really considered in its entirety rather than relying soley
upon a mechanical breakdown of individual points. The latter exercise is for the benefit of
candidates and teachers reading this report as to how the mark scheme is interpreted in
practice. The examiner develops an impression of the quality of each response and uses the
mark scheme as a guide to award marks accordingly.

4
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Question 1

Overall, this question was well answered and it provided a gentle introduction to the paper.
The majority of candidates selected correct option B and proceeded to define a positive
economic statement (as well as a normative economic statement) to secure 1+1 marks.

A further 14+1 marks was available for direct application to the two statements on cigarette
taxes. The main reason for not achieving full marks was a failure to make use of at least
one of the statements.

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: In the March 2010 Budget the Chancellor of the Exchequer announced
a tax increase on a packet of cigarettes of 2 per cent above the rate of
inflation for each year between 2011 and 2014,

Statement 2: Tax now forms more than 75% of the price of a packet of cigarettes.

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

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

D Both statements are normative.

Answer g,

Explanation

GCE Economics 6EC01 01
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3 out of 3 explanation marks awarded.

Like many sound answers, the candidate defines the
key concepts of positive and normative statements
(1+1 marks). A further 1 mark is achieved by applying
directly to the two statements on cigarettes taxes.

Q. posihve., sbokement. 15 one  Hhak 1S bosed oo
S0ck..ond. s con.. be . groved.  nght oc.
SNON Qe Stadement L L shakes . ., kax .10 SRASE o Cigace
oS SHY I AN 3 2oV S - WS .- % = S o YN U= N NS UR| NS N -
SO odong wuikh . dbedsemany 2 SToN ng teok . tox

Of. Chgluehes \s. 257 . g Aa oice... Conbadhng W,

Q. fonahwe  stoakeaent o bosed. on . uekoe  juddemact,

g s seen gy oaa g en. i e rostoar oy

Examiner Comments

us

@ ResultsP

Examiner Tip
It is worth defining both positive and normative
economic statements - even when the question
just focuses on one of these concepts. Always
refer to normative statements as those which
include value- judgements (rather than opinions).

6
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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: In the March 2010 Budget the Chancellor of the Exchequer announced
a tax increase on a packet of cigarettes of 2 per cent above the rate of
inflation for each year between 2011 and 2014.

Statement 2: Tax now forms more than 75% of the price of a packet of cigarettes.

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

A Statement 1 is positive and statement 2 is normative
@ Both statements are positive
C Statement 1 is normative and statement 2 is positive x

D Both statements are normative.

Answer B .

Explanation
(3)

{'E“(t(- 1, («{; - NU"‘"‘J“‘N 5{*Jﬁsmev3f;__._.__.@.{zt ......... Tv.__q_]m ___________

Based o the  statemeats  aboy, both e emarts _are Po st

K5 they con b

g\ﬂ ResultsPlus

Examiner Comments
2 out of 3 explanation marks awarded.
The candidate achieves 1+1 marks for defining
positive and normative economic statements.
Unfortunately, no explicit application is made to
the two statements in the question.

Proven b f‘jH 2L 2209 based .en. (‘Hs

OO ResultsPlus

Examiner Tip

Always apply your answer to the information provided in
the question. Simple reference to the tax on cigarettes
and the 2010 Budget as being checked to see whether
they are true or false would have merited full marks.
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Question 2

The price mechanism is at the core of the syllabus and so it was surprising to find many
candidates select incorrect option D, despite this being used in a previous exam series.

The best way to explain the operation of the price mechanism is through diagrammatic
analysis.

'

2 One function of the price mechanism is to:

Encourage businesses to exit a market as price of the goods produced increases
Eliminate a surplus of a good by allowing the market price to fall

Encourage government intervention to set production targets

o N @ >

Maintain price stability.

Answer ® .

Explanation
{3)

TUNS DO OGN TN NS . B A DITRE O LI o PR
BAOEANRN. . A EN - BP0 SIS S AL RN
t\o N =S § I S - S o Q.__smu_q,.x?}..u\&x s R W R\ G ALY o V. WSS\
X OAMCLONEG . LRSS DS, A AN S O R DREM G0

A DA KA S S Co RS NS

.CL\,\.-. QAZ ) A DO et QIOC O NS s
Y. K AL VCNENC): S0 o O B SN S Rosd. ko Pz .

..... e don Q»..'-%\m = SV eV RS- A Y a M mc}m\m&*\s)

| ; e Copas Wloasum K‘_‘J\fh A biens,
QB as P QoA Gy e O ﬂ‘“( Oy Soaplas,

Examiner Comments O =
3 out of 3 explanation marks awarded. S Results—@lus
The candidate explains the price mechanism in Examiner Tip
terms of its role for allocating scarce resources (1 Be prepared to offer diagrammatic
mark) and then eloquently explains how a surplus analysis which directly answers the
is eliminated though an extension in demand and question - namely depicting how a
contraction in supply. This is reinforced by correct surplus is eliminated through a fall
diagrammatic analysis (2 marks). in price of the good in question.

8
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2 One function of the price mechanism is to:
(1)

A Encourage businesses to exit a market as price of the goods produced increases«
B Eliminate a surplus of a good by allowing the market price to fall
C Encourage government intervention to set production targets

D Maintain price stability.

Answer B

Explanation
» (3)

Oneh  unSembue) b cneligen

NS Merkek  Scanomy | gved S
on. hvisible  lhandk €hol  Sets priced . TS Sopply ©ere

Dy

Qv ay quontihy chencuge,
2

(Total for Question 2 = 4 marks)

g\ﬂ ResultsPlus

Examiner Comments O =
2 out of 3 explanation marks awarded. % Resultsplus
The candidate outlines a function of the price Examiner Tip
mechanism in terms of acting as a signal to
indicate changes in supply and demand (1
mark). Reference is then made to a diagram
where supply increases which leads to market
price falling (1 mark). It is almost full marks
but the initial excess supply or surplus must

be shown following the increase in supply.
Alternately, reference to demand extending as
price falls would also have merited a mark here.

Explain the diagram fully and show the
initial excess supply or surplus - so the
question can be directly answered.
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Question 3

Most candidates achieved high marks by selecting correct option D and then defining price
elasticity and income elasticity of demand. Some application to milk and cheese secured the
final explanation mark.

-

3 Estimates of UK income and price elasticity of demand for milk and cheese

Dairy product Income elasticity of demand | Price elasticity of demand
Milk 0.05 (\ oMl 036 Nelastic
Cheese 0.23 (\Jgtmak 035 jnelmafic

Source: httpsy/statistics.defra.gov.uk/esg/publications/nfs/2000/Section6.pdf

From the information in the table it can be deduced that milk and cheese:
(1)

A Are inferior goods with a price inelastic demand
B Have a positive cross elasticity of demand y
C Are inferior goods with a price elastic demand

D Are normal goods with a price inelastic demand.

Answer D
Explanation
_ B0 _ /004 ’
PED .............. /ap ........................................................... YED ............ TE;%),- ..................... S
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demand as thei PEDs 6 batween O and =L, meaning
that quantty demanded it thak responsive o &
hange in_pnce. Price olashc demand would be o PED

etwien = and —eo. B IS inwsect os Yhe takle
doeant show XED.

(Total for Question 3 = 4 marks)

<J\az ResultsPlus
Examiner Comments

3 out of 3 explanation marks awarded.

The correct formulae for price elasticity of demand and income
elasticity of demand secured 1+1 marks. This is supported

by reference to milk and cheese having a positive income
elasticity of demand and so are normal goods (1 mark) as well
as being price inelastic demand since their values are between
0 and -1 (1 mark). Note a maximum of 3 explanation marks
are available per multiple choice question.

OO ResultsPlus
Examiner Tip

A definition of an elasticity concept or showing its
formula will secure 1 mark - but there is no need to
show both for the same concept as this wastes time.
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e
3 Estimates of UK income and price elasticity of demand for milk and cheese
Dairy product Income elasticity of demand | Price elasticity of demand PE
Milk 1 0.05 ©35) Canyle
Cheese 0.23 N 035 (gl
|

Source: https://statistics.defra.gov.uk/esg/publications/nfs/2000/5ection6.pdf

From the information in the table it can be deduced that milk and cheese:

(n

row A

A Are inferior goods with a price ipefastic demand . (
l

B Have a positive cross elasticity of demagd }:b‘)“"" J
C Areinferior goods with a price elastic demand”™ I\ww"
D Are normal goods with a price inefastic demand.
Answer A
Explanation

<J\ﬁ ResultsPlus

Examiner Comments

2 out of 3 explanation marks awarded for
definitions of the two key concepts. However, the
candidate selects the incorrect key and confuses

inferior goods with an elasticity value of less than Make sure you learn the elasticity scale
1 and confuses a negative price elasticity of as there are always questions on this
demand answer with an inelastic demand. area in every paper for unit 1.

12
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Question 4

This question was generally well answered and most responses scored highly. However,
a significant minority of answers selected incorrect option C, confusing the 'new producer
surplus' with the 'loss of producer surplus'.

Another common error was to define producer surplus incorrectly (by omitting 'the
difference between' the market price and the price producers are willing to accept to supply
a good).

4 Music CD market
Price per CD (£)

N Q, Q, Quantity of CDs (000s)

The diagram shows the market for music CDs. A decrease in demand from D, to D,
will cause a loss of producer surplus equal to the area:
(m

P.XL
P XZ
P.YZ

o N @ >

P XYP,

Answer D G

GCE Economics 6EC01 01 13



Explanation
(3)

.. Producer suplus 15 the  differene beiwaen Q. ociual pleea ..
Qwﬁ«!&wr feceives Ao o 40 danel*\»f\bwﬁ\’?rmv\-w\\\ W\U'\ﬁly
aceeph. \itial peducer. surplus 13 DX However, o pter the demand

m@*fc Lom B, 4007, Phe ge new  producer Surplus. would be RV 2.
ﬂ!\@fore ‘\'hQ loss ol Ffoduuar 'E‘u.'r?(\,(g w’\” etnuq\ to
‘\‘L\L afea P'.XV Pz

Examiner Comments
3 out of 3 explanation marks awarded.
Effective annotation of the diagram to show the
original and new levels of producer surplus which
are clearly labelled (1+1 marks). This is supported
by a definition of producer surplus (1 mark).

%:Z ResultsPlus

Examiner Tip
Be prepared to annotate diagrams and ensure clear labelling
of the areas. This is often a quick way of achieving marks.

14
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4 Music CD market
Price per CD (£)

S,

D,

D;

N

Q, Q, Quantity of CDs (000s)

The diagram shows the market for music CDs. A decrease in demand from D, to D,

will cause a loss of producer surplus equal to the area:
m

A PXL
B PXZ

(©)p,vz

D PXYP,

Answer C

Explanation

(3)

Examiner Comments
3 out of 3 explanation marks awarded. O N
Despite selecting incorrect option C it is still O Resuus us
possible to achieve the full 3 explanation Examiner Tip
marks available. In this instance it is done Read the question carefully - it is the loss
by defining producer surplus (1 mark) and of producer surplus which is required, that
identifying the original and new level of is, area P1XYP2 for the correct key D. An
producer surplus (1+1 marks). easy rejection mark can be gained by option
A (area P1XL) which shows consumer surplus.

GCE Economics 6EC01 01 15



g\ﬂ ResultsPlus

Question 5

A significant minority of candidates selected incorrect option B, that training costs per
worker would increase. However, specialisation on a sandwich production line should reduce
training cost per worker (although total training costs might increase with a high staff
turnover). Instead, the best answer is option C, which focuses on the monotony attached to
work on a sandwich production line and the consequent high staff turnover.

7~

5 One disadvantage a sandwich making firm may experience from the division of

labour on its production line is an increase in:
(1

A The range of workers'skills X
B Training costs per worker >
C Staff turnover

D Productivity.

Answer C

Explanation
(3) |

.

Tha, daeision...d... e a6 ST of. apeeiedas ahio. wiich .
Tt geset..... umd-w A amrdears. Han (redaed AR B ST QTG ...

LRk T L MR .t
My, adhol. Hor.. e tad... wShrlat... anar

Aasbyehon hre  bo RO ONS . SeAASADL... AN 4 DAY 2

Masy....cambianotly. Rasd.. tae . St m. ohaak. t0. 0 (ask..af.2b madabe ..

Examiner Comments

3 out of 3 explanation marks awarded.
An explanation of division of labour is offered

(1 mark) along with application to a sandwich

production line (1 mark). This is reinforced by OO Resunsplus

the 'lack of motivation due to repetitive, tedious Examiner Tip

work' leading to high staff turnover (1 mark). Always apply to the issue at hand; relatively

few responses offered examples of the division
of labour on a sandwich production line.

16
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5 One disadvantage a sandwich making firm may experience from the division of
labour on its production line is an increase in:
(1

A The range of workers’skills
B Training costs per worker
C Staff turnover

D Productivity.

Answer E)

Explanation
(3)

The, dawsion g \oloae s e se@hon g oskes
oo podaekidy o, daided. behum Wl
3}(\0,3 ______________ F‘.C}Q-E: ........ A\.......rona. dadda... A(\G,&aen.dﬁ_

._Pm _____________ bbker o - br_ m,cl B coxetk as each
AEKRC wodd. . 02ed Yo Ve lrcmm _________ W M _________ Y Q\S‘L oxd

On Qé\N Cw\\-“%" %, l&m (Total for Question 5 = 4 marks)

Examiner Comments

<J\£Z ResultsPlus

3 out of 3 explanation marks awarded despite
selection of incorrect option B.

The candidate explains the division of labour
(1 mark) and applies to a sandwich production
line (1 mark). This is supported by rejection

Examiner Tip

Be prepared to explain why options
may be incorrect - but try and add
value to your answer rather than just
reversing the statement in the key.

of incorrect options A and D (1 mark). In

particular, option A is effectively rejected
by offering an additional comment such as
the 'repetitive nature of work' leading to a
decrease in the range of worker skKills.

GCE Economics 6EC01 01
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Question 6

Most candidates selected correct option A, recognising the tax is ad valorem. High marks
were gained by annotating the diagram to show the respective tax areas for producers and
consumers.

r
6 Price (£) per tonne

O ucden for
S (CONIIMEN

5

kOuwe
OWwaRN 1o
For produucey

0 10 24 Quantity (tonnes per week)

The diagram shows how a tax imposed on a product causes its supply curve to move
from S, to S,

Which of the following best describes the market situation shown?

A Itis an ad valorem tax and its incidence falls mainly on producers
“8 It is a specific tax and its incidence falls mainly on consumers
C Itis an ad valorem tax and its incidence mainly falls on consumers

R Itis a specific tax and its incidence falls mainly on producers.

Answer P\

18
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Explanation

Ao ad valoem kox 1S a \ax On o oped
whin s @/ of e et B\ spealtt kon
(S Qounds e unik pneele. e Suply
coney uowd e pacrallel . e rpet d and
C . Ruden &8 o Lo comgurteny vaowd
QO (200 - \10) x\O EJ00 per koo
Burden of tax o produedr = (10-100) <10
= R00 pre toone . Teeelte the
wadence mcak\d folls on the groducee

#:Z ResultsPlus

Examiner Comments

3 out of 3 explanation marks awarded.

Definition of an ad valorem tax (1 mark) is
supported by calculation of the respective tax paid
by producers and consumers (1+1 marks). This

is also shown in a diagrammatic format which
would be sufficient to achieve 1+1 marks. The
candidate also understands what a specific tax is
though selects the incorrect options to reject.

OO ResultsPlus

Examiner Tip

Be prepared to calculate the respective tax
payments for producers and consumers using the
figures provided. Always show your workings.
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6 Price (£) per tonne g
F

0 10 24

Quantity (tonnes per week)

The diagram shows how a tax imposed on a product causes its supply curve to move
from$, to S,

Which of the following best describes the market situation shown?
(1)

A Itis an ad valorem tax and its incidence falls mainly on producers - F’\“L"""‘L by
B Itis a specific tax and its incidence falls mainly on consumers =
C Itis an ad valorem tax and its incidence mainly falls on consumers-

D Itis a specific tax and its incidence falls mainly on producers. =~

Answer A :

Explanation
(3)

______________ Ad veliren 15 o iadied loox iy (s.ploml oo
peh o Sera e W on kil o
..... (5. oo Yawans NV}“&TCML- Ml fo) chorc o

oped cortly 2o 1S o enks Ka \Ao. \ P 09 becE L
......... We con. s b EE G MHLD o fredgg
_______ ;_sgnmelao\-m&ﬁqwb «.. el
abe (tu diogmem).,. hhoy  oredhcen ot musla':.c)\fm.

‘ c&w)» .............................. e B

g\ﬂ ResultsPlus F@ ResultsPlus

Examiner Comments
Examiner Tip

2 out of 3 explanation marks.

The candidate defines an ad valorem tax (1
mark) and explains that producers pay most
of it due to demand for the good being price
elastic (1 mark). The annotation of tax areas
on the diagram is incorrect.

Make sure you learn the demand

and supply diagrams thoroughly and
how indirect taxes affect them. The
specification is based on the application
of supply and demand diagrams.

20
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Question 7

Most candidates selected correct answer B but many did not make effective use of the
diagram to gain the explanation marks. Relatively few answers identified the quantity of
barley the government agency has to buy (XY) or the total amount spent on this (XYQ1L).

Many responses simply repeated the correct key to outline what must occur but this added
little value to their answer.

7 The market for barley

Price of barley 5 x-Y 2 qua R bauey
per kilo ($) / > Y\_.,,\ LTy j\u..:{\

P, Maximum price
PlLeo-eecunaa
) 1N X Y o )

2 : Minimum price
Pl--cAoee-- e

No

ée L Q, Quantity of barley per month (kilos)

The diagram shows the operation of a buffer stock scheme in the barley market
where a government agency intervenes to ensure the price remains between P, and
P.. A harvest of S, for a given year will cause:
(1)

A An excess demand for barley
B The government agency to buy batley and add to its stockpile
C Pricetoincrease to P,

D The government agency to sell barley from its stockpile.

Answer &

GCE Economics 6EC01 01
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Explanation

Lo oes M ke Ao el \.«_\.ﬂg}_.__,fﬁ‘f'. .\;m))?fw].

S CC S O T ot Mo and  olwaas
L 1

ARSI MRS SR ‘M\m

2SR5
“.; Jix Momteack  Deicmaamh  bocmn®S  odas “"\‘WW\ Al oo '\‘wa
aMan s el heo  WiS\a osaken  MME s w wmdl

<J\ﬂ ResultsPlus

Examiner Comments

3 out of 3 explanation marks awarded.

The candidate explains how a buffer stock scheme operates (1
mark) and then identifies total agency expenditure on buying

the surplus stock to ensure price does not fall below 0P1 (1
mark). Rejection of incorrect option D is conducted by referring to
the conditions required to sell barley from the stockpile (1 mark).

A b .’ﬁ-'—‘ B e T S T e T - S G “*/!, Luo M Mo dr e 3

R i “1{4\ N M T S Mwi "%ft-

L

& ResultsP
Examiner Tip

us

Make use of the information in the diagram.
Stating the quantity purchased (XY) and
the total government agency expenditurre
(XYQ1L) would secure 1+1 marks.

22
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7 The market for barley

Price of barley Sy
per kilo ($) / S
PN T Maximum price
Pleemmmmne=-
P ) ' . Minimum price
P1 """"" ';
[ D
] 1
QL Q Quantity of barley per month (kilos)

The diagram shows the operation of a buffer stock scheme in the barley market
where a government agency intervenes to ensure the price remains between P, and
P,. A harvest of S, for a given year will cause:

)

A An excess demand for barley /

(1)
B The government agency to buy barley and add to its stockpile -~
C Price toincrease to P,

D The government agency to sell barley from its stockpile. A

Answer b

Explanation
(3)

.......J}.....M.Ca...g,fnuk.........smu.______.Ef...._._«.,...F.!M.....wh‘....m.....m?a..mhh ...... .. Wou&rﬁw
..J.':l....f,&.,.m..n.lr..,..lb...}...,l.ala]uo,..sfmh ...... ho_ shobilise, macktt prites. o . peodrase covtoues. THe.
oaenwut VI by fo bun B8 XY shacks of gy b add po b stoukpile...
N p-der}oym")urzmhmwéuzv ______ ﬂmﬁuﬁhfwﬁ;mhm,mh
_______ P!W}“h‘éMmMQ’%JaMfJXYQJL,,Op%ﬂéﬁmmfa.s
....... .jf}‘f‘.t.l.......f.!......t?l........ﬂ.xc,m__.._.Sxp,la....m....amp}w....»f....l-m:];,d....,. ety Ha b XY ¢ drbﬁh‘(/
B sataack a5 . banestof S vemll e price fo dbuue fo ). Opher

<J\ﬂ Results@l us F?\ ResultsPlus
Examiner Comments Examiner Tip

3 out of 3 explanation marks awarded. . . ] )

The candidate refers to the quantity purchased by Be prepared to reject incorrect options if

the agency (XY) and its expenditure on this (XYQ1L) you are uncertain of how to gain marks

(1+1 marks) in order to prevent price falling below when explaining the correct answer. In

the minimum price to OP1 (1 mark). this instance the candidate would
have gained 1+1 marks for rejecting

options and A and C.
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Question 8

A surprising number of candidates confused occupational mobility of labour with
geographical mobility of labour and so ended up selecting incorrect option D.

Another common mistake was to confuse the 'mobility' of labour with 'immobility' of labour
when defining either term.

~

}/’An increase in the provision of public goods

C Training programmes for the unemployed

D Relocation subsidies to workers.

Answer C

Explanation

8 Which of the following is most likely to increase the occupational mobility of labour?

(1)

}/An increase in the Stamp duty on buying a property

e 13 NG evlovpble ih

ae  Malved. |

Examiner Comments

g\az ResultsPlus

3 out of 3 explanation marks.

A typical method that many candidates chose
to gain full marks was to define occupational
mobility of labour (1 mark) and then refer

to how training programmes increase skills
to make labour employable in different fields
(1 mark) and finally, rejection of option D,

as relocation subsidies cause an increase in
geographical mobility of labour (1 mark).

Examiner Tip

Reject an incorrect option when it
appears easy to do so. Both options B
and D are easy to reject since the former
decreases geographical mobility of labour
and the latter increases it. Both options
are irrelevant since the question is on
occupational mobility of labour.

@ ResultsPlu:
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f

8 Which of the following is most likely to increase the occupational mobility of labour?
(1)

A An increase in the provision of public goods
B An increase in the Stamp duty on buying a property
€ Training programmes for the unemployed

D Relocation subsidies to workers.

Answer C

Explanation
(3)

Qc_cupcucmnmWaumtcjmtq\agurm B
VU T8 ¥, W< Y, NN ¥o ¥ I O S A 2 (N WO (O < W8 o W o OO0 O 1, 0P~ R O X S "“JaLd.._(}br { a2 en
e A o O N NN e e MO K N A e K 0 L B B
-}W;m»j,fmiurﬂuxbv.nowwd?:'lﬂCf¢GU\1mg

*tMme’ﬂlaﬂxamwmc{a{Ym_uNmplmd_a.A

Examiner Comments
2 out of 3 explanation marks awarded.
This was a typical answer. The candidate explains occupational
immobility of labour (cannot move easily between jobs as do not
have correct training, skills and knowledge) (1 mark) and then
refers to training programmes providing skills or raising human
capital levels to make it easier to move between jobs (1 mark).
By offering a real world example of the difficulty labour face in
changing occupations a further mark would have been achieved.

%O ResultsPlus

Be prepared to offer an example when explaining
occupational mobility / immobility of labour. For
example, the difficulty a school teacher might face in
switching occupations to become an accountant.
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Question 9 (a)

This question tested a fundamental concept in economics, namely, opportunity cost. Most

candidates secured high marks by defining and applying the concept, following an increase
in government spending on the NHS.

‘ (a) Using examples, explain the significance of opportunity cost to the increase in
i government spending on the NHS referred to in Extract 1.

(4)

_____ OPFH—M% cos s e Lﬂa;{w‘f: fcguoe.. CPP”H'\Q. me- back..
akecne v L ’dﬂ.o{{?ﬁrlv/\"n ot howe. <. JrL:.:1l pakf\%\m\ Hhac

SPean .._‘nn m\NﬁI
P‘Wh ﬁ{_ﬁ 1’-7 “ror\ n. 2008 vlro :g ‘27 L- “uoﬂ- w 2O\ (Q “DQ&) ......
ﬂa\ Ahe eppactant b ek jr Ahe Aﬂtmmaf: caum'\rrvi' O f odter govembrand

. cMmVM,M\q\” EL\‘FW{—,WCG,FDO-(L‘LLM\Q\\(\%QF e
}%QP7RA7\';NQM{:nJP%$:n§WNHTCMJ ...... & RIS, ..

........................................... N @ RO B AT
A Speask. W@ .........................

<J\4 ResultsPlus

Examiner Comments
out of 4 marks awarded.
The definition of opportunity cost (1 mark) is supported
with reference to the size of increase in government
spending (1 mark) and examples of alternative uses of
government funds such as education, public transport,

OO ResultsPlus

Examiner Tip

Define key concepts accurately
and be prepared to use
diagrammatic analysis.

defence, road-building or benefits (1+1 marks). Thus, full
marks are already secured. Marks are also available for a
production possibility diagram depicting the opportunity
cost from increased government spending on healthcare
- as in this case (up to 2 marks).
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<J\ﬂ ResultsPlus

2 out of 4 marks awarded.

A definition of opportunity cost (1 mark) is supported
with an alternative use of government funds such as
the Police (1 mark). This answer lacks development
and is clearly too brief.

(a) Using examples, explain the significance of opportunity cost to the increase in
government spending on the NHS referred to in Extract 1.

OFPOG'U”:'\:ﬂ cost 15 He vext best at/Jazmh

J‘D jbﬂ& For &namp\d ___________ gr e 3wemw4’
Jceeses. . sﬁ.‘JCf’ﬂA"’l Loy..... 00 H"e LA et .J.".awf;.. !
Cdess  monen  d SF@A oher  Sevices ke
’%6 Pa]m@

Examiner Comments

OO ResultsPlus

Examiner Tip

Offer more than one example of opportunity cost from
the increase in government spending on the NHS - just

as the question instructs one to do.

GCE Economics 6EC01 01
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Question 9 (b)

This was a straightforward question in which Extract 1 offered pointers on how to answer it.
Most candidates achieved at least 4 marks. The most popular causes of the 'growing
demand and cost pressures on the health care budget' were an ageing population, improved
medical treatment and higher staff costs. The best answers offered two causes which were

then developed.

(b) Explain two possible causes of the ‘growing demand and cost pressures on the health

care budget’ (Extract 1, lines 5-6).
(6)

T g dtmond - AS s n e thadAagrom,
.a_ posttive suft wmoamand tauascs an

people whoo tand tp stawyun NOSPUOLL for Longer, e o thi myar
madccak Py /¥ '

For g reploccements. by trare ot move dld people, Ghore, rposimnts
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6 out of 6 marks awarded.

The first cause identified is an 'ageing population' (1
mark) since older people tend to stay in hospital for
longer due to medical ailments associated with old age
such as arthritis and hip replacements (1+1 marks).
The second cause identified is increased staff wages

(1 mark) which now account for 40% of the budget
and that demand for them is inelastic - they are a vital

Examiner Comments

requirement to the system of health care (1+1 marks).

@ ResultsP

Examiner Tip

us

Be prepared to use the information provided and also
offer real world examples to support your case (such
as increased medical ailments of arthritis and hip
replacements associated with old age).

GCE Economics 6EC01 01
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(b) Explain two possible causes of the ‘growing demand and cost pressures on the health

care budget’ (Extract 1, lines 5-6).
(6)

_ Clﬁj.fnj........#r _?g_p-«_(;tr.‘m oSt the. populsting._are.. eledoc. ... aver 04,
‘ﬁw.uj dawond mere.. wonabical  bealth. cor.. savi... 4., flag...ant.. mare....
__Jf.lcclq To NV roove SR OIS B _

Thrtosk premsarecso baslth. coe. budjat dmiwm ooy be cossed by
e alvaoce in. medical .care.oud.isieg. 5t coste vl Mok
vgnod wadical core needs mes. Prprecive . Egualpract oe highec
leved.of  feelnne !Gfﬁ .-t's.......J-’.u.ﬂzuft.. Tt health care secvie. ansh. Har...

S‘fcx‘(‘?j%[on/}n}«;;Pﬁm ..... Gost f’fﬁrsw KSR vt s e s s

4 out of 6 marks awarded.

The first cause is an ageing population (1 mark) since older people
are more likely to suffer from sickness (1 mark).

The second cause is advances in medical care (1 mark) which require
more expensive equipment (1 mark). The candidate also refers to a
third factor of rising staff costs but only two points are required here.

(VOAO ResultsPlus
Examiner Tip

Be prepared to link ideas together. The candidate could

have linked rising staff costs to advances in medical

care by suggesting they have to go on more training

courses to improve their skills to use the equipment - so

adding to the costs pressure. They may also have to be

paid extra for being more qualified to use the equipment.

This link is not explicitly made but would merit a mark.

30
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Question 9 (c)

This question required candidates to consider the link between increased government
spending on health care and its impact on the production possibility frontier - whether it
would contribute to shifting it out or not. However, some responses just focused on the
opportunity cost involved and did not consider the possibility of shifting the production
possibility frontier.

It was surprising to find some answers incorrectly labelling a production possibility frontier
- with price on its vertical axis. Nevertheless, there were some excellent answers which
combined correct diagrammatic analysis with evaluation.

GCE Economics 6EC01 01
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(c) Examine the possible gpaesamihapisausSmpossibilinuiemigsfor the economy
of the increase in government spending on the NHS referred to in Extract 1. lllustrate

your answer with an appropriate diagram.
(10)

reten
R s pu:_rffa; Llh fizenw “'""t +° ‘*‘LL
pcaetnma potenteal (eved of-odnpevt hak- a naken com

e B NS g we,mweoltw ¢l - it \n&ug\af:r
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—weadicotae (s prodstecl wed  ts mae (Lol f

- oA s o8 howmean caeited ca e et

. i S

__________________ ke alde ke hewe (efs dans off cxde  arad nmovre
naciiq e loe alble to be (n (ovie., alse, .

CNp(PURY. (1. TRk e S0 R tal § Peindasy.....
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<J\4 ResultsPlus

Examiner Comments

10 out of 10 marks awarded.

The definition of of a production possibility frontier (1 mark) is supported with a
correct diagram (3 marks). Reference is also made to improved human capital and
fewer days off work, leading to increased productivity (2 marks).

Evaluation marks are secured by referring to time lags (1 mark), the strain that
more health spending on older people might incur (presumably rather than
workers) (1 mark) and the opportunity cost of spending in terms of less funds for
education and infrastructure, leading to lower growth of the PPF (2 marks).
Although not the most effective of answers, there is enough to award full marks.

Examiner Tip

Make sure diagrams are drawn accurately and properly
explained. There is just enough integration to the text to
award the full 3 marks available for the diagram here.

GCE Economics 6EC01 01
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(c) Examine the possible impact on the production possibility frontier for the economy
of the increase in government spending on the NHS referred to in Extract 1. lllustrate
your answer with an appropriate diagram.

(10)

34
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Examiner Comments

g\az ResultsPlus

8 out of 10 marks awarded.

The definition of a production possibility frontier
(1 mark) is supported with a relevant diagram
(3 marks). Increased government spending may
shift the production possibility frontier out due
to increasing the health and supply of labour

- a theme re-inforced by the last paragraph

(2 marks). Evaluation comes in the form of
discussing the increase in health care spending
on people over retirement age and whether it
will benefit the economy (2 marks).

Examiner Tip

Offer two evaluative comments in 10 mark
base questions since there are 4 evaluation
marks available (2+2 or 3+1).

GCE Economics 6EC01 01 35



Question 9 (d)

Private and external benefits have been tested on previous exam papers and so should
be at the forefront of candidate revision. However, it appears that candidates have
greater difficulty in using diagrammatic analysis here when compared to external

costs. A significant number of answers offered incorrect diagrams which limited

their achievement. Nevertheless, in theory it was easier to achieve the full 8 knowledge,
application and analysis marks when compared to Q10e since candidates had the
opportunity to discuss both private and external benefits.
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*(d) Apart from a shift in the production possibility frontier, assess the private and external
benefits arising from the consumption of health care. lllustrate your answer with an
appropriate diagram.
(14)
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Examiner Comments

14 out of 14 marks awarded.

The full 8 knowledge, application and analysis marks
are secured on the first page alone. This includes
definitions of private benefits (1+1 marks) and
external benefits (1+1 marks), a well explained
diagram (4 marks) and examples of private benefits
such as insurance (1 mark) external benefits such

as vaccinations (1 mark). Note a maximum of 8
marks in this section. Evaluation comes in the form of
discussion on the cost of eliminating the market failure
(1 mark), measurement problems (2 marks) and
consideration of who deserves treatment (3 marks).

Plus
Examiner Tip

Consider putting in the basics first of all to achieve
the knowledge, application and analysis marks. In this
case it includes definitions, a diagram and examples of
private and external benefits. Once this has been done,
you can move on to the trickier issue of evaluation.

O
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*(d) Apart from a shift in the production possibility frontier, assess the private and external
benefits arising from the consumption of health care. lllustrate your answer with an
appropriate diagram,

(14)

In 08 vesitie. expealifes acfle
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Examiner Comments

12 out of 14 marks awarded.
The full 8 knowledge, application and
analysis marks are gained by: defining

external benefit (1 mark); offering a well private beneﬁt and a further 1+1 marks
explained diagram (4 marks); examples of available for defining external benefit.
private and external benefits (2+1 marks). Make sure you offer two comments in your
Evaluation is offered by discussion of definition of both concepts.

a time lag and implications of getting
old (2 marks) and finally, the issue of
opportunity cost (2 marks). Both points
seem sufficiently developed to warrant 2
marks each.

GCE Economics 6EC01 01
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Question 9 (e)

This question offered much scope to gain high marks by analysing and evaluating the
information provided. The best answers offered both a case for and against government
failure, together with data use to support the argument.

r

*(e) To what extent does the information provided suggest evidence of government
failure?

(,W'a}{:u A mec
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<J\/7 ResultsPlus

Examiner Comments
10 out of 14 marks awarded.
The candidate suggests government failure may have occurred due to
the rapid growth of managers compared to trained nurses and refers
to figures (2 marks); this is reinforced by the views of the Chairman
of the Medical Association's consultants committee and discussion of
where the money should have been put towards (2 marks). Then there
is a discussion on falling labour productivity (2 marks). A final critical
point is made on staff wages making up 40% of the NHS budget with
a suggestion that this is not the best use of funds for patient care (2
marks). The counter argument is very brief with a pointer to increased
efficiency since there is a fall in the average length of inpatient stay
and a decrease in hospital waiting times (1+1 marks). Overall, it just
about achieves 10 marks.

-.«-mnej

)

ResultsPlus

Examiner Tip

Make explicit reference to the figures in the charts

and offer a comment on their trends and implications
for government failure.
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*(e) To what extent does the information provided suggest evidence of government
failure?
(14)
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Examiner Comments

14 out of 14 marks awarded.

The candidate defines government failure (1 mark) and proceeds to offer

an explanation such as directing resources into administration rather than
patient care (1 mark); falling labour productivity with reference to figures (2
marks); falling number of hospital beds with reference to figures (2 marks).
A perceptive comment is made on the excessive use of health care since it is
free and the implications of unecessary use (2 marks). Evaluation comes in
the form of a counter-argument. These include the principle of providing free
health care for all and the sheer magnitude of the treatment undertaken (1+1
marks); the fall in hospital waiting lists with reference to figures, suggesting
increased efficiency (2 marks); the fall in average stay for inpatients with
reference to figures, suggesting improved technology in treatment (2 marks).

Examiner Tip

One way to evaluate is to consider the case for and
against an issue. In this case, it is the case for and
against government failure in health care provision.

GCE Economics 6EC01 01
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g\ﬂ ResultsPlus

4 out of 4 marks awarded.

The diagram secures 3 marks for showing an inward shift of the demand curve and
the new lower equilibrium price. Note the careful labelling and use of price data in
the diagram. Indeed, a further 1 mark is secured for explicit use of the copper price
data. Finally, 1 mark is secured for explaining the cause of the decrease in demand
due to the global recession and decline of motor vehicle and construction sectors
which use copper. Overall, a maximum of 4 marks is available.

Question 10 (a)

This is a typical data response question. Candidates are tested on their comprehension and
analytical skills of the information provided and are then required to use demand and supply
to explain changes in price.

Many candidates scored highly by bringing together a series of techniques, namely: making
explicit use of the data; constructing a demand and supply diagram; explaining the causes
of the fall in price due to the decrease in demand for copper.

Most candidates achieved the full 4 marks available.

(a) With reference to the first paragraph of Extract 1, explain the cause of the decrease in
copper prices between April and December 2008. lllustrate your answer with a supply
and demand diagram.

(4)
CoppeY
Price.
(&%"r‘rﬁ”lﬁ -
(&ﬂ-l ‘.)\?-, g

Mff

Examiner Comments

ResultsPlus

Examiner Tip

Always label diagrams thoroughly (which include the axes,
the curves and equilibrium price and quantity positions).

48
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and demand diagram.
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Examiner Comments

3 out of 4 marks awarded.

The candidate gains 1 mark for showing the original
equilibrium price with a demand and supply curve,
and, 1 mark for showing the decrease in demand
from D1 to D2. A final 1 mark is secured for
identifying the cause of the decrease in demand

for copper as the recession. unfortunately, the final
equilibrium price is incorrect since the candidate
shifts the supply curve.

(a) With reference to the first paragraph of Extract 1, explain the cause of the decrease in
copper prices between April and December 2008. lllustrate your answer with a supply

Mol reccesion . This decsecse. N demnangd. lead. ...

Y0 O A CASC N ek ’Pf (.2 03 cc_;c,pfr oA ean

(4)

OO Resultslus
Examiner Tip
Only shift a curve in your diagram if there
is a logical reason for it - otherwise you
may end up with incorrect analysis. In
this case the candidate does not offer any
reason for shifting the supply curve.
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Question 10 (b)

This question offered an opportunity for candidates to explain whether copper is a normal
good or inferior good. Extract 1 could be used to develop either case. The first paragraph
refers to lower global economic growth leading to a decrease in demand for copper. This
implies that global incomes are still rising but at a lower rate and so a decrease in demand
for copper would make it an inferior good. This was a valid answer and awarded up to 2
application marks.

The second paragraph refers to the global economic recovery leading to an increase in
demand for copper. This makes it a normal good and awarded up to 2 application marks.
The vast majority of answers took this approach, assuming copper to be a normal good.
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(b) With reference to Extract 1, explain whether you think copper is a normal or an inferior

good.
(6)
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Examiner Comments

out of 6 marks awarded.
2 application marks are achieved by explicitly referring to the information
from the extract (copper is a normal good as demand increases after the
economic recovery). The other 4 marks are gained by the formula for income
elasticity of demand, explanation of a normal good, explanation of an inferior
good and the diagram depicting either of them.

Examiner Tip

pared to define and explain both concepts
|dent|ﬁed in the question, namely, a normal good and
an inferior good. Marks are available for both of them.

Be pre
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Examiner Comments

4 out of 6 marks awarded.

The candidate gains 1 mark for explaining a
normal good and 1 mark for explaining an
inferior good at the start of the answer. Another
2 marks is gained from the application to the
extract information - in this case the candidate
suggests copper is a normal good. This is typical
of the answers examiners came across.

(b) With reference to Extract 1, explain whether you think copper is a normal or an inferior
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Examiner Tip
Be prepared to develop your explanations
of economic concepts further. For example,
normal goods have a positive income
elasticity and inferior goods have a negative
income elasticity of demand (1+1 marks).
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Question 10 (c)

Price elasticity of supply is a concept that has been frequently been tested on past exam
papers, particularly in the data response section. It was therefore surprising that a
significant minority of candidates confused determinants of price elasticity of supply with
price elasticity of demand and so misdirected their answers. Unfortunately these responses
gained zero marks.

It is vital that candidates carefully read the questions before embarking on their answers.
It was noticeable that some candidates recognised their mistake during the exam and then
had to cross out work to start the answer all over again. This wasted precious time.
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(c) With reference to the information provided and your own knowledge, assess whether
the supply of copper is likely to be price elastic or price inelastic.

(10)

’ﬂ«.c Pw’cﬂ elast CA\B OFS“‘W"j MIOSUMES. honay.........
_.NQ NGIve %‘W AS. AL TO. o Choige. in. Pyith... ..
FH{'L Shorhun bj 'V\ mgh:::ﬂ FW

.............. F __ t%htz.fj'robcmem'rrc

- Tme 1S ngeded 10 findk new..
Sounaes. o#copp&v,mwdﬂudw
r*tlt‘y 1t ¢ S0 thot. (Oppecc.can. acfuafj
b= extracted. Fox exownple., the
....Q)P(Mll’\ﬁ of-. Febblz H.t! in AloSko comdd ke mouns .

............ ’I e, (U
Gksx G‘LR O{

Ae.getoid ot mrc waw 88wl 08 makirg the 9ite.
S0 fh ot Coppe. con. R EXTACT e .. Producess cowid also
R working ot full. Copacir 4 4 DANKI1G. Toithiadtto. .
INCKOSE. Supplef. avem. i prius. INCHASE .
AnAhe long vun,. supply 15 ffh’,fj ke C!c&hc

/IT/MS 1S beamse. . [yoawcus howe. now. had eNOah. Time.
0. Increase s Sowces of the row. natewial to extralt, .
Meaning. El&i Supplay ant. Re.intasel quatdely. wien.........
FV\GS \C-l-( Produces. have. also. hod time. to. . investin..
Amproved. techne logy ol e extaction OF - opper, . mueamj
______ D.ckuCtivity. So. Copper. (AN R exTocted Guiickly. SO ;>

Stock ouThowe. inchensed. duni g, tha 10me, So thds. .
| Could Pt relensed into the movrbet whun prces....

ANCEOSe M ALy fo  INCNACL SUPPly-

54 GCE Economics 6EC01 01



-

Thus. Gupply Com be 10CeaStA QuUCk . iz patss. (nergases.
o pdigionadly it coudd be. inelastic in e long vua
Ther. 5. a limit. fo. how..muck.. fechnolegy. Com. improve..
| Supplieds.. hodt. the nuwest.. tec hno{oﬂg&'ﬁf‘f\ﬂrﬂmwhw
prices (ncaeosed (1A The Shert run), Ther fsees it 75 unlilely
le 10 geX evem Innprov ed tRehnologyin tha
o ”al.sodewwemrkevé’g(oﬁ
e wilnet be enaugh supity terel@se.

Examiner Comments

10 out of 10 marks awarded.

A good starting point is to define key terms such as price elasticity of supply (1 mark) and then
show how it might change over time by diagram (1 mark). Reference to the idea that supply

is likely to be inelastic due to the time required to find new sources of copper and develop new
technology also warranted marks (1+1 marks). Good application is made to the time required to
develop the copper mine at Pebble Mill since a huge dam is required to be be built as well as the
mine itself (1 mark). The theme of inelastic supply continues with the idea that firms could be
working at full capacity (1 mark). The candidate then switches to the long run and discusses how
supply might be elastic due to new sources of copper and new technology being developed (1+1
marks). Evaluation comes in the form of discussing the possibility of stocks available and the non-
perishability of the metal making it elastic in the short run (2 marks). This is reinforced by using
the data to suggest that when copper prices were low, firms would build up their stocks and so
could quickly sell in the market as prices rose (2 marks). The ideas just keep coming as there

is also reference to the possibility of copper being highly inelastic in the very long run (1 mark)
presumably due to its finite nature.

Be prepared to offer diagrammatic analysis when it comes to
elasticity questions as marks are usually available for this.
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(c) With reference to the information provided and your own knowledge, assess whether
the supply of copper is likely to be price elastic or price inelastic.

(10)
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Examiner Comments

6 out of 10 marks awarded.

A good starting point is to define elasticity of supply (1 mark) and
suggest it is highly inelastic due to supply barely responding to the
soaring price of copper (1 mark). The candidate then evaluates by
discussing the possibility of stockpiles and spare capacity in the industry
from the recession affecting elasticity of supply (2+2 marks). Overall, it
is quite a promising answer.

us

QL ResultsP
Examiner Tip

Consider ways to increase the knowledge, application
and analysis marks. For example, other factors which
determine elasticity of supply include the time period
and degree of entry or exit barriers to the industry.
Similarly, a diagram and explicit explanation of
'inelastic' or 'elastic' supply would merit marks.
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Question 10 (d)

The topic of guaranteed minimum prices has been tested in previous exam papers and so
it was surprising that many candidates could barely develop their diagrams. Up to 4 marks
were available for the diagram but very often candidates achieved just 2 them (original
equilibrium price and the minimum price line). Identification of the excess supply and the
area of government expenditure was often omitted.

Some candidates confused a guaranteed minimum price scheme with a buffer stocks
scheme. Consequently, their answers tended to be misdirected into considering both a
maximum and minimum price for copper and their implications.

It is important to consider how the large mark base questions are marked, namely, they
are split into knowledge, application and analysis on the one hand, and evaluation on the
other.
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*(d) Evaluate the likely economic effects of a guaranteed minimum price scheme to reduce
fluctuations in the price of copper. Illustrate your answer with a supply and demand
diagram.

(14)
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Examiner Comments

%(:Z ResultsPlus

14 out of 14 marks awarded.

The candidate defines minimum price (1 mark) and shows a relevant diagram (4
marks). This is supported by its implications such as greater incentives to produce,
higher profits, more investment and new firms entering the industry (1+1+1+1
marks). Evaluation takes the form of discussing elasticity (2 marks) and the
magnitude of the minimum price (2 marks). Finally, there is discussion of who benefits
most - large or small copper producers which rounds off a complete answer (2 marks).

OO ResultsPlus

Examiner Tip
Always explain the diagrams that you draw as
demonstrated in this case.
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*(d) Evaluate the likely economic effects of a guaranteed minimum price scheme to reduce

fluctuations in the price of copper lllustrate your answer with a supply and demand
diagram.
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Examiner Comments

12 out of 14 marks awarded.

All the knowledge, application and analysis marks are secured
through: definition of minimum price (1 mark), relevant diagram
(4 marks), effects on producer incentives, investment, employment
and consumers (up to 5 marks). Note a maximum of 8 available
here. Two good evaluation points are raised concerning the impact
of the minimum price on the efficiency of copper producers (2
marks) and the opportunity cost for the government (2 marks).

Examiner Tip

Consider offering up to three evaluation points for
the 14 mark base questions since awarding is usually
24242 marks or 3+3 marks.
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Question 10 (e)

External costs is a very popular topic in the specification and so candidates have plenty

of past papers, mark schemes and examiners' reports to go through to get an idea over
how to answer questions on them. Overall, most candidates were able to draw an accurate
diagram and offer some application to the proposed copper mine development at Pebble
Mill. Consequently, many achieved the full 8 knowledge, application and analysis marks
available.

Some good evaluation techniques were used, the most popular being to consider possible
benefits of the mining project and also problems involved with measuring externalities.

However, there was evidence of time allocation problems for some candidates and also
confusion between external costs and social costs.

~

*(e) Using the concept of external costs, assess the possible economic effects of building
the Pebble Mill copper mine in Alaska, referred to in Extract 2. Use an appropriate
diagram in your answer.

(14)
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Examiner Comments

14 out of 14 marks awarded.

A good start is made by defining external costs (1+1 marks) and showing the relevant diagram
(4 marks). This is supported by application of external costs to the fishing and tourism industries
in Alaska (1+1 marks). Evaluation comes in the form of problems in measuring external costs
and loss of income (2 marks); the possible benefits from the mining project such as increased
export earnings, economic growth and compensation for local communities (3 marks); short run
verses long run impact - not well developed (1 mark).

OO ResultsPlus

Examiner Tip

Always explain your diagram - this candidate does
enough to secure the 4 marks available.
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*(e) Using the concept of external costs, assess the possible economic effects of building
the Pebble Mill copper mine in Alaska, referred to in Extract 2. Use an appropriate
diagram in your answer.
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Examiner Comments

8 out of 14 marks awarded.

This is a classic example where the candidate achieves all the 8 knowledge,
application and analysis marks available but offers no evaluative comments and
so misses out on another possible 6 marks. Definition of external costs (1+1

marks) and a relevant diagram (4 marks). This is supported by good application
to fishing and tourism industries (1+1 marks).

us

Q ResultsP

Examiner Tip

The large mark base questions are marked in two
parts; firstly for knowledge, application and analysis (8
marks); secondly for evaluation (6 marks). Make sure
you offer both types of comments.
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Paper Summary

Offers an ideal opportunity for candidates to demonstrate their knowledge and
understanding of competitive markets and market failure. It also provides the building
blocks for candidates to develop and apply their economic knowledge across the whole

syllabus.

The key to success in answering supported multiple choice questions is to learn definitions
of economic concepts and apply demand and supply analysis to the issues at hand. This
includes using the information provided and diagrammatic analysis.

The key to success in answering data response questions is to make use of the information
provided and apply demand and supply analysis. It also requires a thorough understanding
of market failure and an ability to evaluate when instructed by the question. Answering
the question set is crucial rather than simply re-gurgitating notes on what one might have
wanted the question to be. The feedback offered in the report should help candidates
achieve their full potential in GCE A Level Economics.
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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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