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Introduction
General Comment
There was a strong response to the January 2012 exam paper by the vast majority of
candidates. This was demonstrated by many relevant and detailed answers. The paper also
differentiated effectively between the quality of responses.
Section A: supported multiple choice questions
Most candidates found this method of testing highly accessible. The quality of responses
varied enormously and a relatively high proportion achieved high marks of 28 or more.
The best answered questions were Q3 (calculations for price elasticity of demand) and Q1
(production possibility frontier); the least successful answers were those associated with
market failure, namely Q8 (positive externalities from vaccinations) and Q7 (buffer stocks).
The key to success involved defining the main economic concept in the question (usually
awarded 1 mark - but it could be up to 2 marks for two relevant economic concepts) 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, Q1
(production possibility frontier), Q2 (consumer and producer surplus areas), Q7 (buffer
stocks) and Q8 (positive externalities from vaccinations).
In a similar vein, the tables in Q3 (price elasticity of demand) and Q4 (income elasticity
of demand) offered scope for candidates to manipulate data to gain marks. Other
questions, such as Q5 (minimum pricing) gave an opportunity for candidates to introduce
diagrammatic analysis as a means of demonstrating their knowledge and application of the
issues at hand.
A significant number of responses gained marks by eliminating incorrect options. Up to 3
marks were available for rejecting three incorrect options (providing that separate reasons
were offered). However, mixed success was achieved here. It required candidates to
explicitly state the option key being rejected and then to offer an appropriate explanation.
Several examples of how to successfully eliminate incorrect options are provided in the
report.
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
Question 9 (The price of beef) was more popular than Q10 (difficult time for house builders
and first-time buyers) to a ratio of 3 to 1.
The standardisation of evaluation marks in the questions also provided a useful guide
for candidates and teachers when preparing for the exam. Most responses offered some
evaluative comments when required and so were credited with marks.
However, some responses were less successful in developing economic analysis in the large
mark base questions. This appeared to reflect a trend noted in the A2 exam papers. Despite
this, the quality of written communication offered plenty of scope for candidates to develop
their answers in a structured and coherent argument.
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Question 1
This was a gentle introduction to the exam with candidates required to outline why a
country's production possibility frontier could not achieve a given output combination of
capital and consumer goods. More than half of candidates achieved full marks.
Production possibilities was a common concept to be tested on the supported multiple
choice paper.
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Examiner Comments

This answer achieved 4 out of 4 marks.
Correct option C (1 mark).
A definition of production possibility frontier (1 mark) was
followed by use of the rejection technique to eliminate
option A (1 mark). Reference was then made as to how
position Z could be achieved through the development of
new technology or greater labour supply (1 mark).

Examiner Tip

Define the key concept in the question,
namely the production possibility frontier.
Always carefully consider the shape of any
curves in diagrams provided. A minority
of candidates selected incorrect option D,
confusing the bow shaped production possibility
frontier with a constant opportunity cost.
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Examiner Comments

This answer achieved 4 out of 4 marks.
The candidate annotated the diagram to indicate that economic
growth was required to reach position Z and the production
possibility frontier was shifted out (1 mark). This was supported by
a definition of a production possibility frontier (1 mark) and on how
new technology can enable the economy to grow (1 mark).
The rejection of option B required further explanation, for example,
capital goods include machinery and factories, which make
a significant contribution to economic growth.

Examiner Tip

Be prepared to annotate diagrams that are
provided in the questions as there is usually
an application mark available for this.
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Question 2
This was another high scoring question with most candidates defining both consumer
surplus and producer surplus and then identifying each area on the diagram provided. More
than half of candidates achieved full marks.
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Examiner Comments

This answer achieved 4 out of 4 marks.
Correct option B (1 mark).
The definitions of consumer surplus and producer surplus (1+1
marks) are reinforced by identifying these two areas on the
diagram (1 mark).
The candidate also offered a valid rejection of option C, indicating
that price elasticity of demand varies along the length of a
straight line demand schedule. This would also be worth a mark.

Examiner Tip

Note an explanation of why the option is
incorrect must be given rather than just
repeating the statement in the question.
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Examiner Comments

This answer achieved 3 out of 4 marks.
Correct option B (1 mark).
The candidate defined both consumer surplus and producer surplus
(1+1 marks) but made no attempt to use the diagram offered.
A further mark could be gained by stating the area of consumer
surplus (RXPe) and producer surplus (WXPe).

Examiner Tip

Be prepared to annotate any diagrams provided. A
mark is available for identifying and shading in the
areas of consumer surplus and producer surplus.

Question 3
Most candidates accurately defined price elasticity of demand and calculated the values
for fresh fruit and fresh vegetables from the data provided. This was the highest scoring
question on the paper with almost two-thirds of candidates achieving full marks.
However, a common mistake was for some candidates to select the incorrect option C,
revealing confusion between the numerical value for elastic and inelastic goods.
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Examiner Comments

This answer achieved 4 out of 4 marks.
Correct option A (1 mark).
The candidate provided a correct definition and formula for
price elasticity of demand (1 mark). This was supported with
the correct calculations for price elasticity of demand of fresh
fruit and fresh vegetables shown in the table (1+1 marks).

Examiner Tip

Be prepared to define price elasticity of demand or
show its formula to gain a mark. However, there is no
need to do both since just one mark is available here.
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Examiner Comments

This answer achieved 3 out of 4 marks.
Incorrect option C (0 mark).
A correct formula of price elasticity of demand
(1 mark) was supported with the calculations for
fresh fruit and fresh vegetables (1+1 marks).
However, the incorrect option was selected,
revealing some confusion over the numerical
value for a good which is price elastic in demand.

Examiner Tip

Be careful to learn the numerical
values for elastic and inelastic goods.
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Question 4
Most candidates gained a mark by showing the formula or by defining income elasticity of
demand and then made some reference to the data provided. However, a significant number
of answers failed to make use of the transport data in the table provided. Nevertheless, just
under half of candidates achieved full marks.
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Examiner Comments

This answer achieved 4 out of 4 marks.
Correct option D (1 mark)
Definition of income elasticity of demand (1 mark).
Explicit use of the data to show a positive income
elasticity for cars and taxis (1 mark).
Explanation that a positive income elasticity of demand
means that cars and taxis are normal goods (1 mark).

Examiner Tip

Make explicit use of the data provided even
if it is hard to undertake calculations.
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Examiner Comments

This answer achieved 4 out of 4 marks.
Correct option D (1 mark).
The candidate defined income elasticity of demand (1 mark) and
then made excellent use of the data to calculate this for cars and
taxis at 0.24 (2 marks). The link between a 'plus' answer and
positive income elasticity of demand was clearly made.

Examiner Tip

Be prepared to use the data provided
to calculate income elasticity of
demand as this candidate has done.
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Question 5
Most candidates understood the meaning of a minimum price scheme and a pleasing
number offered relevant diagrammatic analysis to show its effects in the alcohol market.
Almost half of candidates achieved full marks.
Some responses confused a minimum price with a buffer stock scheme and others
incorrectly labelled the excess supply as a triangular area.
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Examiner Comments

This answer achieved 4 out of 4 marks.
Correct option A (1 mark).
A definition of a minimum price was offered (1 mark)
and combined with a diagrammatic explanation of how
this created an excess supply (2 marks).

Examiner Tip

Always fully label the axes and curves used in
diagrams. State clearly the excess supply. Avoid
confusing with a buffer stocks scheme or the idea of
government purchase of surplus stocks - since alcohol
is a good with negative externalities for society.
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Examiner Comments

This answer achieved 3 out of 4 marks.
Correct option A (1 mark).
Correct diagrammatic explanation of an excess supply of
alcohol (2 marks) but no attempt to define a minimum price.

Examiner Tip

Be prepared to define key concepts in the question.
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Question 6
This was another question where nearly half of all candidates achieved full marks. Many
were able to define a public good and offer examples, along with explaining the free rider
problem.
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Examiner Comments

This answer achieved 4 out of 4 marks.
Correct option B (1 mark).
A definition of a free market economy (1 mark) and
an outline of public goods were provided (1 mark).
This was reinforced with a good explanation of the
free rider problem (1 mark).

Examiner Tip

Suitable examples of public goods also merited a
mark but full marks had already been achieved here.

Focus on explaining the free rider problem
as this is the main theme in the question.

Examiner Comments

This answer achieved 3 out of 4 marks.
Correct option B (1 mark).
A definition of public goods was provided
through identifying its characteristics (1 mark)
and this was supported with a definition of a
free market economy (1 mark).

Examiner Tip

Offer some application to the question, for example,
explain the free rider problem and give examples.
This response was too limited to achieve full marks.
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Question 7
Most candidiates find questions on market failure challenging. This question on buffer stocks
was no exception and only a quarter achieved full marks. The majority of responses made
little effort to annotate the diagram or use quantities from the diagram to explain their
answer.
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Examiner Comments

This answer achieved 4 out of 4 marks.
Correct option D (1 mark).
The candidate outlined the meaning of a buffer stock scheme through agency buying and
selling of stock to reduce price fluctuations (1 mark). This was supported by referring to
the quantity the agency sells from its stockpile as XY (1 mark). Annotation of the diagram
to show the area of government agency revenue was also awarded (1 mark).
Effective rejection of option B was also offered, particularly identifying that it was a poor
harvest and so the agency would sell rather than buy from its stockpile. This would also
be credited with a mark but full marks had already been achieved.

Examiner Tip

Annotate the diagram and ensure careful
labelling as provided in this example.
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Examiner Comments

This answer achieved 4 out of 4 marks.
Correct option D (1 mark).
An explanation of a buffer stock scheme (1 mark) was supported
by reference to a poor harvest which forced up price to P3 in a free
market (1 mark).
The candidate proceeded to identify the amount Q3Q2 that the
government agency sells to the market to ensure price does not
exceed P2 (1 mark).

Examiner Tip

Be careful in using the rejection technique: the
explanation for eliminating option A is wrong;
however, the explanation for eliminating
option B is acceptable for securing a mark.
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Question 8
Many responses annotated the diagram but the explanation lacked application to
vaccinations.
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Examiner Comments

This answer achieved 3 out of 4 marks.
Correct option C (1 mark).
The candidate identified the area of welfare gain as XZY
(1 mark) and also the free market equilibrium quantity
Qe and the social optimum quantity Q1 (1 mark).

Examiner Tip

Offer some application to the context of
the question, namely, how vaccinations
yield external benefits to society.
Consider the key concepts to define such
as external benefits or welfare gain.
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Examiner Comments

This answer achieved 4 out of 4 marks.
Correct option C (1 mark).
The candidate identified the market and social equilibrium positions
(1 mark) and also the area of welfare loss ZYXW (1 mark).
Effective use of the rejection technique was made to eliminate
option D by explicitly showing that marginal social benefit at point
Z exceeds marginal social cost at point X when the economy is at
free market equilibrium (1 mark).

Examiner Tip

Make explicit use of the diagram for explaining
the correct answer or rejecting incorrect options.
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Question 9 (a)
This question was well answered with nearly eighty percent of candidates achieving
either five or the six full marks. It offered an opportunity for candidates to demonstrate
their understanding of the price mechanism model and use of relevant diagrammatic
analysis.
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Examiner Comments

This response achieved 6 out of 6 marks.
Explicit data reference to the price increase in beef (1 mark) was
supported with reasons, such as higher costs of cattle feed and severe
drought that shift the supply curve inwards (1+1 marks).
A suitable diagram was offered as required by the question (3 marks).

Examiner Tip

Follow the question instructions, namely, make
explicit use of the price data in Figure 1, offer
reasons for the price increase of beef from Extract 1,
and then draw a suitable diagram to illustrate this.
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Examiner Comments

This response achieved 5 out of 6 marks.
The diagram (3 marks) was supported with reasons for
the increase in price of beef (1+1 marks). No reference
was made to the price data in Figure 1.
Overall, the answer was too brief and it would benefit
from directly linking higher production costs to the
inward shift of the supply curve.
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Examiner Tip

Make direct use of the price data
offered in the data.

Question 9 (b)
Many candidates achieved the four knowledge, application and analysis marks available but
relatively few offered any evaluative comments.
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Examiner Comments

This response achieved 6 out of 6 marks.
The answer started with an explanation of cross elasticity of demand (1 mark)
where chicken and fish are substitutes to beef (1 mark) and that a positive
elasticity relationship exists (1 mark). This was followed by application of rising
beef prices causing a rise in demand for chicken and fish (1 mark).
Two relevant evaluative comments were made that suggest the relationship might
be quite weak, namely, some people have a (price) inelastic demand for red meat
and that other factors might affect the relationship, such as a bird flu epidemic or
fishing regulations. Either of these points were sufficient for 2 evaluation marks.

Examiner Tip

Be prepared to offer evaluative comments
when required by the question.

Examiner Comments

This response achieved 4 out of 6 marks.
This answer was brief but gains all four knowledge,
application and analysis marks available. No
evaluative comment was offered.
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Examiner Tip

Be prepared to offer evaluative comments
when required by the question.

Question 9 (c)
This question revealed great variation in the quality of answers ranging from zero to full
marks. The weaker responses tended to confuse income elasticity of demand with price
elasticity of demand and so the whole analysis was irrelevant and flawed. However, more
than ten percent achieved the full eight marks available through extensive explanation with
an evaluative comment.
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Examiner Comments

This response achieved 8 out of 8 marks.
A definition of income elasticity of demand (1 mark) was supported
with explanations of normal goods (1+1 marks) and inferior goods
(1+1 marks). The candidate also used the extract to suggest that
beef burgers are an inferior good since demand increased during
the recession (up to 2 marks). Note a maximum of 6 knowledge,
application and analysis marks available.
The final paragraph offered evaluative comments by linking
changes in demand for beef to different income levels of
households and it also considered how relative prices of the goods
might change and so affect overall demand. 2 marks are awarded.

Examiner Tip

Read the question carefully as it mentions 'beef
and beef burgers'. This distinction gives a means to
evaluate.
High quality cuts of beef might be a normal good but
low quality beef burgers could be an inferior good.
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Examiner Comments

This response achieved 6 out of 8 marks.
The full six knowledge, analysis and application
marks were gained but there was no evaluation.

Examiner Tip

Offer evaluative comments when
required by the question.
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Question 9 (d)
This question demonstrated great variation in the quality of responses. Some
excellent answers were received on the complex negative externalities model indicating that
candidates are getting to grips with the demands of the unit.
However, one area for improvement is on the drawing of the negative externalities model. A
significant number of diagrams were incorrectly labelled or placed the welfare loss triangle
in the wrong area.
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Examiner Comments

This response just about achieved 8 out of 14 marks.
All eight knowledge, application and analysis marks were
gained: definition of market failure (1 mark), outline of
market failure leading to over production of beef and
soya (1 mark), definition of external costs (1+1 marks),
diagram and its explanation (4 marks).
However, no evaluation was offered and there was little
in terms of the types of external costs associated with
the burning of more rainforest.

Examiner Tip

Always offer evaluative comments on
the high mark base questions.
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Examiner Comments

This response achieved 14 out of 14 marks.
The full eight knowledge, application and analysis marks were
awarded. This included definition marks, diagram marks and
explanation of types of external costs giving rise to market failure.
The evaluative comments included discussion of the magnitude of
deforestation using the extract information to back up the point (2
marks) and consideration of the long term implications (2 marks). A
final comment was made on the difficulty of placing a monetary value
on pollution and on schemes to reduce external costs (2 marks).

Examiner Tip

Always draw diagrams clearly and explain them. Consider
making three evaluative comments to secure the
evaluation marks available. Extend the QWC answers.

GCE Economics 6EC01 01

43

Question 9 (e)
Quite often in this question, the evaluation was better than the economic analysis.
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Examiner Comments

This response achieved 12 out of 14 marks.
The idea of a subsidy as a government grant to increase supply
(1 mark) and acting like a reduction in production costs (1 mark)
was a good starting point. This was backed up by explanation of
a subsidy diagram (3 marks) and how producer surplus might
increase (1 mark).
The candidate explored how the subsidy could promote sustainable
development through tourism creating local jobs and income in the
rain forest (2 marks).
Evaluation included reference to opportunity costs of
the government subsidy (2 marks) and how it might create
inefficiency (1 mark). There was also some linking of the magnitude
and time span of the subsidy - both of which required further
development (1 mark).

Examiner Tip

Be prepared to use relevant diagrammatic
analysis to develop the answer.
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Examiner Comments

This response achieved 10 out of 14 marks.
The candidate easily secured the knowledge, application
and analysis marks available through the use of
definitions, a subsidy diagram and economic explanation
(8 marks).
The evaluation was not so convincing here (1+1 marks).
Discussion of the magnitude of the subsidy and its
possible misuse needed developing. For example, the
extract raises the issue of how the government has not
revealed the size of funds available or its time scale.

Examiner Tip

Try and develop evaluation comments
into a reasoned argument.

Question 10 (a)
This question was well answered with nearly ninety percent of candidates achieving
either five or the six full marks. It offered an opportunity for candidates to demonstrate
their understanding of the price mechanism model and use of relevant diagrammatic
analysis.
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Examiner Comments

This response achieved 6 out of 6 marks.
Explicit reference was made to the fall in house prices (1
mark) along with an outline of two reasons, which seem to
overlap. These were high and rising unemployment (1 mark)
and the difficulty in obtaining a mortgage (1 mark). This was
supported with a diagram and explanation (3 marks).
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Examiner Tip

Make effective use of the extract
information to answer the question.

Examiner Comments

This response just about achieved 4 out of 6
marks.
The candidate referred to rising unemployment
(1 mark) and shows a suitable diagram (3
marks). There was no development of how rising
unemployment might cause a fall in house prices.

Examiner Tip

Offer more than one reason for falling house
prices as the extract lists several. Always
outline what is happening on the diagram.
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Question 10 (b)

Most responses referred to the information provided to help explain the effects of falling
house prices on house-building companies. However, relatively few answers offered
evaluative comment and Figure 2 was sometimes misinterpreted as showing falling profits
rather than falling share prices.
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Examiner Comments

This response achieved 8 out of 8 marks.
The first paragraph referred to discussion on the fall in share
prices with over £1 billion being knocked off house building
firms value (1 mark) on the stock market and how this led to a
fall in supply of new houses (1 mark) and lower revenue (1 mark).
Data reference was also made to a fall in builders' profits and
employment (1 mark) and how it might even lead to losses (1
mark) and pressurise firms into cutting wages (1 mark).
Evaluation came in the form of suggesting that the Berkeley
Group were more successful since its share price rose by 2.9%
- possibly due to the location where they are building (1 mark).
The evaluation was supported by a comment on the magnitude
of the fall in house prices (1 mark). Both of these points needed
development but benefit of doubt was awarded.
Overall, the answer just about scraped full marks.

Examiner Tip

Develop the points made in the extract. For example,
falling profits and employment might force firms into
cutting production costs to increase efficiency and
restore profits. This might involve reducing wages or
the size and quality of houses built.
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Examiner Comments

This response achieved 6 out of 8 marks.
The answer referred to the effects of falling house prices: a
reduction in supply (1 mark), laying off workers (1 mark), a fall
in the stock market value of the house builders (1 mark) and that
some might go bust (1 mark).
Evaluation was offered by suggesting that work could be found in
the rental sector (1 mark) and that firms might invest to become
more efficient (1 mark). Either of these points could have been
developed to secure more marks.
Overall, this response required more use of the extract information
provided.

Examiner Tip

Make explicit reference to information provided, for
example, state the actual change in share prices for
one or two of the building firms shown in Figure 2.
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Question 10 (c)
Many candidates confused the determinants of price elasticity of supply with price elasticity
of demand and consequently scored no marks. Less than five per cent of candidates gained
full marks here. This question recorded the lowest mark on the whole paper.

Examiner Comments

This response achieved 6 out of 6 marks.
A definition of elasticity of supply (1 mark) was
supported by suggesting that new houses will
become more elastic over time (1 mark). In the
short term they may be inelastic due to problems of
getting materials and planning permission (2 marks).
However, in the long term it is possible to stockpile
materials, train workers and use more machinery (2
marks). This makes supply relatively price elastic.

Examiner Tip

Always consider how price elasticity
of supply might change over time.
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Examiner Comments

This response achieved 6 out of 6 marks.
A definition of price elasticity of supply (1 mark) was supported with
the idea that new housing is inelastic in the short term as it takes time
to build but elastic in the long run (1 mark).
Factors such as the availability of land to build on, especially in London
was discussed (2 marks) along with the exit and entry of firms in the
industry (2 marks). Overall, this just about gained full marks.

Examiner Tip

Apply elasticity of supply to the context of the
question. This answer raises the problem of the
shortage of land to build on in central London.

Question 10 (d)
High marks could be gained by using the extract information to develop alternate views of
the impact of falling house prices on the ability of first-time buyers to get on the property
ladder. It was a classic case of using the information provided to develop a coherent
economic argument. After all, candidates are not expected to be experts on the property
market. The best responses took this approach and made good use of the information in
Extract 2 and Figure 3.
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Examiner Comments

This response achieved 12 out of 14 marks.
The first four paragraphs developed reasons why falling house
prices have not helped first-time buyers on to the property ladder
(2+2+2+2 marks).
These included banks being reluctant to lend in a recession and
requiring a higher cash deposit; the nature of first-time buyers not in well paid jobs and being former students repaying university
debt; government cuts in subsidies to new build affordable homes.
The final three paragraphs offered reasons why it might be easier
to get on the property ladder (2+1+1 marks). These included
increased affordability as the mortgage sum can be lower; some
graduates might be in well paid jobs and lenders might offer
competitive interest rates.

Examiner Tip

Remember to consider both views. This
candidate has been successful here.
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Examiner Comments

This response achieved 8 out of 14 marks.
The candidate developed a sound case for falling house
prices not helping first-time buyers on to the property ladder,
namely: the decrease in the number of new mortgages, a
higher cash deposit required, high student debt, government
cuts to housing subsidies and the prospect of house prices
rising in the long term. (7 marks).
However, the alternative view just mentioned Figure 3
and how mortgage repayments as a percentage of take
home pay has fallen, but no explicit data was used (1 mark).

Examiner Tip

Make explicit reference to the data provided in
tables and graphs when relevant to the answer.

Question 10 (e)
Some candidates misinterpreted the question and focused on the effects a government
subsidy for new build homes rather than the effects of a cut in such a government
subsidy. Diagrammatic analysis also tended to be limited in many answers.
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Examiner Comments

This response achieved 14 out of 14 marks.
A definition of subsidy (1 mark) was supported with a relevant diagram depicting
the effects of a 30% cut in subsidies for new build homes (4 marks). The complex
nature of the diagram merited the full 4 marks available, including a shading in of
the original subsidy area (although not quite correctly identified in the text). The
effects of the cut for first-time buyers was explained in terms of becoming less
affordable, especially if it is passed on to the consumer in the form of higher house
prices (1+1 marks). Reference was also made to employment falling among builders
(1 mark).
Evaluation took the form of extensive discussion on the size of the cut in
government subsidy and how building firms might respond (2+2 marks) and finally,
the implications for government finances (2 marks).

Examiner Tip

Make diagrams relevant to the context of the question.
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Examiner Comments

This response achieved 8 out of 14 marks.
A basic diagram showing a cut in government subsidy (2 marks)
was supported by the idea that new build homes become less
affordable (1 mark). The damaging effects on building firms was
also considered (2 marks).
Finally, there was discussion on government finances and
alternative use of the funds saved such as directing money
towards education and training or using it to reduce the deficit (up
to 3 marks). On balance, the answer just about merits 8 marks.

Examiner Tip

Extend the answer for high mark base questions.
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Paper Summary
In order to support candidates and teachers, an attempt has been made to identify the
awarding of marks for the supported multiple choice and data response examples in this
report. However, this mechanistic approach does not always reveal the true value of the
overall answer and so should be taken into account when using as a teaching and learning
tool.
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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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