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Introduction

This is the second series that the IAL Economics 'Markets in Action' has been sat and
there was an increase in humbers sitting the paper compared to January. There was also
an improvement in the standard of work produced. The performance of candidates on the
supported multiple choice was greatly improved compared to the January season.

Overall, the paper was accessible for all candidates, all typically being able to achieve
some marks on each question. In the supported multiple choice section, candidates were
usually able to pick up at least a couple of marks for either explaining or identifying the
correct key with some explanation. Question 7 on consumer behaviour, and question 8

on maximum wage, tended to cause some problems. On question 7, they often knew the
answer but found it very challenging to express why habitual behaviour will lead people to
remain at the same bank when others offer better rates of interest. On question 8, there
was much confusion with minimum wages and unemployment as opposed to the shortage
the diagram shows. The data response section for question 10 was slightly more popular
than question 9. Candidate performance on both questions was broadly similar. There was
an improvement in the quality of questions worth 14 marks. They performed better in their
ability to demonstrate knowledge, application and analysis. Answers tended to use the data
response material in a much better way, with explicit references far more common. The
quality of evaluation was also stronger with candidates using relevant evaluation points that
were well developed.

Diagrammatic analysis from the higher achieving candidates was good and it is the effective
use of these diagrams which enabled many candidates to achieve higher scores. Accurate
diagrams were far more common this series but still candidates need to be careful to

label all axis and curves and explicitly refer to any welfare losses rather than assuming

the examiner knows what the shaded area is. There were a significant number of superior
responses which scored very high marks, particularly in the supported choice section of the
paper and in the 6 and 4 mark questions on the data response.

Most candidates were able to complete the paper in the time available although some
clearly began to run out of time as final responses were often briefer and occasionally
unfinished. It is important that candidates practise the unit 1 sample assessment material
question paper and the January and June 2014 papers under timed conditions to strengthen
exam skKills.

Section A - Supported multiple choice

Most candidates found this method of testing accessible. Those candidates scoring at the
top end of the mark range were able to use relevant diagrams to support their answers and
the written responses were able to define and explain the correct key effectively.

Almost all candidates, at every grade, accessed marks by defining the main concept(s) in
the question for 1 or 2 marks. Those that went on to apply appropriate economic theory and
analysis were awarded up to 2 marks.

It is possible to achieve the full 3 explanation marks even when an incorrect option is
selected. Extra care in checking their answers would ensure they maximise the marks
achieved. Some 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). To achieve rejection marks it requires candidates to explicitly state the
option key being rejected and then to offer an appropriate explanation. Fewer candidates
failed to identify the incorrect option key. A significant number were using the rejection
mark to achieve their last mark on these questions. The mark scheme offers guidance on
how to reject incorrect options.
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Note: It is perfectly acceptable to use a combination of techniques for securing the 3
explanation marks. For example, explaining the correct answer (1 mark), diagrammatic
analysis (1 mark) and eliminating one or more incorrect answers (1 mark).

It is still surprising on questions where a diagram is provided that many students do not
annotate it to help explain their answers. Often they take the time to draw a diagram from
scratch which replicates what is provided. I would encourage candidates to annotate the
diagrams provided to save time.

Section B - Data response questions

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

of 48 marks. Consequently, it is vital that candidates make evaluative comments when
required by the question. The 14 mark question has 6 marks for evaluation (2+2+2 or
3+3) and a 10 mark question has 4 evaluation marks (2+2). This exam session saw more
attempts to offer evaluation points. Question 10 (Driving growth in the car market) was a
more popular choice, with slightly more candidates selecting this compared to Q9 (The price
of uranium).
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Question 1

This style of question seemed familiar to candidates and the responses were strong. Most
candidates selected the correct key and were able to define both positive and normative
statements. Candidates typically then explained why statement 1 was normative and
statement 2 positive.

The definitions of hormative statements were most likely to be incorrect when students
referred to them as being based on opinions whereas we are looking for them being seen as
value judgements.

In explaining why statement 1 was normative, some just said it is nhormative because of
the word 'should' but there needed to be an explanation as to how that makes it normative.
For example, 'should' is based on a person's value judgement, thus making it normative.
Students explained why statement 2 was positive in a much better way referring to the
ability to check the variation in minimum wages. It was very rare for candidates to use the
rejection technique.
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This response accessed full marks despite referring to opinions in defining normative
statements and not explaining why 'should' makes statement 1 normative. By attempting to
define normative, positive statements and explaining why each was normative and positive,
they accessed all marks available.

1 Statement1
A global minimum wage should be introduced to help the poorest workers in the world.
Statement 2

There is a variation in monthly minimum wages in Europe ranging from €159
in Romania to €1 874 in Luxembourg.

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

Both statements are normative
Statement 1 is normative and statement 2 is positive

Both statements are positive

o Nn @ P

Statement 1 is positive and statement 2 is normative

Answer .9

Explanation
(3)
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Examiner Comments

The candidate was awarded 1 mark for the correct answer - B.

1 mark was given for the definition of positive statements as one that can be tested/

being based on facts.

1 mark was awarded for explaining that we can look to check minimum wages to see
if it is true.

1 mark for definition of normative as based on value judgement. Reference to opinion
alone would not have been awarded.

Identifying ‘should’ in statement 1, but not linking to why this makes it normative, was
not credited. You would need to see the link to value judgements to award a mark.

Be careful when defining normative and focus on it being based on a value
judgement. Do not refer to opinions. This candidate was credited here
because they referred to it being both based on value judgements and
opinions.
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This response achieved full marks in a brief and efficient manner.

Nomatve, stafement  is.a

Statement 1
A global minimum wage should be introduced to help the poorest workers in the world.
Statement 2

There is a variation in monthly minimum wages in Europe ranging from €159
in Romania to €1 874 in Luxembourg.

Which one of the following best describes the two statements above?

(1

A Both statements are normative
Statemenﬂ is normative and statement 2 is positive
C Both statements are positive

D Statement 1 is positive and statement 2 is normative

Answer | 5

Explanation

Posive . Shtewweet 1s. o cltemet  based on. foct. oM can Ve

Examiner Comments

They achieved a mark for the definition of normative, linking it to value
judgements. One mark for defining positive statements linking to it being a
fact that can be tested to see whether it is true. One mark was awarded for
explaining that the phrase ‘should be’ shows it is a value judgement.

us

A
2@ ResultsP!

Examiner Tip

Remember do not just say it is a normative statement
because it has the word ‘should’. Try to explain, as this
candidate did, that it shows it is a value judgement.
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Question 2

This was an accessible question where most were able to identify C as correct which showed
the economy moving from Y to Z. A very limited number annotated the PPF diagram

to show the shift. The PPF was usually defined accurately as it was in the last series.

Many accurately define economic growth, although it tended to be your top performing
candidates that were able to get the final mark. This was often by referring to how the PPF
moves out due to technological improvement, or explaining the outward shift of the PPF
from KK to LL.

Rejection marks were common and candidates most commonly rejected Y to W, linking to
how this moves from fully utilising resources to leaving some resources unemployed.

This candidate has scored more than the marks allocated with 1 mark awarded for the
correct answer and 4 for the explanation, therefore achieving full marks.

2 The production possibility frontier KK represents an economy in year 1. The economy
is using all of its available resources.

L
Capital |[——
goods
K ~
X .
. \
\‘ " \
\_\\-
oW AN
0
Consumer
goods

In year 2, the economy experiences economic growth. This may be illustrated by a
movement from

YtoW
XtoY

YtoZ

o Nn = »

LZtoY

Answer | C |
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ﬁ ResultsPlus

Examiner Comments

1 mark was awarded for the correct answer C. 1 mark for the definition of PPF referring to the
maximum/ all resources fully employed.

1 mark for definition of economic growth - increases productive capacity.
1 mark for X and Y at full capacity and 1 mark for cause of growth as improvements in technology.

OO ResultsPlus

Examiner Tip

Annotating this diagram with arrows, showing the
movement from PPF KK to LL, would help candidates
access 1 mark.
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This candidate was awarded full marks.

2 The production possibility frontier KK represents an economy in year 1. The economy
is using all of its available resources.

L
Capital
goods
v Consumer
goods
in year 2, the economy experiences economic growth. This may be illustrated by a
movement from I
m

A YtoW
B XtoY
C YtoZ
D ZtoY
Answer C

froduckion ponibitity [contier B & shows Hhe magimum ponible
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IAL Economics WECO01 01 11



ﬁ ResultsPlus

Examiner Comments

1 mark was awarded for the correct answer. 1 mark for
accurately defining PPF. 1 mark for defining economic growth. A
final mark was awarded for explaining that the PPF curve shifts
outwards with more capital and consumer goods.

If rejecting D remember that this does not, in this case,
show economic decline. In year 1, Z is unobtainable as
you are told the economy is operating on KK in year 1
using all available resources.
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Question 3

This is a familiar question but many were confused by C. Demand rising will cause price
to rise not fall hence C is not correct. Most candidates could correctly answer D and then
define price mechanism. The link to the profit incentive was less common and tended to be

referred to by those performing better overall.

This response was awarded full marks.

3 One function of the price mechanism is to

(1)
A encourage government intervention to allocate resources >
B avoid price fluctuations

C ration scarce resources by allowing the price to fall when demand for a

product rises
IF‘:\\
/D _Jcreate an incentive to increase the quantity supplied of a product when
" price rises

Answer D

Explanation
(3)

____________________________ e pice. mehansM. & inuoles Ine ©Isatk
__________ demand.and. SAPPMA TN Ahs  MOSKRY vinicn. AL AUAS:
J«mgamc;{raaoodmasem@_%cmmmﬂ
O e PR oneohatl S s o provide an incenive
L AO PANAMENG . SO.NRN. L i o‘rugaod.aw PR—
e el oneshanksin  psounded o e30Hk inwihve o, .
AN o AN Cak

__________ plodutax ond, ko, A S\AMNS -

Mm@mmgmumpwhmwgm

L Thesefore,, e coffeck chol is D

a-el I 3 SMONAM

_ASTANG d\c\g{cﬁn apoe ,\¢ e pnu of tha. Sood
Candeanes Som e o due Yo on ancrtBse i demaiioh

_from 9 0 0\ . SAnHY Suppuad. OF Wak good Ncreanss.

fom e vo &, . (Total for Question 3 = 4 marks)

L
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ﬁ ResultsPlus

Examiner Comments

1 mark awarded for correct response given - D. 1 mark for definition of price
mechanism - supply and demand determine price. 1 mark for when price
rises, profit incentive increases and 1 mark for reallocate resources. 2 marks

for diagram showing rising price and extension of supply.

A
Q ResultsPlus
Examiner Tip

The sentence ‘Therefore the correct choice is D', adds
no value to the response and you only need to use the
key when rejecting responses.
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This is another efficient response covering exactly what is needed to secure full marks.
3 One function of the price mechanism is to
(1
A encourage government intervention to allocate resources
B avoid price fluctuations

C ration scarce resources by allowing the price to fall when demand for a
product rises

D create an incentive to increase the quantity supplied of a product when
price rises

Answer 'LD I

Explanation

Examiner Comments

1 mark for offering the correct response.

1 mark for understanding of concept of price mechanism - supply of
producers and demand of consumers.

1 mark for demand and price rising. Higher prices leading to the profit
motive causing an increase in supply, is the final mark.

Examiner Tip

The candidate could have linked rejecting C to the fact
that as demand for an item increases, the price will
rise.
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Question 4

This question tested students understanding of the benefits of specialisation. Most found
the question accessible and scored well. A number misread the stem and then referred to
output or boredom rising in their justification but the stem refers to a 'reduction of', so
this is not the correct answer. Pleasingly there were strong definitions of specialisation.
The link to how it leads to lower costs was variables. Some referred to less wastage as
people do not change between jobs, others looked at lower training costs, whilst others
focused on improved productivity. All were perfectly plausible and rewarded, Students
commonly rejected A, linking it to how the monotony would increase boredom. The very
best responses applied their answer specifically to a clothing company as referred to in the
question.

This response is able to both explain the correct answer and reject one of the alternative
responses.

4 Each worker at China Clothing Company used to perform all of the tasks needed to
make a garment from start to finish. The owners decide to apply division of labour to
its production process. This is most likely to cause a reduction in

boredom within the workforce
costs of production per garment

output per worker

o N @ P>

levels of production

Explanation
(3}

Duision og Jﬁbow s shea . woches  gel  specialised
in..one. . stage __«f  peoduckion. Also... called . speciaksation.
. Costs. . o£ .?s.odud.‘_on.... pPer....gotme nf clﬂ crease

because worhess  ger  speCiolised and get

More e{._]lic'-ea)r. Producks tahe. . less  Hme fo Manu,/afffwr.

T+ s ank A becaase b.j\'t..C'OH within. the

—

m;h{mcf,___ LA\ tincceosS€ duc%{j __,pc_r,@r_m AAe
Sotme .. Yash . mnj%ﬂt.i‘cx _..c{a.g_.__ R
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ﬁ ResultsPlus

Examiner Comments

1 mark for correct answer - B.
1 mark for definition of division of labour- workers get specialised in one
stage of production.

1 mark for workers become more efficient. They are awarded 1 mark
for rejection of A, as boredom is likely to increase as they perform the
same task repeatedly.

A

ResultsP

Examiner Tip

When rejecting responses, make it clear you are
rejecting them by stating the letter and linking it to
being incorrect or wrong.
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This response accesses full marks for explaining why the answer is correct, and rejecting
the answer linked to boredom.

4 Each worker at China Clothing Company used to perform all of the tasks needed to
make a garment from start to finish. The owners decide to apply division of labour to
its production process. This is most likely to cause a reduction in

{1}
boredom within the workforce

costs of production per garment

output per worker

o N @ >

levels of production

Answer Z

Explanation

)

4’%,{«27;;; Aol Skl SV, 4l ...
w3 2. 7( cadin @éja/:c/ nehenser szed]
” /

(3)

| //ﬁf A Lwiee /,ﬁ W
/ ,74 () /ﬁa:c ad’dfr'n% xé%r«d .

ResultsPlus

Examiner Comments

1 mark for the correct answer - B. 1 mark for definition of division of
labour - where staff specialise in one task. 1 mark for explaining that
this increases productivity/for rejection of C as it increases productivity.

1 mark for rejection of A due to it being repetitive which makes it
boring.

OO ResultsP

Examiner Tip

Try to relate more specifically to the business referred
to, e.g. a clothing company.
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Question 5

The question told them that there was a bumper harvest of coffee in Brazil and the

majority understood that this means supply rose and price would rise. Similarly, they were
able to connect coffee and sugar as complementary goods. In justifying their answer, most

wrote out what happened to supply, demand and price when they could have received
2 marks for adding a supply line to the coffee market and a demand curve to the sugar

market, showing prices falling and rising respectively.

A response that was brief but the explanation largely comes in the use of the diagram.
All they then needed to do was connect sugar and coffee as complements in their written

explanation.

Price per
100g coffee

Pe

2,

Rise
Fall
Fall

o N @ »

Market for coffee

(’_)'_

Price per
“ E-‘/ 100g sugar
. - [
o . G 1
- P
. yd P41
S ~
— Pe
SN
L g -
el [ ‘\\
A
e /'( \\‘
ey ™
/ : \‘\‘D
|
Qe (ta Quantity of 0
coffee

Price of coffee

No change

ol Sage
KXED & O

XE

Price of sugar
Rise
Fall
Rise

Fall

ne £t

&
P f’ir#_'-’_‘:(r__ 2™

& o~

5 The diagrams show the markets for coffee and sugar.

In August 2013 it was reported that Brazil is forecasting a larger coffee bean harvest
than in previous years. Other things being equal, this is most likely to cause

_(__'L-'-l..-‘,-,l_’-t' sealfan Af
1l & o F

S oy -9 g.-jp(l 2 gl M éejeg

[ -y A

....... R e T I._,'\_L!r‘_--f T I

Market for sugar

L
Lorr e

Qe 7 Quantity of
sugar

adtd e L8
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ﬁ ResultsPlus

Examiner Comments

1 mark for the correct answer C. 1 mark for the correct annotation
of coffee market in terms of increased supply and falling price

and 1 mark for correct annotation of sugar market to show rising
demand and prices. 1 mark for Complements XED<QO.

A

Examiner Tip

Annotating the diagrams to shifts in supply, demand and
price enable them to access 2 marks in a simple way.
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The candidate receives no credit for drawing unlabelled curves on the diagrams. There is,
however, an explanation of the impacts on the coffee and sugar markets and a connection is
made between the two in terms of them being complementary goods.

5 The diagrams show the markets for coffee and sugar.

Market for coffee Market for sugar

Price per Price per
100g coffee 100g sugar

Pe

Qe Quantity of a Qe Quantity of
coffee sugar

In August 2013 it was reported that Brazil is forecasting a larger coffee bean harvest
than in previous years. Other things being equal, this is most likely to cause
(1)

Price of coffee Price of sugar
Rise Rise
Fall Fall

Fall Rise

o N W »

No change Fall

Answer C

Oemand b the williongs end . ebitty  fg oo

O gl ah e given. time. Qption  C, becavse

4

_when  thee is a  lacge hp.»rx.e:.-}.......,. Ahis  wevld

coflee and  Bugar ate.  camplemendary.  aoods,
F -‘j = P

________ they e Copsumed. Lhoether, so. thy  wauld

_Cawse  demand . ... nccease. ol svgac,.. the  ieseling

An__ea  ingesse . of  prce. Optien A, i>  incercect

becayse  wchen Lospptheic o e lege  havesd

supphy Mo acceesc ceselting o e gl fedvcdion,
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ﬁ ResultsPlus

Examiner Comments

1 mark for the correct answer. The coffee market diagram is given no
credit as new supply curve and equilibrium are not labelled. Coffee
supply increased linked to price is at the end so 1 mark. 1 mark for
appreciation that coffee and sugar are bought together. 1 mark for
demand increase and price rise for sugar

A

ResultsPlus

Examiner Tip

Be careful to label curves when drawing diagrams.
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Question 6

Nearly every student was able to define or write down the formula for the price elasticity

of demand. A significant number incorrectly identified them all as inelastic when in fact
Europe has a PED of -1.2 making it elastic. This was frequently used as a rejection mark for
A. Many could identify the correct answer and could say that when demand is price elastic,
price rises reduce revenue but they do need to explain why. The best performing students
explained that the rising price sees demand fall by a larger proportion than price rises,
causing revenue to fall.

This was a more unusual response as they actually attempted to explain what happens
to total revenue through the use of a diagram. PED was defined and A rejected, as most
candidates did.

6 The table below shows estimates of the price elasticity of demand for short-haul air
travel within selected regions.

Region [ mnF-'-rice elasticity of.demand for :
short-haul air travel |
 NorthAmerica | 09 In
crope | . _12 : — | {;\c{ |
Asia ~-0.8 | W
P ——— R _05 I _.._I -

(Source: adapted from www.lata.org/SiteCollectionDocuments/air_travel_demand_summary)

From the data it can be deduced that
(1)

\.Q the price elasticity of demand is inelastic in all regions
(Bi\' if airlines increase prices in Europe their total revenue will fall
. airlines could reduce prices in Sub-Saharan Africa to increase their total revenue

short-haul air passengers in Asia are more responsive to price changes than those
in North America

Answer [’TB
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(3)
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{Tatal for Ouestion & = 4 marks)

ﬁ ResultsPlus

Examiner Comments

1 mark for offering correct answer and 1 for correct formula. 2
marks for diagram which is fully labelled showing total revenue
changes with a written explanation. 1 mark for rejection of A, as

Europe is elastic.

Examiner Tip

Remember that you don’t need to offer both the
definition and formula, as you will only get 1 mark for

this.
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Full marks were awarded for an accurate definition and explanation as to why revenue
falls, offering a reason why. The latter was rarely offered but demonstrates a good level of

understanding.

6 The table below shows estimates of the price elasticity of demand for short-haul air
travel within selected regions.

Region Price elasticity of demand for
short-haul air travel
North America -0.9 M(
Europe -12 of
Asia -08 Ll
Sub-Saharan Africa -0.5 WA!-&

(Source: adapted from www.iata.org/SiteCollectionDocuments/air_travel_demand_summary)

From the data it can be deduced that
(1)

A the price elasticity of demand is inelastic in all regions b
B if airlines increase prices in Europe their total revenue will fall  _-
C airlines could reduce prices in Sub-Saharan Africa to increase their tqtal revenueﬂk
D short-haul air passengers in Asia are more responsive to price changes than those
in'North America
Answer
B

wikome 1\ Gy €uvor® i ot
mﬁ ,&.tm ______ -1 Cloy =12 anet ¥
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ﬁ ResultsPlus

Examiner Comments

1 for correct answer. 1 for formula of PED. 1 for elastic in Europe.
Diagram not credited as demand curve not labelled. 1 mark for
written explanation that there is a greater decrease in quantity
demanded leading to revenue drop. 1 mark for reason - due to
large number of substitutes such as railways.

Remember to label diagrams - this clearly shows
revenue will fall but it needs to be explicit as to what

the curve is.
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Question 7

The vast majority of candidates were able to identify the correct answer. They found it a
challenge to explain why consumers remain with their current bank when other banks offer
higher rates of interest. Most could explain that customers usually maximise their utility but
beyond this many struggled. The best responses referred to how they get in to the habit of
using the same bank so would prefer not to change. Many successfully rejected B explaining
that if they were good at computation they would move to a bank offering a better return.

This response was unusual as it explains how habitual behaviour means they will stay with
their current bank.

7 Consumers are unlikely to move their savings account to another bank, even when

other banks offer higher rates of interest. This may be explained by consumers
(1)

minimising utility
being good at computation

experiencing external costs

o n = >

exhibiting habitual behaviour
Answer D

Explanation
(3)

Behovoural . eLonomic s Tl STuay of-how  contumass aprdo
tequares Fime. . ang. eftov Jﬁ\mbme _0G0n o exivon oifictal estto..
&mf,ni\:\g____mnmf__mma_ omh_\oh.o\}__mti_a._a;_mimamm@m‘r

O\ WO OQONING Wi K m@_m}...b.mt.;...o_.?mn....#.lgmc.ormu’
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ﬁ ResultsPlus

Examiner Comments

1 mark for the correct answer.

1 mark for linking to behavioural economics and how people do not always
maximise utility.

1 mark for linking inertia and being comfortable with current bank which links
to the idea of exhibiting habitual behaviour.

1 mark for A incorrect, as rational consumers aim to maximise utility not
minimise it.

A

Results!

Examiner Tip

This area of consumer behaviour is clearly a challenge
and students need to take extra care in revising this
section.
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This gained full marks for focusing on explaining how habits are formed and explaining why
the alternative is wrong.

7 Consumers are unlikely to move their savings account to another bank, even when
other banks offer higher rates of interest. This may be explained by consumers
(1)
A minimising utility *
B being good at computatinn*
C experiencing external costs %~

D exhibiting habitual behaviour

Answer p

Explanation
(3)
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Examiner Comments

1 mark for correct answer, 1 mark for frequently use so
becomes a habit and also the link to not caring about
alternatives with higher interest. Final mark for good at
computation so they would switch for better interest

Only define the key concepts in the question. The area
being tested was consumer behaviour and why people
may not maximise utility to interest rates.
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Question 8

This question caused real problems. Some saw this as a minimum wage and not a maximum
wage. Others got all of their explanation wrong although they identified excess demand as
causing unemployment rather than a shortage. This means they incorrectly selected B as
their answer. One of the easiest ways to access marks here would be annotate the diagram
to show that supply contracts and demand extends with the resulting excess demand or
shortage. Many understood that executives would seek employment abroad but fewer
actually linked this to why in terms of higher wages likely to be offered abroad.

This candidate used the diagram to quickly access marks without having to write large
amount. They are able to define key concepts and reject A effectively.

8 The diagram shows the labour market for executives in Swiss companies,

Wages of
executives

We

Wmax / é ) l
; {a.boaré Sl{wf‘fff

1 I D
! 5 |
0
&1 Qe &L Quantity of
executives

The public in Switzerland considered restricting the pay of executives who manage
Swiss companies. The imposition of such a maximum wage at Wmax would
(n

A resultin the wages for executives of Swiss companies remaining unchanged
B cause unemployment of executives in Switzerland

C attract executives from other countries to Swiss companies

D

cause some executives of Swiss companies to move to ather countries

Answer | [}

Workeps are alloued +o fpeceive for their works,

Option A incorrect Sinte & the powimum wage will
only has no effect on the uage price when it s

A makihum  wage 15 the Highest wage that
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Examiner Comments

Correct answer so 1 mark. 1 mark for labelling labour shortage
on diagram. 1 mark for definition of maximum wage. 1 mark
for rejection of A, as will only have no effect if maximum wage
above equilibrium wage.

A
Q ResultsPlus
Examiner Tip

When labelling the new quantities, show where
quantity supplied adjusts to and where quantity
demand adjusts to e.g. replace Q1 with QS and Q2
with QD.
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This candidate uses the diagram and refers to it in the written section to justify D as the
correct answer. Clear understanding of maximum wage.

8 The diagram shows the labour market for executives in Swiss companies.

S
Wages of
executives ;
We a2
Wmax
D
0
X Qe S Quantity of
executives

The public in Switzerland considered restricting the pay of executives who manage
Swiss companies. The imposition of such a maximum wage at Wmax would
(1)

result in the wages for executives of Swiss companies remaining unchanged70
cause unemployment of executives in Switzerla n'@o

attract executives from other countries to Swiss companies ?d

o N @™ >

cause some executives of Swiss companies to move to other countries

Answer 0

LA OXIMUIN. W0ge Bl 1S A \egat\iy AMNPOsed WAQe
mse@fmb e Markek eapiigium wage. sodt fo
pfe,uem ©p. exenuven . NOom msun% Ao
Welils3) ;mpce\«\a Qe NOXMUM
: Mm hm e;upp%b? SUNSS. eXCLNNVes O
. aeeteest o Q2 0D MOMe 1% INCLNGE foithane.
o EXEOGES Yo WD andl Bhoy. LWL MDKE fo oga o
MW\Y\\%YMWTWWWMQRdEDESWlS$
_eeciiwes W\ extehd  to @1 a% now W & theopeato
AN AR _
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Examiner Comments

1 mark for correct answer. 1 mark for definition of maximum
wage. 1 mark for supply contract to Q2 and 1 mark for demand
extends to Q1.

Using arrows to show contraction and extension is
helpful to the examiner.

34 IAL Economics WEC01 01



Question 9 (a)

Most candidates explicitly used the data to exemplify the falling price. They then identified
Japan and the closures, or reconsidering of uranium and nuclear as causing the fall in
demand. Better candidates linked to German closures too. Diagrams were usually well done

with demand falling and the original and new equilibria being drawn.

A response that has relevant explicit data use, the diagram is accurately drawn and reasons

from the extract are offered.

(a) With reference to Figure 1 and Extract 1, explain why the price of uranium has
fallen since March 2011, Use a supply and demand diagram in your answer.

Ecm Pﬂmg

(6)
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I
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Examiner Comments

This offered explicit data reference about uranium’s price moving from
$65 to $37 (1 mark). They linked to Earthquake and leaks, which led
to two major customers - German and Japan - stopping purchases
(1+1).A diagram is drawn showing the original equilibrium (1), new
equilibrium (1) and shifts in demand (1).

A
Q ResultsP
Examiner Tip

When referring to data the precise numbers will gain
more credit. It is not usually good enough to just say
prices fell, as many did. It says prices have fallen in the
question and so would not be rewarded.

us
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Here there is explicit use of data on prices and causes of falling demand. The diagram is
drawn with relevant shifts and equilibria.

(a) With reference to Figure 1 and Extract 1, explain why the price of uranium has
fallen since March 2011. Use a supply and demand diagram in your answer,
(6)
..... Sinee maedh 200\ tonive. hay Cﬂ":n . ___{_r_o_m S
Keasons : ém’ﬁlqm Ke in_ Sapoa.. cowsed . .d.a!@@,ac L Fuheshimag.

B T R - Y P

‘ Cauﬁ._‘mg_ . Lountries  to recoasider  use OJ: .

P -7 Pl

T < T 5 S

, -
_____________________ tall A  peice .

+IuS

Examiner Comments

One mark for data reference- $65 to $37. One mark for earthquake
and damage causing countries to reconsider nuclear (1 mark).Diagram
showing original price and quantity (1), new price and quantity (1)
and shift in demand (1). Although axes were not labelled they were
rewarded for their diagram.

OO ResultsP

Examiner Tip

Do remember to label axis and curves - it did not affect
the marks this time but often will.
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Question 9 (b)

A common mistake with this question was for students to focus on the impact on the labour
market of the Fukishima nuclear disaster. When reading the Economics it was generally
sound. However, the question talks about changes in sources of energy. This needs them
to focus on nuclear closures and the impact on the labour market. They need to look

at demand falling due to derived demand. This then leads to wages falling and reduced
employment/ unemployment rising. In contrast they could look at the growth of the solar
energy market increasing labour demand, wages and employment. When doing diagrams
for the labour market, it is important that the price of labour is referred to as wages, and it
is best to annotate with W rather than P. Evaluation often focused on the ability of workers
to transfer between jobs and looked at occupational immobility. They also linked to the
need for staff to decommission nuclear plants as reducing the impact and the likelihood of
needing capital intensive production with solar panels.
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A solid response working in the top mark band for both sections but not quite demonstrating
the level to access full marks. More on solar would have helped.

(b) With reference to Extract 2, discuss the impact of the ¢changes in sources of
energy supply on labour markets in Japan.
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L o S
S Results+lus
/\ Examiner Comments

They talk about the closure of nuclear plants meaning demand for nuclear fell; derived demand,

so decreased demand for labour, wage falls and quantity of workers decreased. Diagram

illustrates a fall in demand, wages and quantity. Considers unemployment and lower incomes and
contaminated areas meaning more sickness so workers less productive at work. Evaluation looks
at occupational immobility where those entering the solar market may lack skills. There is also
reference to geographical immobility. Evaluates by looking at regional house prices being important
- if differentials are reduced people may move to other places to work. Evaluates by considering
that training is important as well as healthcare where treatments will mean more productive
workers.

KAA- 5 marks. Clear understanding of effect of decreased demand for nuclear power plants.

Only brief reference to solar so 5 and not 6. EV- 3 marks. Detailed evaluation, all related to
occupational immobility and possible solutions.

Examiner Tip

To improve here, a closer look at the solar energy
market might help.

IAL Economics WECO01 01

41



The candidate achieves full marks and has a well-developed response. It is well analysed

with a clear diagram and application to the Japanese energy market. Evaluation is detailed
and relevant with good development.

(b) With reference to Extract 2, discuss the impact of the changes in sources of
energy supply on labour markets in Japan.

(o)
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ﬁ ResultsPlus

Examiner Comments

This response refers to expanding into solar energy/ hydroelectricity and
how they will require labour, which increases the demand for workers in
the secondary sector. The evaluation offered looks at the fact the jobs

may be infinite, unlike coal which runs out. The diagram shows demand
shifting out, wage rate increases and quantity increases. Evaluation

of elasticity of supply, as solar requires specific skills/ danger so little effect
on supply.Evaluation of occupational immobility where those employed in
nuclear find it difficult to move to solar.

KAA- 6 marks. Clear understanding of the effect of increase in demand on
labour market- in context with references to expanding solar and closures in
nuclear.

EV- 4 marks. Best two evaluative comments supported by relevant
reasoning.

Examiner Tip

When evaluating on a 10 mark question you need to
offer two developed evaluation points.

IAL Economics WEC01 01
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Question 9 (c)

Higher performing candidates defined externalities in detail, offered an accurate diagram,
identified externalities from the extract and typically gave evaluation points relating to
measuring issues and positive externalities. The standard of work on this question was
generally high. With the diagram, students need to remember to label the welfare loss and
explicitly label the market equilibrium and social optimum. Some candidates struggled with
the diagram and could have benefited from further practice.

A strong response with well-developed knowledge, application and analysis clearly linked to
the extract, demonstrating clear understanding. The evaluation is detailed and accesses the

top mark band.

{c) With reference to Extract 2 and using the concept of externalities, examine the
economic effects of nuclear energy production,

celffecks on (14)
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': 4 Results?

us
/\ Examiner Comments

The candidate defines externalities by referring to third party effects as a result of
a transaction. Examples are given from the extract including contamination of soil/
wildlife, cancer caused by radiation exposure. The candidate links this to pressure
on health services. Evaluates by referring to jobs created and cheap energy as a
positive externalities. Refers the welfare loss as Social Costs are greater than Social
Benefits. Diagram with curves shows free market and social optimum. Evaluation
showing it is difficult to measure and to put a monetary value on soil contamination
and the consideration of the magnitude of social costs with relation to benefits.

KAA - 8 marks. Level 3 - clear understanding with definition, relevant examples and
diagram drawn accurately.

EV - 5 marks. Evaluation is developed with two of them good enough to access the
top mark band.

Examiner Tip

Be careful when drawing welfare loss. It was commonly
drawn in the wrong place or not labelled.
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(c) With reference to Extract 2 and using the concept of externalities, examine the
economic effects of nuclear energy production,

(14)

This response demonstrates strong levels of knowledge, application and analysis, clearly
accessing the top mark. The evaluation is also strong but not developed enough to access
the top level.
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This offers a detailed definition of externalities linking to spill over effects on third

parties who are not compensated. The diagram has the curves accurately drawn and in
the written explanation identifies market equilibrium, social optimum and welfare loss.
Examples from the extract include contamination of food and water, cancers in humans,
endanger animals and plants - 70,000 remain in the area being contaminated. Offers
evaluation looking at job creation both directly and indirectly and looks at issues that
make it difficult to place a monetary value on externalities and how the magnitude issues
makes it hard to judge where the social optimum is.

Examiner Comments

KAA - 8 marks. Level 3 - clear understanding with a definition, diagram, and examples
developed in context.

EV - 4 marks. Level 2 - two developed evaluation points.

;

Examiner T|p

When drawing the diagram for external costs
remember that labelling the welfare loss, market
equilibrium and social optimum is needed.

IAL Economics WEC01 01
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Question 9 (d)

Most were able to accurately define a renewable resource and certainly access the first
mark, often referring to the fact it can be used again and again. Fewer were able to access
the second mark for defining renewable. Nearly all picked out the example of solar power
and less were able to identify hydroelectric as well. Some did use examples not related to
the text but they had to link to energy so examples of fish stocks were not accepted.

Whilst only a brief answer it quickly accessed marks.

Rangaable exvrg . fesgret (6 My rsoust that  can dse again
and aﬂa[m % Lk pind . sundhine. and <o on.

ﬁ ResultsPlus
Examiner Comments

1 mark for use again and again. For example, sunshine was
accepted in place of solar (1) and although wind was not in
the extract (1), any renewable energy resource was accepted.

A

/ ResultsPlus

Examiner Tip

Do use the extract to pick out examples and data, as
typically on a 4 mark question, 2 marks will be for this
application.
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Develops the definition and gives examples from the extract.

(d) Explain what is meant by ‘renewable energy resources' (Extract 2, line 19)
(4)

 he roewnlle ey rumigs - e eremy

p uth s solar ewngy o hyobclechriy, ey
o Wpcluted . 7he. yereunb(e 9y YESOULS. 0.

ﬁ ResultsPlus

Examiner Comments

One mark for quickly replenish themselves. 1 mark for each of
the examples solar and hydroelectricity. One mark for good for
future production.

OO ResultsP

Examiner Tip

Examples taken exactly from the extract are useful
here.
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Question 9 (e)

The question required candidates to look at the impact of the guaranteed minimum price
scheme on solar power in Japan. Better candidates were able to draw the minimum price
above the equilibrium and were able to identify excess supply and the likelihood of the
government having to purchase this. This work was in context and appreciated the ability
to store and sell buffer stock was more limited. Weaker candidates often drew minimum
price below the equilibrium and failed to talk in context so were talking about selling the
solar power to Germany and saving it up until needed which is more difficult with electricity.

These responses were standard minimum price responses you would expect for agricultural
products.

The candidate offers a well-developed response that is in the top mark band for both
knowledge, application and analysis, as well as evaluation.

(e) Evaluate the decision by the Japanese government to introduce a ‘guaranteed ¥ =S~ “1 |

minimum price for solar power. (Extract 2, line 14) |
(14)
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ﬁ ResultsP

i —a ko Conr 5,

H_C\f‘-" \:::-Hi Im',-; L e L M'n—-—khf-\,x.w\ pri(:.l._ bt

ernPloved a—a  bu loeac tecee eflfe ts

ST \ee o SET L Sansiti L st

Xe alse  Suxpend S o koo elasrielsr

E\ASHIC i ke pvicn  clorcre il

us

Examiner Comments

The candidate defines minimum price and gives a reason - to protect domestic supply.
Identifies that this leads to higher returns and increase output. The diagram is drawn
showing minimum price which is identified above market equilibrium. Identifies that producer
and consumer surplus has increased. It also shows that the already high price will be even
higher and there will be lower demand. The evaluation talks about opportunity costs where

the government is spending and also the long term costs to government. It also evaluates by
looking at elasticity of demand.

KAA - 8 marks. Level 3 due to clear understanding of minimum price in context.
EV - 5 marks. Level 3 response with developed evaluation points in context.

Examiner Tip

It would have been useful to have identified the excess
supply/ surplus on the diagram.
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A response showing really good knowledge, application and analysis but more limited
evaluation.

(e) Evaluate the decision by the Japanese government to introduce a‘guaranteed

minimum price for solar power, {Extract 2, line 14)
(14)
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Examiner Comments

This response includes a diagram showing minimum price and surplus. It talks about how
the minimum price will stabilise price and protect suppliers. It explains that the product will
not be bought below Pmin. It also includes the fact that suppliers gain more revenue/ profits,
which creates an incentive to produce and invest more. An evaluation is offered looking at
the fact there is a surplus and this may cost the government.

KAA - Clear understanding of minimum price achieves level 3 and full marks. Ev - Brief
evaluation achieving level 1.

Examiner Tip

A 14 mark question needs 2 or 3 detailed pieces of
evaluation.
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Question 10 (a)

This question focussed on the effect of changes in the car market on consumer surplus.

It was pleasing that the data was normally explicitly used to show the growth. It was also
good to see candidates manipulating the data to show the percentage change or difference
between the two years. Candidates were rewarded for offering reasons from the extract
as to why consumer surplus changed. The diagrams were typically accurately drawn in
terms of supply, demand and equilibria. Where candidates really struggled was in showing
the original and new consumer surplus. Centres would be well advised to get students to
identify original and new consumer or producer surpluses and ensure they can identify
the change. Labelling or referring to the triangle ABC and such methods was helpful in
being able to award marks here. There was also a mark available for simply summarising
the change such as saying consumer surplus increased. Responses were slightly weaker
on average than the corresponding 6 mark question 9(a). This was due to the problems
students had with identifying consumer surplus.

This candidate achieved full marks on the question. The diagram clearly shows the old and
new consumer surplus. They used data in the extract to good effect.

(a) With reference to Figure 1 and Extract 1, explain the likely impact on consumer
surplus of the change in demand for new cars between 2010 and 2012, Use a
supply and demand diagram in your answer.
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ﬁ ResultsPlus

Examiner Comments

1 mark awarded for showing the shift in the demand curve, the old and
new equilibria and the old and new consumer surpluses. The explicit
data reference also earned 1 mark - 58.58m to 64.94m. Uses extract to
identify causes of increased demand referring to increased incomes and
access to finance.

A

ResultsPlus

Examiner Tip

It is worth explaining in the write up how the consumer
surplus changes, by saying it increased.
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This candidate uses the information in the data effectively and produces accurate diagrams

that are explained to access full marks.

(a) With reference to Figure 1 and Extract 1, explain the likely impact on consumer
surplus of the change in demand for new cars between 2010 and 2012. Use a
supply and demand diagram in your answer,

(6)
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ﬁ ResultsPlus

Examiner Comments

2 marks are awarded for identifying the cause of increased demand in terms of
employment, economic growth, rising incomes and low interest rates. 1 mark for
explicit data reference - 58.58m to 64.94m. 2 marks for diagram showing demand
rises and equilibria. Consumer surpluses gains one mark.

A

Examiner Tip

If you end up drawing two diagrams, make it clear to
the examiner which you want to be marked.
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Question 10 (b)

The question enabled most candidates to demonstrate an understanding of normal and
inferior goods with most defining both accurately. Those that tended to perform less well on
the paper typically referred to rising incomes and rising demand without explicit reference
to data. Those that did well overall tended to explicitly use data that showed rising demand

and also rising incomes.

This response makes good use of definitions which achieve one mark each and uses the

extract to i

dentify changes.

(b) With reference to Figure 1 and Extract 1, explain whether cars are a normal or an

inferior good.
4)
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Examiner Comments

Defines both normal and inferior good and then refers to the
extract in terms of income and car sales. The final mark was
awarded for identification that the relationship between the two
is positive.

A
Q ResultsPlus
Examiner Tip

The candidate received two ticks for each definition
of normal and inferior goods but could only earn one
mark for each.
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This was a standard response which defined normal and inferior and applied it to the

context provided.

(b) With reference to Figure 1 and Extract 1, explain whether cars are a normal or an
inferior good,

a®
Income. lostienty. of. demomed. = -%;T YD)

b
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(4]

ﬁ ResultsPlus

Examiner Comments

The candidate received 1 mark for defining normal goods and
1 mark for defining inferior goods. The reference to incomes
increasing in Asia/ S. America and the car sales increased,
accessed the 2 application marks available.

us

A
@ ResultsP

Examiner Tip

On four mark questions, 2 marks will be available
normally for definitions and the other 2 for application
to the case study, so refer explicitly to numbers or
information in the data.
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Question 10 (c)

In question 9b, the candidates linked the energy market to the labour market and some

struggled with this. Here the responses were generally slightly better. Most candidates

referred to the increased sales of cars and then drew a diagram showing increased demand,
a higher wage and quantity of labour. There was some good evaluation on this question. A
common response was to refer to the fact production may be capital intensive and that the

supply of labour may take time to emerge due to skills needed.

A strong response with diagram, reference to data, explanation of derived demand and
strong evaluative points.
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(c) Discuss the likely impact of the |n£@§_sg_l_n_d_ema_nd for new cars on wage rates in
the car industry.
e
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<;» ResultsPlus

Examiner Comments

This candidate produced an accurate diagram showing demand increasing, wages
rising and quantity of labour increasing. The idea of derived demand is explained
and reference to increased demand for cars, and how this will increase demand
for car workers, is made. The candidate refers to the data in terms of the numbers
employed (167,500 increase) and evaluates by referring to inelastic supply for
engineers leading to wage rise being significant. There is a second evaluative point
about the large increase in demand leading to the large increase in wages.

KAA: 6 marks. Level 3 response, with clear understanding of the impact
of increased demand for cars on the labour market.

EV: Two well-developed points achieving level 2 and full marks.

Examiner T|p

The evaluation refers to data to back up arguments
which is an example of good practice.
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The candidate achieves full marks for both their knowledge, application and analysis and
evaluation.

(c) Discuss the likely impact of the increase in demand for new cars on wage rates in
the car industry.

(10)
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ﬁ ResultsP

us

Examiner Comments

The candidate identifies that the demand for cars rises, leads to higher prices which incentivises
them to increase supply and more workers are demanded. There is also reference to the extract in

terms of 167,500 jobs being created and to higher wages and higher quantity. This is also shown
diagrammatically.

An evaluation is offered and reference is made to India and the fact it is a small change, so the
change in the labour market will be modest and the labour market may not grow significantly. There

is a second evaluation point about new machines offsetting demand for labour, so wages may not
rise.

KAA - 6 marks. Clear understanding with knowledge, application and analysis. EV - 4 marks. Two
developed evaluation points.

A

Examiner Tip

Using direction arrows helps direct the examiner to
what you are showing in the diagram.
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Question 10 (d)

Most candidates could define a subsidy and show diagrammatically the effect on supply
and equilibria. The top performing students were able to show what part of the subsidy
benefited the producer and surplus and the unit or total subsidy. Most responses focused in
on the electric car market and the best work tended to look also at the impact on the fuel
car market. Evaluative points tended to focus on opportunity costs of the funds used, the
lack of impact of the previous subsidy and the weak infrastructure.

A very strong example of knowledge, application and analysis and a strong evaluation. Good
use of context to complete the response.

(d) With reference to Extract 2, evaluate the possible effects on the Chinese car
market of the government’s subsidy for electric cars,
(14)
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ﬁ ResultsPlus

Examiner Comments

The candidate defined subsidy accurately and then linked this to how it would be more
environmentally friendly as it reduced external costs. Next it was stated that there will be
increased supplies of electric cars and the fact that employment may rise, with reference
to consumer and producer surplus both increasing. The diagram is accurately drawn
showing increased supply, lower price and higher quantity. The producer and consumer
subsidy and total government expenditure on the subsidy are referenced as well as data
on size of subsidy too. It is awarded full marks for knowledge, application and analysis.

The evaluation offered is detailed and achieves level 2. The candidate looks at it being

dependant on how long it is on offer and the fact the previous was ineffective. Total score
is 12.

OQ Resu

Examiner Tip

When showing subsidies, try to identify the size of the
subsidy and what goes to the producer and consumer.
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A strong response achieving full marks. Whilst the candidate did not identify the size of

the subsidy, the written explanation was extremely detailed and identified key effects on a

number of areas.

(d) With reference to Extract 2, evaluate the possible effects on the Chinese car
market of the government’s subsidy for electric cars.

o Subsidy e 4 agrand

(14)
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Examiner Comments

This response offers a definition of subsidy, showing that it lowers costs. This is
followed by the identification of the size of the subsidy and that consumer surplus
increases. It also talks about the policy being more environmentally friendly. A
diagram to show supply rises, price falls and quantity rises is included. Full marks
for knowledge, application and analysis as there is clear understanding of key
issues and detailed analysis. There is breadth and depth of analysis to access full
marks for evaluation. Reference is made to the larger subsidy that led to 11,375
electric cars and that firms may not be willing to produce electric cars as the cost
of production is very high. A link is made to opportunity costs of the subsidy and
how normal cars will be still bought as electric cars are still expensive.

A

SEiA\ ResuitsP

Examiner Tip

us

When evaluating on a 14 mark question, develop
two or three in detail; more than this means you will
probably not have the required detail.
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Question 10 (e)

Most responses were detailed and included the necessary diagram. Many produced a supply
and demand diagram, although others did an externalities diagram. Only the best of these
actually shifted the supply curve to show the indirect taxes impact. With supply and demand
diagrams, it was the total tax or incidence which was often ignored or wrongly drawn. A
significant number were clearly running short of time and reverted to bullet points and
briefer responses meaning they were not able to offer the detail required to access level

3. Answers tended to focus on the impact on the car markets for petrol and electric cars.
Fewer than you would expect looked directly at the impact on the fuel market. Evaluation
here tended to look at the fact demand is likely to be inelastic and therefore quantity will
not change much and better responses then linked this to the incidence of the tax. Another
common response looked at how funds can be used to help the environment.
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This was one of the better responses in terms of diagrams but could have focused in more
on the fuel market.

(e) Evaluate the likely impact of the planned increase in indirect taxes on fuel on the
level of car emissions in China. Use an appropriate diagram in your answer,
(14)

An  indirect fax. s o dax. deyid on. experditure..
opg:::ods and._aervices.. Thae. are. fuo.

_of indirect _fox. —. Specific. fax. .and od\.afOre'n
tax. The.. @xfmcf AClks.. abo. .advalorem.

lax cwhich je . pm:mfcge of’ the. tota)

An._cdvalorem fax. ouvees a.nonparaliel ...
_ahift in_the s;s.pp!‘cjazfu?s from. 1he
CxN). )’GPKQSQH:S e coblal ot s
Ihe. indirect. Yoy increases e cost .
~consomers...ar).. 1 LrCtxe. . o raﬁa’w

IAL Economics WECO01 01 73



74

....... neumption...of. foel. arx:!mamk:um@
heamo!reposab!e INCOME. - Extroet Q.
SIHES  that the. Wirect 4ax D .@Urg
= A0 eohile. tax. on. amal..
car. e’?ggrzecs s ﬂoaﬂ?&'d To. rh fom.
Jhs acdts. aa. on. rxerrbe. {Epr
..car rrzonuFbeﬁ)reg Ho. o@/eﬂop more.

e — efficient. ehitkes, Gt e o, profect..

= prcyF::f rnargﬂs

_will _hove. [He et on the  aqoenments

_obectie. fo. reduce. exderad aosts - This

o o hard._ost. From. the Qovarn mens..as

........ foel. s omediered o tee—ar have. an.
_Inglostic_dermano (ie.-a.  small increase.
Ln.pdce..cors. ot offect. Quontity.
~dermanded kg @ ﬂOrge exiert) . Therefee

Con the Hox. rd@n .......... 4 o This

~will greatly otect e b mmp

_workers _colo. have. o Pimied  incore:- T4

ma‘fj 8&/@"? ncense.
n. Chura .

IAL Economics WECO01 01




[
< ! ResultsPlus
/\ Examiner Comments

This response defined an indirect tax. It draws the supply and demand diagram, showing the
shift in supply due to their higher tax, price rising and quantity falling. It also refers to the
producer and consumer burden as well as the size of the tax. There were arguments on the
fact more fuel efficient cars would exist but they linked this to a tax on cars not fuel, so no
credit was awarded.

KAA: 6 marks. A level 2 showing sound understanding but needed to link external costs to
fuel to do better.

The evaluation was strong with a look at magnitude - with little effect on external costs if
the tax was too small. It also refers to inelastic demand and how the burden of the tax will
be passed on to consumers which could affect low income earners. The response was in
level 3 although not at the top of this band: 5 marks.

< ResuitsP
\

Examiner Tip

This candidate talks at length about ad valorem taxes. Many
others had very long discussions on the difference between ad
valorem and specific taxes which added little to the responses as
it did not really answer the question.
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This response showed a strong level of knowledge, application and analysis accessing the
top mark band. The evaluation was brief and in the lowest mark band.

(e) Evaluate the likely impact of the planned increase in indirect taxes on fuel on the
level of car emissions in China. Use an appropriate diagram in your answer.
(14)
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Examiner Comments

The candidate defined indirect tax as one that is levied on goods and services.
The externality diagram was accurately drawn with the curves including the tax
in the correct place. The other diagram was better and this counted towards the
final mark. The candidate identifies that the cost of production will rise causing
an increase in price and decrease in quantity. They looked at the impact on

the market for the complement cars, showing that demand would reduce, as
people who cannot afford fuel will not buy cars. For evaluation, the burden on
consumers was brief.

For knowledge, application and analysis this scored 7 marks as it showed
clear understanding of the effect of tax on fuel linked to carbon emissions. For
evaluation, it scored 2 marks as it was brief and not well developed.

A
Q ResultsPlus
Examiner Tip

Do remember the diagrams need the axis to be
labelled.
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Paper Summary
Key points

There was a significant improvement in performance on the supported multliple choice
section as well as improvement in the performance on 14 mark questions.

4, 6 and 10 mark questions performed slightly less well on average than in the January
series.

Overall there was an improvement in the quality of responses offered.

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

On supported multiple choice questions where a diagram is drawn, it is usually advisable
to annotate it. Many draw the same diagram again adding annotations to that, but this
wastes time in the exam.

Be careful to read the question stem carefully. On question 4 many wrote about how
output, productivity and boredom will be increased when the stem asked about what
would be reduced.

Candidates and centres need to do more work on consumer behaviour and why people
will not switch to better deals. The mean score on question 7 was low although many
got the right answer. Students found it very difficult to explain habitual behaviour.

More care needs to be taken getting students to understand the difference between
minimum and maximum prices and which of these causes shortages and surpluses, as
this was confused by many.

Always draw a diagram when it explicitly asks for one on the question.
Label the axis and curves on diagrams.

More care needs to be made when drawing consumer and producer surplus, especially
where demand or supply shifts.

When showing the effects of subsidies and indirect taxation is it worth students
identifying the total tax and the incidence or burden of the tax. When this was done it
was not always accurate.

Practice is needed in drawing externality diagrams- these were better than the previous
session but still 'welfare loss' was often drawn in the wrong place. Care also needs to be
taken to label it explicitly.

On 14 mark questions, evaluation points are needed - students will be credit for two or
three well developed evaluation points.
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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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