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Introduction

It was pleasing to note a good standard of responses for this paper and there were a
significant number of superior answers which scored very high marks, particularly in the
supported choice section of the paper. There were very few candidates who could not
answer at least some of the questions on the paper.

Most candidates completed the paper in the time available though some struggled to
develop their answers for the very last question. It is important that candidates practise
past unit 1 papers under timed conditions to strengthen their skills.

The performance on 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 found this method of testing highly accessible. The mean score for the
supported multiple choice questions was 2 marks higher than the June 2011 examination.
This appeared to reflect greater familiarity in offering diagrams to answer particular
questions, for example, Q2 (indirect taxation), Q3 (signalling function of the price
mechanism), Q4 (government subsidy) and Q5 (demand and supply equilibrium position).

The key to success involved defining the main concepts in the question(s) (awarded 1 or
2 marks) and applying appropriate economic theory and analysis (usually awarded up to 2
marks).

Annotation of diagram and tables provided in any question was a good strategy, for
example, Q1 (production possibility frontier) and Q5 (demand and supply equilibrium). In
addition, Q2, Q3 and Q4 offered scope for candidates to introduce diagrammatic analysis
as a means of demonstrating their knowledge and understanding of the issues at hand.
The foundation of this paper was an understanding of the price mechanism model and its
limitations. Any suitable opportunity to apply the model should be taken.

In order to maximise candidate performance it was possible to achieve the full 3 explanation
marks even when an incorrect option has been selected. This occasionally arose, particularly
Q2 (increase in air passenger duty).

Many candidates gained marks by using the rejection technique. Up to 3 marks are available
for successfully eliminating 3 incorrect options (provided that three separate reasons

are offered). There seemed to be an improvement in the use of the rejection technique
compared to previous examination series. It required 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. Marks are not awarded for responses that simply reverse the
incorrect option sentence without further explanation. Some value must be added to the
answer. The mark scheme offers guidance on how to reject incorrect options.

Note it is perfectly acceptable to use a combination of techniques for securing the 3
explanation marks, for example, explaining the correct answer, diagrammatic analysis and
eliminating one or more incorrect answers.
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Section B: data response questions

The data response questions had a substantial weighting for evaluation marks (16 out of
48 marks). Consequently, it was vital that candidates made evaluative comments when
required by the question. A 14 mark question would comprise 6 evaluation marks and a
12 or 10 mark question would comprise 4 evaluation marks. An 8 or 6 mark question may
include up to 2 evaluation marks.

Attention should 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. Question 9 (UK Higher
Education tuition fees) was a more popular choice with 60% of candidates selecting this,
compared to 40% choosing Q10 (The price of cotton). The mean scores for these questions
indicated they were comparable in terms of the demand placed upon candidates and in the
marking process. A lower mean score was recorded for Q9 than Q10. This was due to a
significant number of responses losing focus when answering Q9e (the economic effects of
the increase in university tuition fees on the market for higher education). It revealed the
importance of answering the question set rather than offering an irrelevant response.

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 solely upon the
mechanical breakdown of individual points. The latter exercise is for the benefit for
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.
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Question 1

This was a straight forward question on an economy operating within its production

possibility frontier. A significant number of responses made use of the rejection technique to
gain marks.

P —

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.

Capital
goods

0 Consumer
goods

The diagram shows a production possibility frontier for an economy. Which of the
following changes shows a reduction in unemployed resources?

(1)
A WtoV.

A XtoZ
C YtoX

A An outward shift of the whole production possibility frontier.

Answer ﬂ

Explanation
(3)

Prodicaton . o8N DILTTHY fon 6 shows. AU poSKIAL cdMbNGHNS
thow e be LAMLA I\ AW 2LONDMY. AT RN NESOWRLS /

W.and vore oth Combmatons. 0F Protha RO thatane
attoumald g ot TR CaSYRAT PRSARLS eSOMWNLS. \oAt

MRPYeSRIAY wmmﬂxsm‘bm&VtAQmmorwmxmw o
\ J
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PPE thon W . Tvis Can bl QUM A (AR Uk N A g
OPROYRMANTY COSES .

ﬁ ResultsP

Examiner Comments

Here 3 out of 3 explanation marks were awarded. The candidate
defined a production possibility frontier (1 mark) and then
identified an under-utilisation and inefficient use of resources at
positions W and V (1 mark). A movement from W to V meant
some unemployed resources were utilised as it was closer to the
frontier and no opportunity cost was involved (1 mark).

)
2@ ResultsP

us

Examiner Tip

Be prepared to start your answer by defining
the key economic concept in the question.
Quite often only partial definitions were given
of the production possibility frontier.

Capital
goods
0 Consumer
goods

The diagram shows a production possibility frontier for an economy. Which of the
following changes shows a reduction in unemployed resources?
(1)

Wto V.
Xto Z
Y to X.

o N @ >

An outward shift of the whole production possibility frontier.

Answer D
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Explanation
(3)

Tne producticn. pessipillty. feantier 93 o cune teb
Shaws. when. madmum. ouepeb 18 redckhed  and Q)

fesources. are Py and ey used.. %gv@duéﬁg
e nomoer o%....mmplog«:ﬁ FERoUrCs ., He Qonve.
Sroud. IAPE coDuRdS. &S AN NIERs e Wn fESOUrtES

It &0 an ircrase . produckiliy, For inkance,

i

it un@mplwm\: decreased, . human caplbal (/«Jf.‘ru\c\w

Yo resuons 80 eféency A mMore. GMJC(@Q

prododive &cany, e avswel Canneb be

o C a2 b s Ohe S Opp Ny, cc§0<. 6

ﬂAOQf) QNG CB%@'@ SAN CQMb?/‘GD (Total for Qucgl(zni = 4 marks) )
e MAde wiohthe sScArce BOUTES M‘}f\
e Ghdr D6 B e

% ResultsPlus

Examiner Comments

Here 2 out of 3 explanation marks were awarded. The
candidate defined a production possibility frontier (1 mark)
and then rejected option C by explaining how the move
from position Y to X depicts opportunity cost (1 mark).

Examiner Tip

Be prepared to reject incorrect options
when it is easy to do so. Note how the
candidate has added value to the answer.

GCE Economics 6EC01 01
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Question 2

Overall this question was well answered. Most candidates selected correct option D and
identified Air Passenger Duty as a type of indirect or specific tax. This was usually supported
with a diagram which shifted the supply curve inwards to depict the effects of such a tax.

A surprising minority of answers selected incorrect option C, believing that producer surplus
would rise following the imposition of the tax. However, the tax actually transfers some of
the producer surplus into tax revenue.

GCE Economics 6EC01 01



( A

2 In November 2010 the UK government increased the tax for passengers flying by
aircraft (Air Passenger Duty). The tax increased from £40 to £60 per passenger flying
economy class from the UK to the US.

One effect of this tax Is to:

(1)

increase the consumer surplus for air passengers.

A

B decrease the tax revenue collected if demand for flights is price inelastic.

C increase the producer surplus for airlines if supply of flights is price elastic. ,_c¥
D

increase the price of air flights.

Answer D

Explanation

G TN 0N \(\GM& o k.,’b\[\\()‘f\ \\
RE waik - Tha Suppla CONNES ove POr) Weh ond
Wx aEh Raea % ________ o S 1V % WNCOr€oesg

ﬁ Resu

Examiner Comments

A
Here 3 out of 3 explanation marks were awarded. The 2/0
Eandldate identified Air Passenger Duty as a specific 3 Resuus us
ax (tax per unit of good) (1 mark). A suitable diagram Examiner Tip
was presented which shifted the supply curve inwards
and showed the unit tax and rise in market price (1+1 Be prepared to offer simple
marks). A further explanation mark was also available diagrammatic analysis - this unit
for explaining the purpose of the tax - to reduce the credits the application of demand and
negative externalities associated with air flights. supply diagrams to economic issues.

GCE Economics 6EC01 01 9
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2 In November 2010 the UK government increased the tax for passengers flying by
aircraft (Air Passenger Duty). The tax increased from £40 to £60 per passenger flying
economy class from the UK to the US.

One effect of this tax is to:

(1)

A increase the consumer surplus for air passengers.

B decrease the tax revenue collected if demand for flights is price inelastic.
C increase the producer surplus for airlines if supply of flights is price elastic.
D increase the price of air flights.

Answer .

Explanation

”l_gj deevrased

wExammer Comments

Here 2 out of 3 explanation marks were awarded. The diagram
shifted the supply curve inwards, depicting the original and new
higher equilibrium prices (1+1 marks). However, there was no
attempt to define the type of tax involved here or show the tax area.

OO ResultsPlus

Examiner Tip

Be prepared to define key economic concepts in the
question, for example, the meaning of a specific tax.
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Question 3

The question required an explanation of how the 'signalling' function of the price mechanism
works. The use of a demand and supply diagram would help, although it was still possible to
achieve full marks without one.

One common limitation found in candidate responses were the poor definitions offered of
the price mechanism. Another limitation involved explaining how the signalling function
operates - there were far too many general answers rather than attempts at explaining its
mechanics.

GCE Economics 6EC01 01 11



Answer

Explanation

B

3 One function of the price mechanism Is to:

K eliminate shortages of a good by allowing its price to fall.

B act as a signal to firms when making production decisions.
& eliminate surpluses of a good by allowing its price to rise.
"]

encourage government intervention to reduce inequality.

Tha prie machacim  Lavolway  He Lkw\jjj e damond
ond Stxﬁibjf’mﬂl obluang o Apw eapanlibiom

f\':'( C LI‘.‘. Catiia

............................................................. vising  piiaf  thimineAr sl odagry)
.............................................................. L CaC S

(1)

in price (1 mark).

us

Examiner Comments

Here 3 out of 3 explanation marks were awarded. The candidate
explained how an increase in demand would lead to an increase in
price and so signal to firms to produce more (1 mark). This was
supported with a diagram showing an increase in demand and rise

Successful rejection of options A and C was conducted by succinctly
explaining why they were incorrect in the final sentence (1+1
marks). Note a maximum of 3 explanation marks were available.

OO ResultsPlus

Examiner Tip

Be prepared to use diagrammatic
analysis to support your answer.
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3 One function of the price mechanism is to:
(1)

eliminate shortages of a good by allowing its price to fall.

A

B actas a signal to firms when making production decisions,
C eliminate surpluses of a good by allowing its price to rise,
D

encourage government intervention to reduce inequality.

Answer _9 8

Explanation

(3)
Oth. .s‘)m#xs o adlacwte. EWLCACWLiWLlj. s

Tk d;-ncr,mcc{wmwmtos _________ ... Seh uon;.: S Ondhanllocaked. 3oafh R
lh ________ o hoalch....q. ﬁ&rfﬁ@ndfr’mdm Aaita... la Frwfwcﬁ s Z——

o sk Lay. ann. SYpply Q..o bad... ol b ...

ﬁ ResultsPlus

Examiner Comments

Here 1 out of 3 explanation marks was
awarded. A definition of the price mechanism
was offered (1 mark) but the rest of the answer
was too vague in explaining how it works.

A
- OO ResultsP!

Examiner Tip

us

A definition of the price mechanism should refer to
how resources are allocated through price responding
to changes in demand or supply of a good. It was a
surprise to find many candidates not referring to the
resource allocation in their definitions.
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Question 4

The subsidy question was received well by candidates,

recording the highest mean mark of

all the supported multiple choice questions in the paper. The most effective answers defined
the term and then offered a diagrammatic explanation which depicted the supply curve for
electric powered cars shifting outwards and so reducing price.

to inCrease:

A the demand for petrol powered cars.

B carbon emissions from non-electric powered cars.
C the demand for bus transport,
D

the supply of electric powered cars.

Answer D

Explanation

seniLLe
Foa unit subridy ¢ £I000 0 guen

Qver the paddcion ). Becaufe
QO e firm are now/ (OWer, iy

=IUS
Examiner Comments

Here 3 out of 3 explanation marks were awarded. A
definition of a subsidy (1 mark) was supported with
a relevant diagram depicting a lower market price,
the subsidy area and higher output (2 marks).

GCE Economics 6EC01 01

4 In 2011 the UK Government introduced a unit subsidy of £5000 for new electric
powered cars such as the Nissan Leaf and Mitsubishi i-MIEV. The most likely effect is

Jﬁ.&jr'dg/- (. grant_gun by the gmf??meﬁf 0. fuml to
wniease proddehoN and redue the prce o a. good o

powerd  cofl, then il Jubldy u gng  t help fumd

an aptrd 10 gy

mbﬂ:i v st 44
PGt R c;
qre
A "\.I. o # « .,'.
w L -__.f/ |
P 4 .."-'3 /
£ F /
) NI AL S AL
ol ¢ f .\\ 4 .f.
P L0,
# il
I ri .
# ,—'/ ot
4 \a\
/ /
7] >~

(1)

(3)

# fr neW electy

the . poodulion (o7

Examiner Tip

Be prepared to use diagrammatic
analysis with questions on subsidies. It
is an effective way of scoring marks.




4 In 2017 the UK Government introduced a unit subsidy of £5000 for new electric
powered cars such as the Nissan Leaf and Mitsubishi i-MIEV, The maost likely effect is
to increase:
(1]

A the demand for petrol powered cars,

B carbon emissions from non-electric powered cars,
€ the demand for bus transport.
D

the supply of electric powered cars.

Answer D

Explanation
(3)

B Swbsidy i3 o ok guen o o fien ec
ﬂ&mimﬁﬁh \33 e awermx& N oder to
increose  iwestmant ‘03 e fam. 3\) prosieli ooy

i_sm'ﬂ 4o eot ik . Aok o.  Rren  producet
ko oms ek & e The e des o
prduce ol ashy as e jacestive to incfense

Cha. &.pﬁw electic | cas  oecawse iF wil]

ncleas e P’Q{\:'(' Wta:: as well a3 lf\ﬂim}tj
the Swacmer achiese ‘ Emaef' of rerhing
Cocbon  eamissions / Pn“uh'uﬂ, h orAL o greenas

eConbivan - By increosi Wik meeas  the seld

MYy A T L -
gice cn be (edvaed  ond Al ol pAces in
Consamas oy be more welinad 4y uest in elechic
(453

<DA ResultsPlus

Examiner Comments

Here 3 out of 3 explanation marks were awarded. The candidate defined a subsidy
(1 mark) and outlined how it acted to reduce costs to firms (1 mark). Reference
was then made to why the government subsidises electric cars, namely, to reduce
carbon emissions and pollution, leading to a greener economy (1 mark).

A
Q ResultsPlus
Examiner Tip

Always apply the economic concept(s) to the context of
the question. There is usually at least one application
mark. For example, consideration of the reason why a
government might subsidise electric powered cars.

GCE Economics 6EC01 01
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Question 5

Price determination is at the heart of the syllabus. This question offered candidates an
opportunity to demonstrate their understanding of how changes in production affects
equilibrium price in a market. Many candidates achieved full marks but also a significant
number scored zero marks.

5 The table shows the demand and supply schedules for packets of shortbread biscuits.

You may use the last column for your workings.

I_D;ic;_er___T_d;;tit_y of - Quantity of packets New quantity
acke':t’ packets demanded | supplied per month | supplied per

i per month (000) | (000) month (000)
£2.00 200 | 160 12O
£210 180 I 180 l QO

. L

£2.20 160 ] 200 Wb O e
£2.30 140 ‘ 220 | \80

As a result of anaim:ﬁa;& in the baking costs for producing packets of shortbread
biscuits, supply decreases by 40000 packets at all prices. The new equilibrium price is:

(1)
A £200
B £210 \* 4
C £220 ' / \
D £230 L L

Answer C_

GCE Economics 6EC01 01



Explanation

éﬁnﬂwm Af.,u Jone St S\,

& and kb Tt 000 2N drninen pr20.

w2t oo }.‘2 2__9__“@,\ 160,000 pachd Sumtiiibe ot Aoranded

Examiner Comments

Here 3 out of 3 explanation marks were awarded. The candidate accurately completed the
last column in the table (2 marks) and showed the effects of a decrease in production by
demand and supply diagram (1 mark). A definition of equilibrium price was also offered (1
mark) along with identifying the original equilibrium price of £2.10 (1 mark). This answer
demonstrated how there were various ways of achieving the 3 explanation marks available.

OO ResultsPlus

Examiner Tip

Be prepared to annotate tables and
diagrams provided in questions.

GCE Economics 6EC01 01 17



5 The table shows the demand and supply schedules for packets of shortbread biscuits,

You may use the last column for your workings.

Pri Quantity of Quantity of packets | New quantity
rc: [;er packets demanded | supplied per month | supplied per
packe per month (000) (000) month (000)

£2.00 200 160 [ 2O
£2.10 180 180 | A0
£2.20 160 200 | 6 O
£2.30 140 220 | SO

As a result of an increase in the baking costs for producing packets of shortbread
biscuits, supply decreases by 40 000 packets at all prices. The new equilibrium price is:

(1)
£2.00

£2.10
£2.20

o A @& >

£2.30

Answer C

Explanation

Examiner Comments

Here 2 out of 3 explanation marks were awarded. The
candidate successfully completed the last column in the table,
showing an understanding of how a decrease in production
affected the supply curve and equilibrium price for a good.

Examiner Tip

Define the key concept in the question - in this case
it is equilibrium price, not price elasticity of supply.

GCE Economics 6EC01 01




Question 6

The vast majority of candidates scored well on this question, explaining why public goods
are a type of market failure. The best responses explained the free rider problem using a
suitable example.

6 Market failure arises in a free market economy when:
(1)

A prices fall in response to an excess supply.
B public goods are under-provided.
C firms exit a market.

D government intervention leads to a misallocation of resources.

Answer B

Explanation
(3)

. P-ALL\‘.‘.. ........ y!)&a ........... @u&o ........... L L\.w-ln ........ R AT

';,,‘ us
Examiner Comments

Here 3 out of 3 explanation marks were awarded. The candidate
defined public goods (1 mark), offered an example of street
lighting (1 mark) and explained the free rider problem (1 mark).

Q Examiner Tip

Be prepared to offer economic analysis, for example, explaining
how the free rider problem occurs. This will always be credited
with marks. There is no guarantee that future mark schemes
will automatically credit answers which give examples of public
goods unless accompanied with a suitable explanation.
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6 Market failure arises in a free market economy when:
(1)

A prices fall in response to an excess supply.
B public goods are under-provided.

C firms exit a market.
D

government intervention leads to a misallocation of resources.

Answer ®

Explanation
(3)

eI ews  omd e S s g et X

- Definalion o & more) foilore (e

e mansewm o d werlaX  £i\s S alecoke

vereovcen e AR GenMy )

Wer | podo\ic gmeds | wosvspd\a Lormnodion ek

ﬁ ResultsPlus

Examiner Comments

Here 2 out of 3 explanation marks were awarded. The answer
just included definitions of a free market economy (1 mark) and
market failure (1 mark). There was no attempt to explain why
under-provision of public goods represented a market failure.

Examiner Tip

Define key economic concepts - up to 2 marks
may be available, depending on the question.
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Question 7

The question on geographical mobility of labour was well answered by most candidates. The
best responses gave a real world example of regional house price differences, for example,
comparing London and the south east with other parts of the country.

A common error found in many responses concerned the attempts to reject option B. It was
insufficient to expect to gain a mark for repeating the incorrect key - some value must be
added to the answer. It was not enough to state that 'geographical mobility of labour would
decrease following an increase in rail and bus fares'. Instead, the rejection answer should
consider why an increase in rail and bus fares reduce geographical labour mobility, namely,
it becomes more expensive for workers to travel to and from work and many cannot afford

the fares.

in the UK?

X Anincrease in the average age of the workforce.
A Anincrease in rail and bus fares,

€ A decrease in regional house price differentials.

7 Which of the following is most likely to increase the geographical mobility of labour

J¥ A decrease in the proportion of skilled workers in the labour force.

Answer C
Explanation
(3)
A2 GeOAY OpWICOL . nABRIUL Y. O (OBOVY. cRARY( o tme

_losgow Wil ged ik e05IQN 0N LRIDE o AVE kO
AONGN FOC G AN {00 bR (ke nalre At o blg onGaye. un
MO YUWE. G WOIEEL un UHRIRAE reging. G 4wt twR (OIS
CaNNLx. e OPNON 0. kRO (WM A sWOViIAe K. AN+
M A 0CL pORONO MOLIUNY o4 (00U ) Al gl

ResultsPlus

Examiner Comments

Here 3 out of 3 explanation marks were awarded. The
candidate accurately defined geographical mobility of
labour (1 mark) and identified that falling regional house
price differences would make it easier to move, say from
one region to London (1 mark).

This was supported by rejection of option D since the
proportion of skilled workers in the labour force is
concerned with occupational mobility of labour (1 mark).

(1)

Pl

A
8
/ Results+lus
Examiner Tip
Offer accurate definitions, for
example, the geographical mobility
of labour is concerned with the ability
of workers moving location to take

available work. Also, do not confuse
'mobility' with 'immobility' of labour.
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7 Which of the following is mast likely to increase the geographical mobility of labour
in the UK?
m

A An increase in the average age of the workforce.
B An increase In rail and bus fares,
C A decrease in regional house price differentials,

D A decrease in the proportion of skilled workers in the labour force.

Answer C_

Explanation

Examiner Comments

Here 2 out of 3 explanation marks were
awarded. A definition of geographical mobility of
labour (1 mark) was backed up with the idea of
housing becoming 'more affordable' as regional
house price differences decrease (1 mark).

A
@ ResultsP!

Examiner Tip

us

Offer a real world example of how geographical
mobility of labour could increase - consider falling
house price differentials between London and
another region. The answer is clearly too brief for
maximum marks and requires further development.
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Question 8

The question on pension contributions proved to be quite challenging, largely because some
candidates did not have a basic understanding of its meaning. It recorded the lowest mean
score on the paper. However, there were some excellent responses which defined imperfect
information and considered the problem caused by the long time period between employee

contributions and benefits.

[ 4

8 In 2010 the UK Government expressed concern that many workers had not made

adequate pension contributions to fund their retirement, A possible explanation for
this under funding of pensions is:

(1)

pensions are a public good. 5<
there is no opportunity cost to making pension contributions. '

workers have imperfect information.

o N w >»

tax incentives for making pension contributions have increased. "3

Answer C

Explanation

(3)

) M MVLQQ(%@.{' Mé{)tﬂ’)ﬂhoh o OQ‘JIHMRN l'%t)fmgfroﬁ (S

| wlun ove JW, (Mo P(owar or Camumes) has

wulpal ol Wn;zzrgac} Mgsoxma}wh Wafg& ho ‘HA-GL
ol T amsweS > not A sivce femsions. dwoe, ot

howe W QML Gpods Chagoclerishes. ¥ nen- cxc,bud@b&@_

Gund non-oNaly . Hse B if s mot R siwee Heene

odusorfs cyn oppothandty ot juvoloed ,goc Mstamce o

Examiner Comments

Here 3 out of 3 explanation marks were awarded. The response
started with an explanation of imperfect information (1 mark) and
then offered suitable rejection of options A and B (1+1 marks).

OO Resu

Examiner Tip

Be prepared to use the rejection technique when uncertain about how
to answer a question. Usually, candidates can narrow down an answer
to a couple of options - so explain why the other options are incorrect.

GCE Economics 6EC01 01
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8 In 2010 the UK Government expressed concern that many workers had not made
adequate pension contributions to fund their retirement. A possible explanation for
this under funding of pensions is:

(1

A pensions are a public good.

B there is no opportunity cost to making pension contributions.
C workers have imperfect information.
D

tax incentives for making pension contributions have increased.

Answer C_

Explanation

ﬁ ResultsPlus

Examiner Comments

Here 3 out of 3 explanation marks were awarded.
The answer explained the meaning of imperfect
information (1 mark) and then referred to the long
time span between making pension contributions and
receiving the benefits which affect peoples' decisions
(1 mark). Finally, option B was rejected (1 mark).

@ ResultsPlus

Examiner Tip

Offer some application to the context - consider why
workers might not make sufficient contributions for old
age. An obvious reason is myopia from the long time lag
between making contributions and receiving benefits.
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Question 9(a)

This question was well answered and more than half of all candidates achieved maximum
marks. The most common mistake was a lack of application to the titles of the extracts.

(a) With reference to the titles of Extract 1 and Extract 2, distinguish between
positive and normative statements.

(4)
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Examiner Comments
Here 4 out of 4 marks were awarded. The definition of a positive

economic statement (1 mark) was supported by reference to the
increase in tuition fees in extract 1 (1 mark).

The definition of a normative statement (1 mark) was supported by
reference to higher university fees being 'unfair' in extract 2 (1 mark).

Examiner Tip

Always read the question instructions carefully.
Candidates were required to refer to the titles of
both extracts in their answer - not the content.
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(a) With reference to the titles of Extract 1 and Extract 2, distinguish between
positive and normative statements.
(4)

Pocte  stateneptr  are. glotementt  therd

_____g?bereo_(? Normeattve  cfatements Ore  statemenk

Lwtn valve | Podgymente 5 a persors opfviony

ResultsPlus

Examiner Comments

Here 2 out of 4 explanation marks were awarded. The
definition of positive and normative statements (1+1
marks) lack sufficient application to the two extract titles.

A

Examiner Tip

Always explain a normative statement in terms of
being a value judgement that cannot be tested as
true or false rather than using the term 'opinion'.
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Question 9(b)

This question was a bit more challenging since six explanation marks were available from
developing one economic concept namely, opportunity cost. The better answers considered
opportunity cost to students in terms of both use of their time and the funds foregone.

A minority of responses lost focus and considered the opportunity cost of not going to
university or the opportunity cost to the universities or government rather than to students.
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(b) With reference to the information provided and your own knowledge, explain the

opportunity cost of higher education to students.
(6)
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< ResultsPlus

Examiner Comments

Here 6 out of 6 explanation marks were awarded. A definition of opportunity cost (1
mark) was supported with the alternative use of one's time such as possible work
experience, training or leisure (1+1 marks).The financial aspects of opportunity cost
was also considered in terms of not having to pay £9000 a year in tuition fees (1 mark
for data use) and using the funds to start a business or buy a property (1+1 marks).

OO ResultsPlus
Examiner Tip
Be prepared to develop several ideas when considering the

opportunity cost for students going to university. However, make
sure the focus is on students - not universities or the government.
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(b) With reference to the information provided and your own knowledge, explain the
opportunity cost of higher education to students.
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wExammer Comments

Here 4 out of 6 explanation marks were awarded. The
definition of opportunity cost (1 mark) was supported with
the possible alternative use of one's time such as getting a
job (1 mark).

The avoidance of a student loan and alternative use of funds
such as saving in a bank was also credited (1+1 marks).

(6)

g‘i
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Question 9(c)

Private and external benefits have been frequently tested on previous examination

papers and so should be at the forefront of candidate revision. However, it appeared that
candidates had greater difficulty in using diagrammatic analysis when compared to external
costs. A significant number of answers offered incorrect diagrams which limited their
achievement.

However, this question was generally well received by candidates and there were many
excellent answers which offered an explanation of the private and external benefits gained
from university education, relevant diagrammatic analysis and evaluative comments. It
differentiated effectively between the quality of responses.

*(c) Evaluate the likely private benefits and external benefits of university education.
lllustrate your answer with an appropriate diagram.
(14)
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ﬁ ResultsPlus

Examiner Comments

Here 14 out of 14 marks were awarded. The candidate defined private and
external benefits (14+1 marks) and followed up with application to university
education: private benefits included the increased earnings for graduates

and higher employment rate as well as increased income for university
research (1+1 marks); external benefits included a more competitive
economy, increased innovation and profits for firms (1+1 marks). The positive
externality diagram with explanation was also credited with 4 marks. Note a
maximum of 8 KAA marks were available.

Evaluation marks were secured by referring to possible costs of higher
education in terms of creating income inequality, a discussion of the time lag
before the benefits of higher education were felt and finally consideration of
the benefits from different types of degree courses (2+2+2 marks).

A

Examiner Tip

There are 6 evaluation marks available in the 14 mark base
questions (usually 2+2+2 or 3+3 marks). Be prepared to
offer up to 3 evaluative points to secure all the marks.

*(c) Evaluate the likely private benefits and external benefits of university education.
lllustrate your answer with an appropriate diagram.
(14)
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Examiner Comments

Here 12 out of 14 marks were awarded. A definition of
private and external benefits (1+1 marks) was supported
with application to university education: private benefits
included an increase in wealth and income for graduates
(1 mark) and external benefits included the increase in
competitiveness of firms in the economy due to higher
quality of human capital and greater tax revenue for
government (1+1 marks). A suitable positive externality
diagram was offered with explanation (4 marks). Note a
maximum of 8 KAA marks available.

Evaluation came in the form of a discussion on the high
graduate unemployment levels which could undermine the

benefits of university education and its further development,

namely, a lack of skilled job vacancies in the economy and
its impact on government finances (242 marks).

A
Q ResultsPlus
Examiner Tip

Always label the curves in diagrams
and offer a brief explanation. Up to
4 marks are available for a positive
externality diagram. Note; a simple
label error on one of the curves will
jeopardise most of these marks.
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Question 9(d)

This question required two calculations of price elasticity of demand and it was rather

surprising that the majority of candidates struggled to obtain the correct answers.

However, the mark scheme permitted candidates to achieve full marks even without these

calculations.

\

trops

(d) With reference to Extract 2 and using price elasticity of demand calculations,
assess the likely impact on student applications of an increase in tuition fees from

£3,290 to £7,000.
(10)
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Examiner Comments

Here 10 out of 10 marks were awarded. A definition of price elasticity of demand (1 mark)
is supported with correct answers for the respective price elasticities of demand for high
income (-0.06) and low income students (-0.12) (242 marks). Identification of university
education being price inelastic in demand was also appropriate here (1 mark). All 6 KAA
marks gained.

Evaluation came in the form of discussion on grants and bursaries to help students from

low income families (2 marks) and on the significance of the type of university courses
available - some are more price inelastic in demand than others (2 marks).

Examiner Tip

Always show your workings in calculation questions
as marks are usually available for this. Practise
calculating elasticity questions, using real world data.
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(d) With reference to Extract 2 and using price elasticity of demand calculations,
assess the likely impact on student applications of an increase in tuition fees from
£3,290 to £7,000,
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Examiner Comments

Here 6 out of 10 marks were awarded. A definition of price
elasticity of demand (1 mark) was supported with accurate
workings and calculations for students from low income (-0.12)
and high income families (-0.07) (2+2 Marks). Identification of
demand being price inelastic was also relevant here (1 mark).
The maximum 6 KAA marks were achieved with ease.

Unfortunately the candidate offered no evaluative comment.

Examiner Tip

Always offer evaluative comments when required.
The question clearly states the instruction 'assess' the
impact of higher tuition fees on student applications.
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Question 9(e)

A significant number of candidates misread the question and discussed the possible
economic effects of an increase in university tuition fees on the general economy rather
than the market for higher education. It highlighted the importance of spending time to plan
answers for high mark base questions so that they remain relevant throughout.

“(e) Discuss the possible economic effects of an increase in university tuition fees on

the market for higher education.
(14)
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ﬁ ResultsPlus

Examiner Comments

Here 12 out of 14 marks were awarded. A range of effects
were explained following the increase in tuition fees, such as
a fall in demand (1 mark) and that demand is price inelastic,
leading to increased revenue for universities, who could then
expand the number of places on offer (3 marks).

The idea that students would value their education more and
are driven to get higher grades and so push universities to
improve teaching and efficiency was also credited (3 marks).
A suggestion that more foreign students might be attracted to
a higher quality of university education was also accepted (1
mark). Overall, the full 8 KAA marks were achieved.

Evaluation came in the form of discussing how the extra

funds from tuition fees were just compensating for reduced
government funding of universities and how it might adversely
affect applications from foreign students (242 marks).

N\
2/ ResultsPlus

Examiner Tip

Be prepared to use the information provided

in the extracts to answer this type of question.
Candidates are not expected to be experts on
the higher education market, but rather, use the
prompts and ideas from the text to score marks.
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*(e) Discuss the possible economic effects of an increase in university tuition fees on
the market for higher education.

(14)
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Here 8 out of 12 marks were awarded. A range of points
were credited with marks, for example: students learn to
value education more strongly and devote more time to
studying (2 marks); universities obtain more funds and so
become more efficient and improve equipment and quality
of teaching (2 marks); improved government finances (1
mark).

Evaluation came in the form of discussion on the impact of
higher tuition fees on the new universities who may face a
significant fall in student demand, reduce their courses on
offer and even face the prospect of closure (3 marks).

A
Q ResultsPlus
Examiner Tip

Be prepared to consider the advantages and
disadvantages of an issue, for example, the
increase in university tuition fees - this is an
effective way of securing evaluation marks.

Be prepared to consider the economic effects on
different stakeholders, for example, consumers
and producers in higher education. This is
another way of securing evaluation marks.
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Question 10(a)

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

Many candidates achieved marks 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 rise in price following the decrease in supply of cotton. This typically achieved
4 marks - around half of candidates achieved this mark.

However, a further 2 marks were available for explaining the increase in demand for cotton
and drawing it on the diagram- often missed by candidates.

f 3

(a) With reference to Figure 1 and Extract 1, outline why the price of cotton more
than doubled in 2010. Use a demand and supply diagram in your answer.
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ﬁ ResultsPlus

Examiner Comments

Here 6 out of 6 explanation marks were awarded. A
relevant diagram was offered which depicted a decrease in
supply and increase in demand, along with the original and
new equilibrium price (4 marks). This was supported with
the reasons for the price increase - Indian government
cotton export ban, decreasing supply and speculative
buying by investors, increasing demand (1+1 marks).

OO Results+lus
Examiner Tip
Show both the demand and supply curves

shift on the same diagram. Always label
the axes, curves and equilibrium positions.

(a) With reference to Figure 1 and Extract 1, outline why the price of cotton more

than doubled in 2010. Use a demand and supply diagram in your answer,
(6)
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Examiner Comments

Here 4 out of 6 explanation marks were awarded. The
candidate achieved 2 marks for the diagram and 1 mark
for explaining the decrease in supply in terms of the floods
in China and Pakistan. 1 mark was secured by explicit use
of the price data from Figure 1. Unfortunately, no mention
was made of speculative buying of cotton from profiteers.

A

ResultsPlus

Examiner Tip

Carefully read the information in the extract
as it clearly identifies speculative buying of
cotton as a cause of the increase in its price.
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Question 10(b)

This was a straight forward question and some sixty per cent achieved the maximum 4
marks available, displaying a good understanding of cross elasticity of demand.

(b) Referring to cross elasticity of demand, explain the likely relationship between the
price of cotton and the demand for synthetic materials used in making clothing

(Extract 1, lines 10-117.
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ﬁ ResultsPlus
Examiner Comments

Here 4 out of 4 explanation marks were awarded. A
definition of cross elasticity of demand (1 mark) was

mark). Note a maximum of 4 marks was available.

followed by identifying that cotton and synthetic materials
were substitutes with a positive cross elasticity (1+1 marks).

Credit was also given to the diagrams (1 mark) and direct
application which showed how an increase in price of cotton
caused an increase in demand for synthetic materials (1

Examiner T|p

Be prepared to offer diagrammatic
analysis when relevant.
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(b) Referring to cross elasticity of demand, explain the likely relationship between the
price of cotton and the demand for synthetic materials used in making clothing

(Extract 1, lines 10-11), '/&@DOF (>JOOO’I A “
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Examiner Comments

Here 3 out of 4 explanation marks were awarded.
The formula for cross elasticity of demand (1 mark)
was supported with the idea that a rise in price

of cotton would cause an increase in demand for
synthetic materials (1 mark), along with the goods
being substitutes (1 mark). The candidate confused a
negative with a positive cross elasticity relationship.

A
@ ResultsP!

Examiner Tip

us

Always consider how a change in price of
one good affects the demand for the other
when dealing with cross elasticity - not
how a change in demand for one good
affects the demand for the other good.
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Question 10(c)

Questions on price elasticity of supply have been problematic in previous examination
series. Many candidates confused the determinants of price elasticity of supply with the
determinants of price elasticity of demand. However, in this examination series things
improved since only around ten per cent of candidates made the mistake.

Another common mistake was to confuse the movement along a supply curve with shifts in
the supply curve. A significant number of candidates still made this error and even showed
a diagram shifting the supply curve outwards and discussed how it caused price to fall.

However, there were lots of excellent answers and over twenty five per cent of responses
achieved 8 or more marks out of the 10 marks available.

(c) With reference to Extract 1, discuss the factors that are likely to influence the price
elasticity of supply of cotton,
(10)
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/\ Examiner Comments

Here 10 out of 10 marks were awarded. A good starting point was to define
price elasticity of supply (1 mark) and then discuss how it might change

over time from being inelastic in the short term to elastic in the long term
since cotton takes 100 days to reach maturity (1+1 marks). Supply may also
become more elastic in the long term as high prices encourage new firms to
enter the market (1 mark). Consideration was also given to the availability of
spare capacity and the relevance of variable and fixed inputs (1+1 marks). The
full 6 KAA marks are secured.

Evaluation came in the form of discussion on the availability of stocks of cotton
and how it affected elasticity (2 marks). Furthermore some consideration of

factor substitution was made with evaluative use of the data (2 marks).

| 5
< Resultst

Examiner Tip

us

Offer a diagrammatic explanation of how
price elasticity of supply might change
over time - by pivoting the supply curve.
This is usually credited with a mark.
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(c) With reference to Extract 1, discuss the factors that are likely to influence the price
elasticity of supply of cotton.

(10)
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Examiner Comments

Here 8 out of 10 marks were awarded. A definition of price elasticity of supply
(1 mark) was supported with the idea that cotton is inelastic in the short term
as it takes 100 days to reach maturity, combined with a relevant diagram (1+1
marks). Consideration of spare capacity and the relevance of cotton being

an agricultural commodity was credited (1+1 marks). Reference to farmers
increasing the space available for cotton growing in the long term, making
supply elastic was a valid point (1 mark). The 6 KAA marks were just about
secured.

Evaluation came in the form of discussion on the availability of cotton stockpiles
to release on to the market and how it affects elasticity of supply (2 marks).

A
Q ResultsPlus
Examiner Tip

Offer evaluative use of the data. For example, cotton prices
more than doubled in the space of a few months, so it is absurd
to assume supply can increase more than proportionately to
this - making it highly inelastic in the short term.

This could be opened up to discussion through the world
forecast of cotton production increasing from 101 million to 117
million bales in the space of just one year.

GCE Economics 6EC01 01



Question 10(d)

This was a question where the information provided in extract 2 offered lots of points
candidates could explore and comment on. Overall, it differentiated effectively between the
quality of responses.

-

Ba ) caA D fqn e,

*(d) With reference to Extract Z, evaluate the likely effects of the increase in the price

ek
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Examiner Comments

Here 14 out of 14 marks were awarded. This candidate started by
suggesting the increase in price of cotton caused an increase in
production costs for retail stores who may respond by raising the price
of clothing to their customers - a suitable diagram was also offered (3
marks).

The impact on Next clothing stores was then explored, for example, how
revenue, profits and employment was affected. Consideration was also
given to Next's diversification strategy and use of substitute synthetic
materials (5 marks). All 8 KAA marks were secured.

Evaluation came in the form of discussion on price elasticity of demand
for Next's clothing and its impact on total revenue; also discussion of
the volatility of cotton prices and how Next might respond (3+3 marks).

A

Examiner Tip

Use the information in the extract to identify and
develop relevant points. Extract 2 offered scope
for candidates to gain lots of KAA marks here.
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*(d) With reference to Extract 2, evaluate the likely effects of the increase in the price
of cotton on retail clothing firms such as Next.

(14)
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ﬁ ResultsPlus

Examiner Comments

Here 12 out of 14 marks were awarded. The candidate referred to rising cotton
prices leading to higher production costs for clothing firms and then suggested
this might lead to higher prices for consumers - reinforced with a suitable
diagram (3 marks).

Consideration of the impact on total revenue and profits and how firms might
respond by cutting costs was also valid - along with the idea that some might
switch to alternative synthetic materials or go bust (5 marks). All 8 KAA marks
were achieved.

Evaluation came in the form of discussing the relative importance of cotton and
clothing to Next as it has diversified into home furnishings and, consideration
of the importance of price elasticity of demand for clothing (2+2 marks).

A
Q ResultsPlus
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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Question 10(e)

Private and external costs are very popular concepts in the specification and so candidates
have plenty of past examination papers, mark schemes and examiner reports to go through
to get an idea of how to answer questions on them. Overall, most candidates were able

to draw a diagram and offer some application to GM farming, yet a significant minority
incorrectly labelled the curves.

Some good evaluation techniques were used, the most popular being discussion of the time
span required to fully assess the use of GM cotton seed and also its potential benefits in
terms of increased crop yields, higher farm incomes and lower prices for consumers.

*(e) With reference to the concepts of private costs and external costs, assess the
possible economic effects of ‘the use of genetically modified cotton seed’

(Extract 3, line 1) Use an appropriate diagram in your answer.
(14)
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Examiner Comments

Here 14 out of 14 marks were awarded. All 8 KAA
marks were gained by defining private costs and
external costs (1+1 marks), offering examples of
both types in GM cotton farming (2+2 marks) and
then producing a relevant diagram with explanation
(4 marks).

Evaluation came in the form of a discussion on the
benefits of GM farming, especially in the developing
world and consideration of the uncertainty
surrounding its long term effects (3+3 marks).

A

ResultsPlus

Examiner Tip

Always correctly label the curves in the
externality diagram and offer a brief
explanation to secure the 4 marks available.
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*(e) With reference to the concepts of private costs and external costs, assess the

possible economic effects of ‘the use of genetically modified cotton seed’
(Extract 3, line 1) Use an appropriate diagram in your answer.

(14)
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Examiner Comments

Here 12 out of 14 marks were awarded. All 8
KAA marks were achieved by defining private

costs and external costs (1+1 marks), offering

examples of both types in GM cotton farming
(2+2 marks) and then producing a relevant
diagram with explanation (3 marks).

Evaluation came in the form of a discussion on
the magnitude of GM farming, its long term
effects and an understanding that revenue
could increase for farmers (1+2+1 marks).

ResultsPlus

Examiner Tip

Try and offer more substance to the evaluation
points - for example, develop properly the
issues of magnitude and time period rather
than just providing limited rehearsed answers.
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Paper Summary

Unit 1 offered an ideal opportunity for candidates to demonstrate their knowledge and
understanding of competitive markets and market failure. It also provided the building
blocks for candidates to develop and apply economic concepts and models across the whole
syllabus.

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

The key to success in answering data response questions was to make use of the
information provided and apply demand and supply analysis. It also required a thorough
understanding of market failure and an ability to evaluate when instructed by the question.
Answering the question set was crucial rather than simply regurgitating notes on what

one might have wanted the question to be. The feedback offered in this 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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