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Introduction

This was the first A level paper for the new specification, which was marked using the new
levels of response marking criteria. The paper consists of 3 sections: Section A comprises of
data response questions 1(a) to 1(h), Section B and Section C each comprise one extended
open-response question based on data. All questions are compulsory and the duration of
the exam is 2 hours with 100 marks available.

Overall, a good awareness of the subject was shown by candidates. Answers suggested that
candidates on the whole had been well prepared for this paper.

There appeared to be good understanding of economic and business terminology
throughout all sections of the paper. It was encouraging to see that most candidates
appeared to have an excellent understanding of the command words, with two sided
arguments presented by most for assess and evaluate questions.

The ability of the most able candidates was shown through their ability to apply their
knowledge and understanding to the specific markets presented to them in the extracts,
whereas those struggling with such concepts typically answered questions with a more
general approach. There were far too many responses that relied heavily on assertion and
generic answers which failed to fit the higher levels of response descriptors and therefore
scored low marks.

This paper offered candidates a mix of topics and the questions seemed to discriminate
well, with a wide variety of responses. Very few candidates failed to finish all the questions,
although the average amount written on the last question suggested some candidates were
struggling with time management. This was coupled with the fact that question 3 addressed
a new topic to the specification which most candidates approached in a generic fashion and
did not particularly answer the question set. For these reasons, the scores on question 3
were disappointingly low.
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Question 1 (a)

This question was answered well in general and many candidates scored all four marks.
Some candidates did not know the formula and calculated operating profit rather than
operating profit margin and scored 1 mark for £132m.

1 (a) Using Extract A, calculate to 2 decimal places the operating profit margin for
Costa for 2014. You are advised to show your working.

(4)
........................................ opeloting pIOfIL Margin
................................................ LN I e —————————— e
....................................... £aS5\m — €807Im = El44m.
o x 2°
oo oSN £ /L ¢ I
......................................... i nzo:sfpﬁnomq,m,mc,{,]
.................................................................................................................................................... n 2014 =  ENO.* £22
= £ 13z2m

B
Results#lus
Examiner Comments
Far too many candidates calculated operating profit
instead of operating profit margin. This limited them
to 1 mark only.

Quantitative skills are an important part of the new
linear A Levels. Candidates will be expected to be
able to apply a range of quantitative skills including
the calculation of ratios. One knowledge mark is
given for the formula and a further 3 marks for the
workings and correct answer.
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Question 1 (b)

Again, this question was answered well by most candidates although a small number
forgot the minus sign and without any workings scored zero marks. Most candidates knew
the formula for percentage change but still showed the Q1 and Q2 figures the wrong way
around which resulted in a positive answer rather than the correct answer of -19.57%.

(b) Using Extract D, calculate to 2 decimal places the percentage change in the coffee
price from October 2014 to September 2015. You are advised to show

your working.
(4)

_____________________ OCT 200 e PRACE T NOA B
......................... SEP .. 20N PRz S A
__________________________ %‘1 c\(ﬂ X ‘(OQ& i QO sz
____________________________________ T )

_______________ WO CTE  o T = I-
....................... { grmn&c.%e,(_hmt)& =

A
Plus Q ResultsPlus

Examiner Comments Examiner Tip

This response scored 4 marks as it Quantitative skills are an important
showed that the answer was negative part of the new linear A Levels.
and also showed the percentage sign. Candidates will be expected to be able

to apply a range of quantitative skills
such as percentage change.

If the question asks for a percentage
or an answer to 2 decimal places, then
marks will be deducted if the response
does not do what the question asks.
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Question 1 (c)

Most candidates were able to draw and label a supply and demand diagram showing the
original equilibrium which scored 2 marks. A few candidates showed either a shift to supply
or an inward shift of demand, limiting their marks to 2.

(¢) Using a supply and demand diagram, illustrate the impact on the coffee shop
market of the change in taste and fashion. (Extracts A and C)

(4)
r N
b y
. %
ﬁ Q ResultsPlus
Examiner Comments Examiner Tip

This response was awarded 4 marks as it The diagram should be fully labelled
has correct labelling, the correct original with equilibrium point(s) shown on the
and new equilibrium positions and the axes. When a shift is required, it must
correct outward shift in demand. not be ambiguous.
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Question 1 (d)

This question was marked using points based AOs of 2 knowledge, 2 application and 2
analysis marks. The knowledge was awarded for correctly identifying the market structure
(oligopoly), and a second mark for knowledge of a suitable pricing strategy. Application
could be gained from reference to the number of stores operated by the top three firms, the
concentration ratio and relevant reference to other firms in the market. Analysis marks were
awarded for explaining the causes and/or consequences of such a strategy, for example
competitive pricing may prevent price wars in the highly competitive coffee market.

(d) Costa Coffee, Starbucks Coffee Company and Caffé Nero are the UK's leading coffee
shop chains. (Extract B)

Analyse one possible impact of the market structure on the pricing strategy of
these firms.

(6)
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<?/ZResultsus

Examiner Comments

This response scored 5 marks. The candidate shows knowledge of an
oligopoly and suggested a competitive pricing strategy. Whilst marks were
not awarded for mentioning Costa and Starbucks (which were mentioned
in the stem of the question), one application mark was awarded for
contrasting these firms with smaller firms such as Muffin Break.

Analysis was provided by explaining that due to more choice in the
market, firms would lose demand if they used alternative strategies and as
a consequence would protect their market share.

A

/ ResultsP!

Examiner Tip

us

The AO allocation for this question will always be: 2
knowledge, 2 application and 2 analysis marks, so
ensure that you provide enough use of context to be
able to gain both application marks.

Many candidates only gave one clear point of
application and so reduced the total marks achieved
on this question. It is worth noting that simply copying
the stem of the question cannot be considered for
application marks.
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Question 1 (e)

This was the first question marked using the new levels based marking grid. On the whole,
many candidates have been able to evaluate on this question and the vast majority of
candidates were able to access Level 2. A really good one-sided answer with relevant
evidence could access Level 3 but was unlikely to fulfil a balanced awareness of competing
arguments’ (which is part of the descriptor) in order to achieve full marks. Examiners did see
some generic responses and in order to achieve the higher marks, examiners were looking
for coherent reasons explaining why market share may be an objective and why other
objectives may have been more apt.

Many candidates recognised that Timberyard would have differing objectives from the main
competitors. Nearly all candidates considered both sides but the strength of answers and
the use of relevant evidence differed substantially.

(e) Discuss whether market share is the most important business objective to a
coffee shop chain, such as Timberyard.

(8)
Budiess  obaectncs & CGady 0o Moder . Jl(wt.- ...... WAA
am. To. exflandl Mo Sudiiess ammLL, ............................. gl (nleetdecl
Soles and Stores i Mo U . ﬁ)r ...... Snaadd mclo.@mlanﬁ:
(offee Mo? Chacas duch ay ’\/fmb%.fwcl Mamer Shece......

Mo be o la@ .......................... goodk . Martex Shoce alhowas
Da\e.n\m.x ........ L\m— 6@&....5&@4 _________ Cxlondion 1ot NeW. CCRY ...
o MOMEE SeanAnds . AdwelA . a3 O WA fur....
Iobaldd  andd Volt focmes onte B bend . e..)\a.)ldlml
I dee ﬁwdw __________ Mo Seac. b n e fubie anor

G\QGEL, ‘ti» L’le ..... H.L, .......................................... .....
e o0 Stre &Wﬁrr_ Mowck h

Ohectie. o t‘ﬁ
Sebuews
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Examiner Comments

This response was awarded Level 3,
8 marks. There are clear chains of
reasoning throughout the response,
good use of relevant evidence and

a balanced awareness of competing
arguments.

Q ResultsPlus

Examiner Tip

A conclusion is not required on an

8 mark question. However, balance
and context is required to achieve the
highest marks.
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Question 1 (f)

As with 1(e), this was a levels-based question. A 10 mark question has 4 levels. Many
candidates were able to evaluate why the prices in coffee shops may decrease and
alternatively why some firms may choose not to lower prices to consumers. Whilst many
arguments were often evaluated, some responses were very basic and generic, and did not
specifically address the coffee market.

(f) Extract D shows a fall in the wholesale price of coffee during 2015.

Assess the impact this might have on prices charged in coffee shops.

........ anpbiNe adiantbge s hice ild E 1Y chagl chuager. pazid.......
........ Ir«mf?f:hﬂwzfsqu{w%befszpmﬂ,ﬂ«/oﬁ«mzxﬁd#fﬂmﬂ}

______ e Frtth (H-5L) pwhitk gudd bt o oebst ubstmabal gapyh decreese for
e S P naoenk-a v cduchon. Soalles o b choa v
Mt 0 bt € are proct Ubely oo thor bauie thag act rmar
...... Whmwm%mlmmmj,&fwapﬂm W daene df

__________ vals. Doing Phis ganld st o an (ntlease wn dond (¥ (e ot B diap,
ﬂﬂ\bj ..... todd capititae on 2labe Phisif e atfl manket @ dlaoke. freatf.
...... %ﬁo‘"}‘ muwmwhzmwmmuwwe Wl
...................... Bt pere g [ a5 fhay Ao ndtgo boyond the 207, lagorxmestd)
e 2 whoh whdlidads witer han. deertased by, Howtr s
..... R todd be aqped Fhat P fald i the hiflsols pow o difae. dussieg 2015
Uﬂlaﬂ'ﬁc&wﬂmdﬁ)M{wfﬁmm#’“ﬁtﬁmﬂmu . [N~ [} phoend,
ﬂwmw ______ UHA. Jo (Xlabwe o the 2t of 4 cap 7} saptee, P dop.

..... o prze. (WL fowr ooy 015 o deplimbe 2007) i1 ndEadvally that
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Examiner Comments

<@ZResultsPlus

This is a good response which gained 9
marks. The candidate shows accurate
knowledge and understanding with the
use of relevant evidence. Arguments
are developed and balance is shown.
All fit the descriptors of Level 4.

It would have been good to see a
conclusion which addressed the
significance of competing arguments.

Q ResultsPlus

Examiner Tip

The command word "Assess" will
always require a deeper evaluation of
an economic concept compared to the
command word of "Discuss".
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Question 1 (g)

This is a 12 mark levels-based question with 4 levels of response. Many candidates have
been able to show good understanding of non-price competition. Stronger responses
provided reasons as to why it is important in an oligopoly market, however many responses
were very generic in nature and simply provided examples of non-price competition in the
coffee market.

Due to the nature of the question and the fact that non-price competition is indeed of great
importance in the coffee market, examiners did see some one-sided responses with limited
relevant evidence but these were unlikely to enter Level 4 as the bulk of the descriptors are
concerned with the candidate providing evaluation and a full and balanced awareness.

So, whilst the majority of candidates understood that non-price competition is very
important in this market, they failed to see that price competition might be relevant for
some coffee shops in the market.

For a Level 4 response, examiners were looking for arguments which were developed
and evaluated and were supported throughout with relevant evidence. For a high Level 4
response, examiners were looking for developed evaluation as well as a full and balanced
awareness of the validity and significance of competing arguments.

(g) Assess the importance of[gg\n,—pﬂsg@_mgggﬂgq’n the UK coffee market.

(12)

m@bﬂ?\ﬂy{m ....... al... C WMMQJM;%Q;mubQ I IIIII ndd g
é,y\.MM ....... T -

oy flwplt’_f income.. ﬁw.n f)nkaxd'?cﬁ—'t\j A ol S0CCLSS fra
ywpmmmmwm@ ...... ww.....m....@(%jﬂ"....a. ............... S

ﬁ (;Ma.fwa)o)\m ....... 10 L. can,za, ........................... W, ..... . g
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<?ZRe&;ults%’?lus

This response achieved Level 3 - 7 marks. It provides
reasons of importance for non-price competition in
the coffee market and gives some evidence.

There are limited chains of reasoning but this was
lacking on the counter argument. This response

PDM% P/U'ﬁ'.x{;' .............. ﬁl..(g, mmnan—-,onu. ...... m«;.,a%hm

bWWMLWFMM/ﬁf ..... Wearnupll.. Anroagh..
Iending. O Shsp.in. Q. CONNLALLot.. za.mfo..n..(c&., ...... [On.

Wa«wbh@a},@m ......... Mlam.e.jha ........ M@m/&.‘} .....................

‘p/ﬂﬂt ........ (*w ........... PCANMES YN
.............................. ﬂDW:?_( H.condd. (9.2 Said - Mak.. e S o imt. B e

us

Examiner Comments Q ReSUItSP

Examiner Tip

benefits of that economic concept as well

was awarded 7 marks, a mid Level 3, due mainly to as give other factors which may also be
it lacking a balanced awareness of the validity and as important. Do not just agree with the
significance of competing arguments. guestion and give a one-sided response.

14

If you are asked to "assess" the importance
of an economic concept, you must give the
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Question 1 (h)

Like 1(g) this is a 12 mark question with 4 levels of response. This question proved to
differentiate candidates. Some candidates clearly did not understand the theory of
contestability. Other candidates showed good understanding of contestability and made
good use of the evidence to give examples but did not develop the reasons as to why the
market may be contestable or not, so in many instances the chains of reasoning were
lacking and answers were generic in nature.

(h) Assess whether the UK coffee shop market could be considered contestable.
(12)

A contestable marbet is. whan there oare Lol
the gtk ... frevay. . as? wdedd.. as...00. . aunki - compehhic

...... d.ominoa.t |

*im,s_,.__..._.ali:hm@k ......... Hure. . ofe. many.. smalar.. frms...akse.

............................... ’fha.\&mgemmbu%&ma&x%mshopx |
Prummmumcﬁ%m ........ shgp... Mladatk.... comtd. be

o &&n ......... Yok e morduk s confestable. £kt A
Showang. thok. .. there  useae. 27| Stores.. ad.a(_c,d..,....el_y@
A0l 3yggests. thak. . bwnmtum(wmqmmiwé
The . total.. numhucﬂvﬁu.hl.tﬁ ......... ok S7%l. an._he Uk oalse

Cﬂébh’fm,shaxa.znmwga,omtubsshamlﬁ ........ nALeLn
thok, (os. . tHhe.  naumbers... od' .......... 5%&1&1&&&3&&5”@}\6@
NO.... podkisido.. ouklek. ... coun ..........-E..xp.l,n.:dc......,.LO.n,&L&fM.,......:rf........m’r
MLk . POMALL...15.. 0% .. hagh... ena l«h’am&iumum
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ﬁ Q ResultsPlus
Examiner Comments Examiner Tip

This answer scored 10 out of 12 marks. Generic responses are unable to get full
Accurate knowledge was shown about marks. One of the Level 4 descriptors
contestability and supported by good evidence. states that "full understanding of the
There are some good chains of reasoning qguestion" is needed.

as to why the market might be considered Candidates need to ensure they show
contestable, although some examples of sunk good understanding of economic theory
costs would have improved the answer. and use this knowledge to develop

The counterbalance shows good understanding coherent chains of reasoning based on
of contestability and uses the number of stores the evidence provided.

operated by the top three firms to provide some
evidence. The answer is fairly generic in nature
and the conclusion simply repeats the points
already given and so the answer was given 10
rather than full marks.
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Question 2

This question produced a wide variety of responses and discriminated well between
candidates. Examiners were looking for an evaluation in terms of positive and negative
effect of falling oil prices on the UK economy.

More able candidates were able to use the evidence provided as well as their own
knowledge to determine the impact on the economy and provide a well-balanced answer.
Some candidates were able to show very perceptive conclusions which made links to the
current depreciating pound and the potential impact of Brexit.

Unfortunately, examiners did see many responses with incorrect economic understanding
and also generic answers which did restrict the level it could access.

Furthermore, many candidates failed to fully answer the question, which specifically asked
about the impact on the UK economy, with many candidates giving impacts on consumers
and firms.

e greak e Wk, prooaite edemodlis
P e oM ontIS\on po Q! .
: elosde predick-
2 Using{Extract E]evaluate the likely impact of falling crude oil prices on the
UK economy, -
(20)
_______ falling cnage 61\ price® could NN o. posiBve impoet on the
________ UK. economy. ugme1m¢ainm&&m*MtC¥0€dl

which.coulet leaot to lower costs of . preduction. Therefore cuBulme
_may Increase_spendinig euhich woulel bene fit_the communiéy
_____ andl businesses may se aproRt mamins rise as o result of

. Quole ol pries couldl bene fit UK businesses. tracling interratirally

ancl expor

lbecame nmore_competitive as they couldl. potentially reduce prices ...
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Examiner Comments

<?/Zl?esults@lus

This answer was given Level 3, 14 marks. Whilst the
candidate used the extracts well to give context to their
points, some of the chains of reasoning were limited
and generic.

The candidate did not fully answer the question which
focussed on the impact on the economy. The response
on the whole gave impacts to individual stakeholders.
The answer gave balance and attempted a conclusion.
However, as arguments were not fully developed and
did not show full understanding of the question, the
score was limited to Level 3 marks.

A
Q ResultsPlus
Examiner Tip

It is important that the candidate fully
answers the question. They should
take time to read the question carefully
to identify both the topic, and also
which economic agents they are being
asked to write about.
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Question 3

This was the last question on the paper and worth 20 marks. Like question 2, it has 4 levels
of response.

It was clear that some candidates simply ran out of time for this question and careful
consideration of time management would improve marks.

This question discriminated well between candidates. However, average scores were rather
disappointing.

The topic was new to the specification and whilst it was clear that the topic had been taught
well, many candidates failed to adequately answer the question. Examiners were looking
for an evaluation in terms of the positives and negatives of the regulation of the banking
industry to the UK.

The candidates were given evidence of a variety of current regulations in the industry but
this stimulus material was not utilised well.

Many candidates instead wrote in great length about the causes and effects of the 2008
financial crash. They failed to address the question about how new FCA and EU banking
regulations would possibly affect the U.K.

Stronger answers focussed on the positive impacts on consumers, firms and taxpayers due
to added protection whilst the counterbalance focussed on the implications of the costs

of regulation and limiting bankers bonuses, plus the consequences of potentially reduced
levels of loaning and risk taking in the UK.

3 Evaluate the likely impact on the UK of increased regulation of the UK banking industry.
(20)

or.....

............ Yonks. Ofh 0/ AR ARSGES  n W GG A §e
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tzExammer Comments Q Results—plus

This candidate obviously understands the topic Examiner Tip

and has good awareness of the 2008 financial

crash. There is balance to the answer with some Many examiners commented on the
good points made, and an attempt at a conclusion fact that this response seemed to be
though it is very limited. rushed compared to other questions.
The answer is fairly generic in nature and fails Make sure you plan your timings

to use any of the evidence in the extracts which carefully. Also, use relevant evidence
provides details of new banking regulation. Use of throughout your response.

this evidence would have helped to strengthen the Responses with good use of relevant
candidate's arguments and chains of reasoning. evidence scored highly compared to
For these reasons, the candidate is unable to generic answers.

access Level 4 marks and remains in Level 3,
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Paper Summary

Based on their performance on this paper, candidates are offered the following advice:

Do not forego marks for not fully labelling diagrams. Some candidates failed to correctly
label the supply and demand diagram in Q1(c).

Read the questions carefully. It was clear that many candidates calculated operating
profit rather than operating margin on Q1(a).

Follow the instructions given. Some candidates failed to round up to 2 decimal places on

Q1(b).

The use of relevant evidence is required throughout the paper and is a significant
element of the response. Evidence can be from the extracts provided or using examples
provided by the candidate themselves.

The command word "discuss" is an evaluative command word so candidates must
provide both sides of an economic argument in order to achieve full marks.

Use economic concepts rather than generic ‘common sense’ answers. This particularly
applied to Q1(f), Q1(h) and Q3 of this years paper.

Examination timing is important. Far too many candidates did not leave sufficient time
for Q3, which is worth one fifth of the total marks available.
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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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