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Introduction
This penultimate paper in the Curriculum 2000 model followed the same patterns and 
expectations as in recent papers. Candidates did not face any particular problems and could 
complete the paper in the time available. Most candidates have grasped the exam technique 
that is expected. 

The quality of answers in terms of economic knowledge seemed similar to 2014.

The most popular optional question was 10 over question 9 by a ratio of 4.4:1. 

There were questions from centres about 10(b), where bicycle manufacturers may or may 
not have been taken to mean e-bike manufacturers. There were examples of both in the 
data, so both approaches were allowed and the question was easier to evaluate for this 
reason. 
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Question 1
Many if not most answers began with a definition of demerger, although the definition 
was incorporated as part of the question. There was a mark for explaining the effects of a 
demerger, e.g. increasing the level of competition within the industry, however candidates 
should be advised to avoid defining any or all the terms in a question in a scattergun 
approach. 

The concept of contestability must be related to the barriers to entry or exit that might 
be reduced if this were to be the case. Many candidates said that more competition 
means higher competitiveness, but the link is not necessarily true. Very few answers were 
developed to give sufficient economics rationale for this knockout.

The most effective response was to explain the role of the competition authorities, and 
then apply this to the context, e.g. limited choice for banking customers, that is, to give 
their reasons for acting. Many answers went on to explain how a demerger might benefit 
consumers.

The most common incorrect answer was A, with candidates seeing diseconomies of scale as 
a reason for demerger without considering the function of the competition authorities.
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This answer appears as if it has more in it than it actually has.

1 mark awarded for correct Key 
Definition of demerger simply rewords the question - 
not allowed and no mark was awarded. 
Role of competition authorities was awarded 1 mark. 
Reason to split up - too much market share and market 
power was awarded 1 mark
Summary: a total of 3 marks was awarded for correct 
key and explanation.

Examiner Comments

There is only ever one definition mark 
and definitions are not required for full 
marks on any question. It is therefore 
unwise to define terms that have 
already been defined in the question as 
they are unlikely to score a mark.

Examiner Tip
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This is an effective answer.

Key correct (1) Marks awarded for market share (1) 
Role of competition authorities (1) There is also a mark 
for the knockout of B because contestability is defined 
in terms of barriers to entry (1) 1+3 = 4

Examiner Comments

Knockouts can be used up to 2 times, 
and they must give economics rationale 
that adds to the answer, not simply 
reversing the key.

Examiner Tip
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Question 2
As with question 1 many candidates started this answer with a definition of average costs, 
where the marks could be achieved by explaining ‘pricing below average cost’ or for 
‘barriers to entry’. It should be remembered that there is only ever one definition mark 
available, and if other analysis is offered then a definition is not required. The problem that 
many candidates seem to find is that they fill up much space with the definitions and feel 
that they have answered the question. Clearly there is opportunity cost to defining every 
individual term at the expense of addressing the economic issues raised by the question.

This question was open to answers based on predatory pricing based on operating below 
AVC as a short term means of trying to remove competition in order to raise prices in the 
future, and also open to answers based on limit pricing as a tactic to prevent new entrants 
with higher costs from entering the industry. However, it was difficult to understand why a 
firm operating limit pricing could withstand loss making without some element of predatory 
pricing, and it must be that these firms will raise prices in the future, so limit pricing on 
its own needed a little more explanation to earn the full marks than a straightforward 
predatory pricing explanation. Limit pricing could of course still earn full marks if 
explanations were in line with the mark scheme. However it should be noted that while 
limit pricing tends to be anti-competitive, it is not automatically illegal. The point might be 
made in teaching that limit pricing may be judged to be illegal but it depends if it actually 
substantially lessens competition in the long run.
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There is no mark for defining AC in the mark scheme. There is only one definition mark.

1 mark awarded for correct Key 
Definition of barriers to entry was awarded 1 mark 
Predatory pricing is correctly explained and awarded 
1 mark 
Reasons/benefits of this - increased market share in 
long run was awarded 1 mark 
Summary - a total of 4 marks was awarded for 
correct key and explanation.

Examiner Comments

Look at Question 10(c) for the OECD 
definitions of Predatory and Limit Pricing 
(in the mark scheme). Note also that 
Limit Pricing is not automatically illegal 
although it can be said to be seen to 
have an anti-competitive motive.

Examiner Tip
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Key correct (1) Limit pricing to keep 
competition out (1) Knockout allowed 
as prices would be higher (1) 1+2=3

Examiner Comments

The most effective answers involved a 
diagram showing P less than AVC and a 
shading of the loss area.
Many answers knocked out E effectively, 
in that loss making was likely to be the 
maximum profit point MC=MR.

Examiner Tip
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Question 3
Although very simple in concept, this question did cause confusion for those who described 
a perfectly competitive industry (option C) and those who referred to total revenue 
rather than average revenue (choosing E for perfectly competitive firm). It was an effect 
discriminator with many knowing the conditions for perfect competition and also the long 
run diagram, but not able to explain why the price is ‘taken’.  This was the highest scoring 
question with over 3.5/4 on average.
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1 mark awarded for correct Key 
No price setting power (i.e. a price taker) was 
awarded 1 mark 
Characteristic of perfect competition was 
awarded 1 mark 
Horizontal was awarded 1 mark 
Knockout of C as price setting power was 
awarded 1 mark 
Summary - a total of 4 was awarded for correct 
key and explanation

Examiner Comments

The knockouts were a very effective way for 
finding the final marks for many candidates. 
Many chose C as imperfect or monopoly 
power, A for total revenue for a price maker 
and E for price taking. The most innovative 
answers also used B showing total costs and 
E as a supply curve. This was an effective 
question because it was clear what had to be 
done to earn the available marks.

Examiner Tip
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Key correct (1) Characteristics (1) AR = TR/Q is 
a good definition mark for AR (1) Diagram gains 
second available point on the mark scheme  
(1 + 1) and there is a knockout mark (1) but 
the answer already scores full marks 1 + 3 = 4

Examiner Comments

The key concepts were to use the concept 
of an industry dictating the price, that the 
firm itself is a price taker, the concept of 
a horizontal demand curve rather than a 
straight line, and the sense of being elastic.

Examiner Tip
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Question 4
The most efficient and effective answer for this question was to give a distinguishing 
characteristic of monopolistic competition accompanied by the long run equilibrium. An 
effective drawing showing normal profit and the long run position lined up with MC=MR 
would earn two marks. Other effective approaches were to discuss the entry of new firms 
attracted by profits, and the erosion of the profits in the long run.  

Many answers were an attempt to knockout A or B (perfect competition) but a common 
misconception is that all firms in perfect competition make supernormal profit in the short 
run – where clearly they can also make a loss.

An effective knockout often used was for C, incorporating a definition of monopsony.

There was an issue about the word similar. For some this clearly means the same, or 
identical. Similar is a word that might be explored in detail in lessons, in that it implies that 
some characteristics are the same but not all. For some candidates, ‘similar’ means ‘the 
same’ or homogenous, and there were many who chose option B for this reason.

1 mark was awarded for correct key
Differentiated products was awarded 1 mark 
Supernormal profit attracts new entrants - awarded 1 mark 
Diagram (1 mark awarded) as AR=AC (the output does not line 
up with MC=MR therefore the second mark is not awarded)
Summary - a total of 4 marks was awarded for correct key  
and explanation

Examiner Comments

The diagram could be used 
to show normal profit as here 
(AR=AC) but this diagram is 
not going to be as effective as 
one which lines up the normal 
profit point with MC=MR.

Examiner Tip
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An effective knockout often used was for C, incorporating a 
definition of monopsony.
There was an issue about the word similar. For some this 
clearly means the same, or identical. Similar is a word that 
might be explored in detail in lessons, in that it implies that 
some characteristics are the same but not all. For some 
candidates, ‘similar’ means ‘the same’ or homogenous, and 
there were many who chose option B for this reason.

Examiner Comments

Here the diagram is still not fully 
effective but the candidate can 
find the marks another way.

Examiner Tip
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Question 5
Most candidates chose B and could explain with straightforward reasoning that a process 
of undercutting prices will lead to an increase in sales. Marks were scored explaining 
undercutting and the interdependence/oligopoly of the firms.

The explanation marks proved to be more difficult, but the most effective answers involved 
a use of game theory payoff matrices. The main weakness in this question was a confused 
pay-off matrix. 
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1 mark awarded for correct key 
Interdependence was awarded 1 mark 
Payoff matrix shows Sony benefitting from lower price, 
bottom left of matrix - 1 mark awarded 
Long run equilibrium, both firms worse off - 1 mark 
awarded BOD as the top right box of the matrix is wrong 
Summary - a total of 4 marks was awarded for correct 
key and explanation

Examiner Comments

The main problem with payoff matrices is the lack 
of clarity about which payoff accrues to which party. 
Some answers provided left right results which could 
conceivably correlate with left above. However the 
most difficult to interpret was the payoff matrices with 
a diagonal line from top right to bottom left, meaning 
it was very unclear as to which payoff related to which 
firm. Many payoff matrices showed the relevant payoff to 
each firm in the box itself, which was easy to understand 
and therefore very effective for earning marks.

Examiner Tip
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1 mark awarded for correct key 
No marks for oligopoly definition as not on mark scheme 
Explanation of the reason for undercutting - awarded 1 mark
Use of payoff matrix - 1 mark for short term gains and 1 
mark for long term lower payoffs. (BOD as diagonal lines 
are unhelpful). There is also a mark for the knockout but full 
marks already awarded 
Summary - a total of 4 marks was awarded for correct key 
and explanation

Examiner Comments
Many candidates missed the 
identification of first mover 
disadvantage but did observe 
that there are benefits to being 
a second rather than a first 
mover in this context.

Examiner Tip
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Question 6
This was a question with unique context, but was clearly enjoyed by the majority of 
candidates.

Most answers were correct and included a definition of a concentration ratio, a use of the 
data and a knockout, although the explanation of market power was quite weak in some 
cases.

Most also observed that the firms were operating in an oligopoly.
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1 mark awarded for correct key 
Definition/formula of concentration ratio - 
awarded 1 mark Oligopoly - awarded 1 mark 
Use of data in industries to explain market power 
- awarded 1 mark 
Knockout of E is applied correctly (1 mark) 
although all marks now awarded 
Summary - a total of 4 marks was awarded for 
correct key and explanation

Examiner Comments

The most effective way to gain the final mark 
was to argue that various options were wrong, 
using the data to argue the reverse was true.
Marks were gained by many in discounting 
options A and D accurately.

Examiner Tip
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Key incorrect - no mark awarded 
The answer mistakes high and low concentration so 
all the application is the wrong way around. 1 mark 
awarded for definition of concentration ratio only
Summary - a total of 1 mark for definition of 
concentration ratio

Examiner Comments

The main distracter was B, with candidates 
arguing that the food industry has no barriers 
to entry. A few candidates choose A and 
others chose E. Overall this was the second 
highest scoring question. However, with 
explanation marks relatively easy to pick up.

Examiner Tip
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Question 7
The majority of candidates observed that this was a case of price discrimination and earned 
a mark for so doing.  Some then went on to explain the conditions of price discrimination 
which helped to earn a further mark, although there was a need to relate these to the 
context. A very effective way to do this was in knocking out C, saying that if crossing 
between ticket holders is possible then price discrimination becomes ineffective.

This was another question when a diagram could pick up the marks very effectively 
and efficiently. Only the submarkets are required for the diagram, that is the ‘advance’ 
customers and the ‘senior advance’, but it was important to relate the elasticities in the 
diagram with the correct sub market.

A large number of candidates were attracted by B, with the problem that ‘lower price 
elasticity’ in the question is confused with the ‘lower price’ for senior citizens. There was a 
potential for lower PED to be a lower e.g. more negative number, although in this context 
it is usually ‘nearer to zero’ (but if this was made explicit by the candidate then the marks 
were awarded to the full).

A common knockout was E.

However by simply reversing the key there will be no credit, even with the emphasis ‘would 
rather not do’. There must be some economics rationale in the knockout in order to earn the 
further mark. This was particularly noticed in the attempts at knocking out options D and E.
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Key incorrect - no mark awarded
Price discrimination is identified but no further marks 
for commenting on the degree - 1 mark awarded
Diagram adds no helpful analysis - no mark awarded 
Knockout is not adding anything - just reversing the key 
(no mark awarded) 
Summary - 1 mark awarded for price discrimination

Examiner Comments

A relevant diagram saves a thousand words.
Examiner Tip
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This answer was effectively applied to the context
1 mark awarded for correct key
Price discrimination - 1 mark awarded 
Advance customers ‘more inelastic’ than senior citizens -  
1 mark awarded 
Product identical but different sub markets - 1 mark awarded 
Knockout mark also valid (1 mark) but max marks awarded 
Summary - a total of 4 marks was awarded for correct key  
and explanation

Examiner Comments
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Question 8
Most candidates chose the correct option and explained the need for a fine and the incentive 
to Network Rail although detailed application was rare. A number explained a natural 
monopoly even though not on the current specification, and this was useful to the extent 
that it showed why competition was not possible and therefore the need for performance 
targets.

This question is based on a Guardian article from 20 June 2012 which stated the ORR view 
that Network Rail was to blame for punctuality targets and was going to be fined £75bn, 
although some candidates were concerned that the network providers do not operate the 
trains.

As with other regulation questions the most effective approach tends to be to explain the 
role of the regulator, the reason the regulation is needed, the function of the regulatory tool 
(in this case performance targets) and the effects of intervention, e.g. the fine will have an 
impact of the decision making of the firm.
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1 mark awarded for correct Key
Reason for the fine - reduce x-inefficiency - 1 mark awarded 
Function of fine - encourage the better service (1 mark awarded) 
Role of regulator - 1 mark awarded 
Implication is that the contestability issue is a knockout of B - 1 mark awarded 
Summary - a total of 4 marks is awarded for correct key and explanation. 

Examiner Comments

Always wise to explain why regulators 
exist, what they do and the intention 
behind their actions. It is also useful to 
observe whether or not there is an effect.

Examiner Tip
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1 mark awarded for correct Key 
Lack of competition is the need for the target - 1 mark awarded
Function of target to incentivise - 1 mark awarded 
No mark for monopoly or the knockout as these do not add 
relevant economics.  
Summary - a total of 3 marks is awarded for correct key and 
explanation. 

Examiner Comments

Make sure that the knockout adds 
economic reasoning to the answer 
and does not simply reverse the key.

Examiner Tip
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Question 9 (a)
Many candidates clearly identified horizontal integration and used the data to support their 
findings gaining full marks. The number of candidates achieving 3 marks did so due to 
limited use of data and there were many ways to earn these marks. 

2 marks for theory
2 marks for application:
‘Supported by Chinese government’ (subsidy point)
And ‘driving away foreign competitors’ (reason for subsidy)

Examiner Comments

Try to use two pieces of data or two 
quotes for a part (a) question and to 
pick up the two application marks.

Examiner Tip
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Some used the wrong form of integration, as here.

There are still application marks to be 
earned and this earns 2/2 application marks.

Examiner Comments

Remember to consider the stage 
of the production process.

Examiner Tip
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Question 9 (b)
Many candidates demonstrated a sound knowledge of ‘subsidies’ and were able to extend 
their definition with valid reasoning and appropriate comments. However, there is a 
significant problem with candidates wanting to use a demand and supply diagram even 
though a cost and revenue diagram was required.

Stronger candidates provided an appropriate diagram. Some candidates failed to show a 
shift at all, some just shifted the AC not the MC even though a clear reference was made to 
per unit subsidy in answers, and vice versa with AC and MC shifting when the subsidy was 
a fixed sum unrelated to output.  The new profit area was identified correctly by a minority 
of candidates, with many finding difficulty in locating the new AC associated with the new 
MC=MR. Most candidiates did gain some evaluation marks, particularly in relation to size 
of the subsidy, the fact that they were intended for encouraging mergers and the cost and 
possible diseconomies of scale associated with mergers.
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Knowledge, Application and Analysis: 
Definition (just) – 1 mark
Link to lower costs and higher profits – 1 mark
Diagram gains no marks 
- no MC=MR identified after shift 
- no larger profit/smaller loss area 2/4 marks 
Evaluation: 
Consideration of the long run effects as LRAC falls - 
economies of scale (2 marks) 
Total 4/8 marks

Examiner Comments

The diagram is the key discriminator 
on these questions and examiners take 
great pains to mark these accurately.

Examiner Tip
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Although difficult to read this is a useful practice question: 
Theory of subsidy 2/2 marks  
- decrease costs of production  
- profits would increase 
Diagram 1/2 marks as new profit area not shown with new demand curve 
Evaluation:  
2e - An attempt to question whether investment will increase long run 
profitability or merely short term. This earns 2 marks. If it had been 
developed e.g. with a diagram there would have been scope to go further.  
1e (top second page) - depends on how the subsidy is used 3/4 marks 
Total 6/8 marks

Examiner Comments

Evaluation is a fundamental skill and on 
these 8 mark questions is worth 50% of the 
marks. So make two attempts and try to 
develop them beyond a simple comment or 
observation. Depth and breadth are key.

Examiner Tip
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Question 9 (c)
The understanding of ‘price fixing and anti-competitive behaviour’ was evident in the 
answers marked, although many did not explain why it was possible but rather what forms 
it might have taken. The most commonly used reasons were because of the oligopoly nature 
of the foreign milk producing firms, the inelastic nature of demand owing to the melamine 
crisis and the lack of regulatory power of Chinese authorities for firms outside China. The 
question scored particularly weakly, especially in relation to the equivalent question in 10(c) 
(on pricing and non-pricing policies) and it was assumed that this question was chosen by 
candidates wanting to avoid the 16-mark question 10(d) on contestability. However there 
were some excellent answers; candidates using game theory in their explanation were 
generally able to provide solid answers with clear evaluation. Where candidates had a clear 
knowledge and understanding of the text provided they were able to evaluate the key points 
made and secure these marks. 
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Knowledge, Application and Analysis 6/6 marks 
2 marks - inelastic demand due to safety concerns 
2 marks - weak competition authorities 
2 marks - large market share, 60% 
3 good points and all on mark scheme. 2 marks each 
Evaluation 4/6 
2e - black market exists so there is still a cheaper option 
1e - competition authorities wouldn’t have allowed it otherwise
1e - too large to ignore so the authorities had to fine the firms 
(if given size of the fine this could have been 2 marks) 
Total 10/12

Examiner Comments

This is a good and systematic answer. 
However, the evaluation needs to go deeper.

Examiner Tip
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This barely makes two points, in a 
rambling answer. 2+2=4 marks

Examiner Comments

Make sure the answer is structured, giving three 
reasons why price fixing might be possible and three 
why it might not be so easy, for example in future. 
Fewer good points could score at full marks, but three 
is a better approach to give breadth as well as depth.

Examiner Tip
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Question 9 (d)
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This scores 8 marks, despite the fact that the 
candidate clearly knows how the answer would ideally 
be constructed. It is a superficial answer, picking up 
comments from the texts but failing to develop the 
ideas with any economic theory learnt in the classroom.

Examiner Comments
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2 - rising prices to cover higher costs 
2e - may not change a great deal as they couldn’t lose 
such a huge market 
2e - magnitude of the fines 
2 - prices may fall due to the investigation and attempts 
to save consumer loyalty (strong explanation) 
2 - other firms might increase supply (weak explanation) 
2 - firms may leave the market 
Do not award the final evaluative point as repetition 
of previous point that other firms might expand their 
market share 8 + 4e = 12 marks

Examiner Comments

This is a fairly strong answer, but falls 
into the trap of repetition. Make sure you 
have four distinct points if possible, or 
fewer much more well developed points.

Examiner Tip
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Question 10 (a)
Candidates showed a good understanding of the market structure of batteries used in 
the manufacture of bikes and gained full marks as clear data relating to the names of the 
key firms and the reference to the ‘same few suppliers’ was evident. Less able candidates 
misread the question and discussed the e-bike market relating this to monopolistic 
competition. 

2/2 theory: Oligopoly (1 mark) 
Interdependent (1 mark) 1/2 application: 
Sourced from the same few suppliers (1 mark)
Total 2+1=3 marks

Examiner Comments

Use two pieces of data to pick up 
the two application marks.

Examiner Tip
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Theory 
Monopsony (single buyer) is not valid (0 mark) 
Application 
Application relates to market power, so earns mark for 
dominant firms Shimano and Schram (1 mark) and 
higher price (1 mark) plus other references to data. 
See mark scheme. 
0+2=2 marks

Examiner Comments

Think carefully about buying 
power (monopsony) and selling 
power (monopoly).

Examiner Tip
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Theory (2 marks): 
Duopoly (1 mark) 
Two firms control market (1 mark)
Application (2 marks):  
Shimano and Schramm (1 mark)
Same few suppliers - small collection of battery 
firms implied (1 mark) 
Total 4/4 marks

Examiner Comments

This response is short and effective.

Examiner Tip



GCE Economics 6EC03 01 47

Question 10 (b)
It was clear a number of candidates read the question as the impact for those selling 
e-bikes rather than the impact on bicycle manufactures and as the mark scheme allowed 
this to be awarded this did not detriment those responding in this way. 

Either AR would increase or decrease following the increase in demand for e-bikes. The 
question was clearly open to interpretations and both approaches were fully rewarded. 
There is evidence of both in the data. There is no advantage in saying that bicycle 
sales increase as against decrease, and the approaches are awarded as Knowledge, 
Application and Analysis (KAA) and Evaluation in either order. The way that the marks are 
awarded is to ensure that the candidate gets the highest possible mark for the approach 
given.

Generally candidates gained the knowledge marks and used data to support this gaining the 
two marks whilst stronger candidates provided an appropriate diagram. Some candidates 
failed to show a shift at all, some just shifted the AR not the MR and the new profit area was 
identified correctly by a minority of candidates, with many finding difficulty in locating the 
new AC associated with the new MC=MR. Most did gain some evaluation marks, particularly 
in relation to the cost of the batteries. Or in discussing whether the bicycle manufacturers 
also make e-bikes.
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Knowledge, Application and Analysis 
Diagram 2 marks (shift and new smaller profit area) 
Explanation 2 marks - decrease in demand/ decrease 
profit/data 
Evaluation 
Two good points made 
2e - may introduce their own lines in the long term 
2e - traditional bikes may still remain competitive
4+4=8 marks

Examiner Comments

This is a good example of a well balanced 
answer and a clear diagram. However make 
sure the new AC is clearly distinguished 
from the old AC and the new profit area is 
based on the new AC not old.

Examiner Tip
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Knowledge, Application and Analysis 
Explanation 2 marks (make more supernormal 
profit, e-bike sales grown 22%, leading to price 
increase and quantity increase) 
Diagram 2 marks (shift and larger profit area) 
Evaluation No sense of the difference between 
bicycles and e-bikes and the evaluation is of very 
formulaic nature
1e - in the long run the profits could be competed 
away Last paragraph is irrelevant 4+1=5 marks

Examiner Comments

Try to think and respond to the 
data. The data itself provides the 
evaluation if used carefully enough. 
The answer is in the data.

Examiner Tip
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Question 10 (c)
This was a popular question and the material as a whole has been very well rehearsed 
and the policies were well developed often very appropriately in the context of the data 
provided. There was good understanding of concepts evident, particularly of predatory and 
limit pricing, and where tied to the data this was often structured clearly with evaluation 
well developed. The context was in essence well applied throughout and many candidates 
gained higher marks by examining the policies chosen. Those candidates who presented a 
high number of policies in brief lost marks by failing to develop their explanations. Marks 
were capped for a few candidates who answered generically failing to use the context 
provided.

Price discrimination was commonly used as a policy, for example a lower price for over 50s 
was suggested by many owing to the reference to different markets in the data.

Some pricing policies were used with little success, such as price skimming, price 
penetration and cost plus pricing. The main weakness with these responses was the lack of 
analysis and weakness in application. It was not evident how evaluation could be effectively 
developed with these policies, although some did achieve this.

Probably the biggest weakness with the question was writing too much at the expense of 
question 10(d). There were many candidates who went onto extra paper, although this was 
not required in most cases (many had earned full marks before this paper was used) and 
the problem was that the next question was neither read properly not considered carefully.
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This response scores 11/12 marks
It is a good example of an effective 
pay off matrix used well.

Examiner Comments

Use a pay off matrix to make 
your answer really clear.

Examiner Tip
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2 - advertising 
2e - cost of advertising 
2 - decrease cost (price) of e-bikes 
1 - loyalty scheme (no development) 
1e - loyalty schemes are not really applicable to e-bikes  
(lacks development) 
5 + 3e = 8 marks

Examiner Comments

This is one of the lower scoring answers. Make 
three points, using as much theory as possible. 
Make three good evaluation points and extend 
them using as much data as possible.

Examiner Tip
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Question 10 (d)
The majority of candidates defined contestability correctly, and although not awarded as 
a ‘definition mark’ did form the basis of a clear argument for and against contestability in 
the market. Knowledge and understanding was evident and there was extensive use of 
the passage; high barriers to entry were identified because of the skills and design needed 
for the new e-bikes, the strength of some of the established firms, the prediction of high 
profitability of ‘firms worth investing in’ and the high sunk costs. The high contestability 
was implied by the lack of large scale brands, a niche or expanding market, the ‘green’ 
nature of the product implying government support and the fact that many traditional 
bike manufacturers are moving into the market. One of the most common points was that 
smaller firms ‘had not yet been squeezed out on price’ because of the cost of the batteries. 
This was an effective way to use the data provided to develop the evaluation. 

However, a number of candidates focussed on competitiveness resulting in no marks being 
awarded whilst others appeared to have ‘run out of time’ with brief, almost bullet point 
answers evident. Many candidates scored much less well on 10(d) than 10(c), and this was 
due to lack of time being reserved for reading and thinking about the final question, and in 
some cases only one or two points of relevance being made.
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2 - new firms have had no time to develop loyalty 
2e - some bike firms are existing brands e.g. Cannondale 
2 - all buy the same batteries and no vertical integration 
2e - could change in the long run if the suppliers merge 
The third point is not valid as it relates to demand not contestability. There is a  
point about subsidies, but this is embedded in an ineffective argument (BOD - 1) 
1e - local manufacturers can secure market in China 
2e - patents could appear in time and create a legal barrier - however there is a  
limit to what you patent (further development of their evaluation) - this could have 
been awarded as 1 + 1 if seen as KAA + EV (mark both ways an award the highest)
Knowledge, Application and Analysis 
2+2+1+0 
Evaluation 2+2+1+2
Total - 12 marks

Examiner Comments

This is an untidy answer, not just visually 
but also in its construction. An orderly 
approach on the big essays should be 
practised over the year.

Examiner Tip
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This answer confuses contestability with competition.
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There are just 2 marks available, 
for data use (BOD).

Examiner Comments

The answer to the 16 marker is key in 
terms of discrimination. Choose carefully 
between questions 9 and 10 and make 
sure the questions are carefully read 
before the data is approached.

Examiner Tip
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Paper Summary
Based on their performance on this paper, candidates are offered the following advice:

• There was no questions of game theory in the paper, but many candidates used this 
effectively in their extended answers. The candidates that use standard theory and 
apply it to the context given can earn marks efficiently. 

• Overall the paper was seen as accessible, and the mean reflected in the higher 
standard of performance. It was interesting data, and the fact that no candidates were 
likely to have studied the contexts of baby milk or e-bikes meant that the candidates 
were forced to use the data. In most cases this was done very effectively, and made 
the answers interesting to read.

• The main problem was illegibility in many cases and diagrams being drawn indistinctly. 
Candidates are reminded that it is hard for examiners to award marks where the 
arguments cannot be followed, although every attempt is made to do so.

• Read the question instructions carefully to make sure your answer remains relevant 
throughout.
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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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