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Introduction
The numbers sitting this unit has increased year on year since 2014. On this paper, there are
32 marks in section A, supported multiple choice section and 48 marks in Section B, the data
response section. Candidates have a choice of two data response questions, with similar
numbers doing each. The quality of responses has once again improved.
Stronger responses did the following: Offered accurate definitions of key terms including
positive and normative statements, consumer surplus and elasticities. Candidates were
more able this series to explain habitual behaviour. Candidates were able to define
renewable and non-renewable resources. It was pleasing that most linked this to examples
from the data. The annotation of diagrams shifting supply or demand as appropriate and
drawing new equilibria was well done by a significant number. Diagrams were well used
to show how the minimum wage increased unemployment. Diagrams were well used to
illustrate external costs with the social optimum, market equilibrium and welfare loss
clearly identified. Better candidates identified relevant external costs but then went on to
explain how the third party loses out. It was pleasing that candidates explored the impact
of indirect tax on different economic agents. Candidates were able to define asymmetric
information, give examples from the data and could counter this with how it might be
rational behaviour given high cost. When exploring the concept of price elasticity of supply,
most candidates were able to give examples from the extract and link them to the relevant
elasticity. Diminishing marginal utility was not well understood. The carbon emissions
scheme was misunderstood with many candidates referring to how firms are fined or taxed
for going over allowance – which is incorrect. When identifying complements, candidates
needed to link car insurance and breakdown insurance. Candidates need to be careful
in drawing diagrams for indirect tax as only ad valorem diagrams could access the top
level. When asked to look at measures, many candidates offered superficial responses on
far too many measures to reduce the number of uninsured drivers.
In preparing candidates for future examinations, it is important to understand
that with diminishing marginal utility the size of the increase in utility falls not total
utility. Whilst candidates can define a carbon emission scheme they need to understand
that going over the allowance will require buying permits from other firms with spare
permits and will not involve fines or taxation. Candidates need to look for whether the
tax is a specific amount or percentage and then should be able to work out whether to
draw a specific tax or ad valorem tax. When asked to evaluate the impact of an indirect
tax, candidates were given the figure as a percentage and should have drawn ad valorem.
Many did not. When looking at a range of measures or policies candidates should look
at two or three in detail.
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Question 1
A familiar question that candidates found accessible. Many candidates were able to define
both normative and positive statements.
Normative statements were typically well defined with reference to value judgements.
Positive statements were often defined, making reference to being able to prove them or
the ability to test them or that they are value free.
Candidates that accessed the final mark normally referred to statement two as positive as
you can test whether a subsidy will see the supply increase. Others achieved the mark by
explaining that the word unfair makes this a value judgement.
Here we have a candidate achieving full marks. As is common with the question they have
achieved 1+4 marks, but of course we can only award the full 1+3 marks.
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Examiner Comments

Examiner Tip

Having given the correct answer, the candidate then
accesses full marks for their explanation. Firstly, they define
normative statements referring to value judgments. They
quote the word 'unfair' and reference this as being a value
judgement which achieves a second mark. We ignored
reference to opinions. The definition of positive statements
makes reference to being able to prove right or wrong
through empirical evidence which gains another mark. The
candidate also gains credit for saying that we can prove
subsidies to increase supply.

When defining value
judgements, it is helpful to
refer to value judgements.
Do not refer to opinions.
Here they do both so are
credited for reference to value
judgements.

Candidates often lost one mark as they did not explain why statement 1 or 2 was normative
or positive. This is one such an example achieving 1+2=3 marks.

Examiner Comments

The candidate has the correct answer. The
definition of normative statements clearly
identifies it as a value judgement which is
enough to achieve a mark. No credit for attempt
to explain why statement 1 is normative.
Positive statements is defined as it can be
proved by experiments and is awarded 1 mark.
Statement 2 is positive is not credited because it
needs to explain what could be proved.

Examiner Tip

Whilst it is true that positive statements
can be proved, the candidate needs
to explain what can be proved – that
a subsidy will cause the supply of a
commodity to increase.
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Question 2
The question was accessible and many candidates were able to correctly identify the key.
It was pleasing that more candidates were annotating the diagram to typically achieve
one mark for the shift in supply and one mark for the change in equilibrium. Some
candidates continued to redraw the diagram and again, whilst they can still gain marks
for this, they seem to be using their time inefficiently in drawing a diagram already drawn.
Whilst most candidates defined or showed the change in consumer surplus this was the
mark most likely to be missed. Too often candidates wasted time defining producer surplus
which in fact did not support explaining the correct answer.
It was pleasing that an increased number of candidates annotated the diagram with most
correctly shifting supply and drawing the correct labelling of the equilibrium price and
quantity. Whilst this candidate gets the answer wrong, they access the two marks for the
work in the diagram. Scores 0+2=2 marks.
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Examiner Comments

Incorrect answer offered but diagram shows supply increases
for one mark and then the diagram shows the price falling
from Pe to P1 for one mark. They offer a definition of producer
surplus but this is not helpful to explain the correct answer
which links to consumer surplus. For the rejection of D, it
clearly identifies in the mark scheme they can explain either
the price change or the consumer or producer surplus change.
However, this candidate has already been awarded 2 marks
for showing the change in supply and price so was awarded no
marks to avoid double awarding.

Examiner Tip

Far too many candidates redraw
the diagram. This wastes time
and candidates are advised
to annotate on to the given
diagram like this candidate has.
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A significant number of candidates achieved all available marks and often went beyond this.
Whilst pleasing that they had such a command of the topic, it comes with a significant
opportunity costs in terms of their ability to finish the paper if they are spending too long on
some questions. Scores 1+3 marks.
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Examiner Comments

Correct answer is awarded one mark. On the diagram they annotate
shift in supply which is awarded one mark. Equilibrium price moved
from Pe to P1 on diagram for one mark. Consumer surplus defined
for one mark. Shows the original and new consumer surplus for one
mark. They also gain a mark for showing the size of the increase
in consumer surplus. Rejection not awarded as area for the new
producer surplus is wrong.

Examiner Tip

On the diagram, one way to gain the mark to show
change in consumer surplus would be to label the area
PeP1GR as change or increase in consumer surplus.
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Question 3
The concept of where consumers do not maximise utility has been tested a number of times
and performance on such questions has always been below average. On this occasion, there
is a slight improvement achieved. More candidates were able to explain why consumers
may be habitual. Rejection was commonly used to access marks.
Full marks awarded with rejection successfully offered. 1+3 marks achieved.
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Examiner Comments

The candidate identifies the correct answer for one
mark. They gain a mark for identifying that customers
trust their current provider for one mark. They then
achieve one mark for their rejection of A as they explain
that staying with current provider means they are not
maximising utility. For the rejection of B they gain one
mark for explaining why it is not correct.

Examiner Tip

When rejecting an answer remember to explicitly
include the letter you are rejecting.
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Question 4
The question explored candidates understanding of diminishing marginal utility to look
at why people will not keep returning to the buffet breakfast in a hotel. The question saw
many candidates struggling to pick up marks. Some could identify the correct answer but
struggled to explain the concept of diminishing marginal utility. Many candidates said that
as consumption increased then utility falls. This is not precise enough. Candidates need to
understand that as consumption rises it is the additional utility that falls with each additional
unit consumed but in fact utility rises. Some candidates did achieve this mark by explaining
that the marginal utility falls, which is correct. Some of the stronger candidates did talk
about the reason people stop returning to the buffet being because they are satiated.
This is one of the better responses to the question. 1+2=3 marks achieved.

Examiner Comments

Achieved a mark for the correct answer. The diminishing marginal utility is explained
by making reference to extra benefit falls is good enough for one mark. The point
about consumers being less interested is not good enough for a mark. The rejection
of A was awarded as they have clearly identified public goods and people paying for
their rooms is not a public good to achieve one mark.

Examiner Tip

When explaining they are less interested it is worth
explaining why. A good response here will go on to
becoming satiated.
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Question 5
Candidates were given two diagrams and told that the global sales increase was driven
by the Chinese increase in demand. Many candidates drew the demand shifting left and
annotated the rise in price for their first mark. Most then drew demand rising in the labour
market and the corresponding rise in wages. Far fewer candidates achieved the mark
showing employment levels rising. Many were able to identify this as derived demand and
went on to achieve a mark for the definition. Overall, candidates achieved very well on this
question.
A good response that achieves all marks in the diagrams. By annotating shifts on demand
and changes to equilibria the candidate accesses full marks. Many candidates achieved their
marks this way and like this candidate went on to offer an extended explanation, which
essentially wasted time as they already had full marks. Awarded 1+3=4 marks.
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Examiner Comments

Correct answer offered for one mark. All marks are awarded
on diagram with 1 mark for showing demand rising and
price rising in global market for cars. One mark for showing
demand rising and wages rising in the labour market.
One mark awarded for showing increased employment on
diagram. The candidate also receives a mark for identifying
derived demand. Full marks achieved.

Examiner Tip

Many candidates drew a demand line above the
original demand line on both diagrams but did
not mark on the higher price level or wage level.
This was needed to access the marks.

14

IAL Economics WEC01 01

Question 6
The question explored both price elasticities of demand and supply. Most candidates
were able to define both of these. A number of candidates failed to get any further marks.
Many successfully achieved a mark for rejecting C as this was related to income elasticity. A
number of candidates were able to explain that values being below one make it inelastic.
A good response that is able to achieve full marks 1+3=4. Many candidates were able to pick
up the two marks for defining the elasticities. This response goes beyond this, with effective
rejection of an incorrect key and with explaining why they are both inelastic.
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Examiner Comments

The correct answer was offered. The candidate achieves one mark
for defining price elasticity of supply and one mark for price elasticity
of demand. The rejection of C was awarded one mark for saying
that there is no data related to income elasticity of demand. The
candidate also achieves a mark for saying that both values were less
than one – making it price inelastic.

Examiner Tip

It is fine to offer a written definition or to offer the
relevant formula for elasticity. Remember that you
will not normally be awarded for including both in the
same response.
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Question 7
It was pleasing that candidates drawing the diagram, drew a diagram that clearly showed
the effect of introducing rather than increasing the minimum wage. Most candidates
defined a minimum wage accurately. The stronger candidates were often able to annotate
the level of unemployment on their diagram. Some explained how demand contracts due to
higher costs and supply increases due to higher rewards for working.
This is one of the better responses with an accurate and well labelled diagram as well as a
detailed explanation of the effect of the introduction of the minimum wage.

Examiner Comments

Correct answer awarded one mark. One mark is awarded for the diagram and shows
the minimum wage higher than the equilibrium wage. The diagram clearly marks on
the unemployment for one mark. The quantity demanded falls and quantity supplied
rises referred to in written explanation to achieve two more marks.

Examiner Tip

Diagrams to show introduction of a minimum
wage must refer to wages. Many times
candidates included prices on the y axis.
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Question 8
This question was challenging for many candidates as they did not have a precise
knowledge of how such schemes work. Most candidates explained the idea of the permits
giving them an allowance to pollute. Many then explained that if they go over this they pay
fines or taxes, which is not the case. The notion of those reducing their pollution levels being
able to earn profit from selling permits to those that exceed their allocation was less often
discussed.
Here is an example where the candidate has a clear understanding of how a tradeable
permit scheme works. Achieves 1+3=4 marks.
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Examiner Comments

The correct answer was offered to achieve one mark. One mark was
awarded for explaining that firms are allowed to pollute to a certain
level. The candidate then achieves a mark for explaining that if a
firm produces over this they must purchase from eco-friendly firms.
They also talk about the incentive to pollute being less but this is the
same mark that has just been awarded.
The rejection of A talks about permits being used as an incentive
rather than a subsidy achieves the final mark.

Examiner Tip

If firms go over the permits then they must find a firm
with spare permits. Far too many candidates talked
about the firms receiving fines or paying taxes which is
not the case.
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Question 9 (a)
A familiar question looking at a price change and getting candidates to explain why the price
had changed and the drawing of an appropriate diagram. Most were able to draw a diagram
and shift the supply appropriately. Where candidates missed out, they often already shifted
demand so could not achieve the mark for the final equilibrium.
This candidate has achieved full marks. The diagram is accurate to achieve full marks and
then with data reference and clearly identified causes of the supply increasing.
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Examiner Comments

There is an attempt to offer a data reference towards the
start of the response but this is just taken from the question
so no marks achieved. The candidate does achieve a mark
for the increase in the number of insurance companies.
They make data reference on the diagram but this is not
awarded as the pound sign was omitted. The candidate then
makes explicit reference to price change twice for one mark.
The diagram achieves three marks. One for the shift to the
right of the supply curve. One for the original equilibrium
price and quantity and one for the new equilibrium
showing lower price and higher quantity. Reference to
lower administration costs also achieves a mark.
Achieves 6/6 marks.

Examiner Tip

If including the original and new
price, do remember to include
the appropriate currency.

Question9 (b)
Most candidates were able to define both substitutes and complements. The examples of
being able to substitute between insurance companies were often rewarded. Unfortunately,
many candidates did not pick up the example of complements. Many said breakdown
insurance was a complement but without saying to what. When candidates did pick up this
mark they explicitly linked breakdown insurance and car insurance.
The candidate achieved full marks – 4/4. They were able to clearly define key terms and give
appropriate examples taken from the extract.
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Examiner Comments

The formula and definition of cross elasticity of demand
were not awarded any marks. Complements identified
that the cross elasticity of demand is negative for one
mark and substitutes have a positive cross elasticity
of demand for another mark. The example given was
of breakdown insurance and car insurance being
complements for one mark. The car insurance companies
offered substitutes achieved another mark. Complement
jointly consumed and substitutes one good replaces
another good are both rewardable but marks
have already been achieved.

Examiner Tip

If examples are being offered of
substitutes and complements it is
important that the examples offered
are taken from the relevant extract.

Question 9 (c)
Those attempting question 9 tended to perform better on part (c) than on part (e) in terms
of the 14 mark questions. Many candidates were able to define indirect taxes and offered
a diagram. This was however commonly a specific diagram being drawn rather than the
ad valorem tax. Many stronger candidates looked in detail at the impact on each economic
agent. Better responses tended to use their diagrams to help illustrate the impacts.
This is an example of a response achieving within the top level for both knowledge,
application and analysis and evaluation. Whilst they mistakenly draw a specific tax diagram
the development of the analysis is sufficient to access higher marks. Note the wrong
diagram is still rewarded but less positively.
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Examiner Comments

The response achieves in the top level for knowledge, application and
analysis. They refer explicitly to the context when talking about the size of
the tax change. They define indirect taxation accurately. The diagram is
credited but not in the top level as it shows a specific tax rather than an
ad valorem tax. The work is well developed looking at the impact on firms
and the impact on consumers. This work enables them to achieve in
level 3 overall. The evaluation looks at the impact on firms and how it will
not impact upon companies and then this looks at the way firms respond.
Evaluation also achieves top level. Scores 12 marks overall.

Examiner Tip

When drawing diagrams for indirect taxes, if it
refers to changes in percentages it is important
that the diagram is ad valorem.
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Question 9 (d)
The question saw most candidates able to define asymmetric information. They often
were able to talk about what information drivers do not have in terms of what risks exist
when driving uninsured. Most commonly candidates made reference to the high costs of
insurance and why people are making rational decisions in not getting insured.
The candidate offers good knowledge and application and effectively evaluates.
Where they miss out on level 3 is the development of analysis of the points made.
Scores 8 marks overall.
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Examiner Comments

The candidate offers a definition of asymmetric information and
uses the data to show how the drivers are unaware of the risks of
driving insured. This enables them to achieve Level 2 for knowledge,
application and analysis. The work is well articulated.
The evaluation explains that drivers are acting rationally in response to
high prices and that in the long term asymmetric information may fall.

Examiner Tip

The candidate has made it explicit they are evaluating.
Many candidates use the term, however, making it
clear you are trying to evaluate makes it more obvious
to the examiner that you are offering a different
perspective.
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Question 9 (e)
The question looked at measures that could be used to reduce the number of uninsured
drivers. Some of the better responses looked at a small number of measures and
looked at a range of benefits and problems of implementing the measures. They
tended to look at subsidies, maximum prices and the provision of information. In each
measure, they developed the case for in detail and offered the other side of the argument
looking at flaws of the measures. Where candidates struggled, they looked at many
measures but only superficially looked at how they would encourage more to get insured.
This candidate has looked at policies in some detail. They have also evaluated each policy.
A little more analysis would have been needed to further enhance the response.
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Examiner Comments

For knowledge, application and analysis the candidate has considered a subsidy
and defined the concept. They then linked to it reducing costs. They linked this
to how it reduced opportunity costs and how this makes people more likely to
buy. They then looked at providing information on the risks of driving uninsured
– looking at how someone could lose their license and the fines that can be
imposed. They also talked about the possibility of raising the fine to allow those
who are poor at computation to realise the cost of being uninsured is greater
than the cost of being insured. They then looked at a maximum price and how
this would encourage drivers to buy car insurance. For knowledge, application
and analysis the candidate was awarded Level 2 and 6 marks. Evaluation
looked at magnitude and the access to technology which makes the access to
information easier. Evaluation just achieved within level 3. This achieved 11
marks overall.

Examiner Tip

It is better to look at fewer polices in more detail than
to look superficially at more policies.
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Question 10 (a)
This 6 mark question saw candidates perform less well compared to the corresponding
6 marker in question 9. Some candidates lost out by talking about the impact on the
solar panel market. Many candidates did not make any data reference to the price of the
electricity generated through solar panels.
The candidate focussed on the market for electricity, making reference to impact on costs,
the change in price as well as accurately drawing the diagram. The candidate achieves full
marks – 6/6.
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Examiner Comments

One mark for referring to less costs of producing solar
powered energy. In both the text and explicitly on
the diagram they make reference to €125 for another
mark. The diagram shows both the original and new
equilibrium and the correct shift in supply for three
marks. They gain the final mark for explaining that the
price decreases and quantity increases.

Examiner Tip

The candidate here has made it clear
the diagram relates to the market for
electricity by including per megawatt
on the axis. A number of candidates
drew diagrams for the market for solar
panels rather than electricity.

Question 10 (b)
The candidates on average performed better on the 4 mark question here than they did
in question 9. They did better in selecting examples from the data and were able to offer
accurate definitions of renewable and non-renewable resources.
A response that accesses all the available marks – 4/4.

Examiner Comments

Defines renewable resources and we have accepted the
definition even though they refer to energy for one mark.
Hydroelectric is given as an example of renewable for one
mark. Non-renewable is defined accurately for one mark.
Coal, oil and gas are all offered and are each acceptable
examples of non-renewable resources.
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Examiner Tip

Make sure the examples used are
taken from the data when asked to
make reference to the data.

Question 10 (c)
This question was the 14 mark question with the highest mean score. Many candidates
could define external costs and draw the diagram accurately and give examples from the
context. Evaluation was also good with reference to measurement issues and magnitude
being commonly used.
Here the effective use of a diagram helps pull the response to the top level for knowledge,
application and analysis.
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Examiner Comments

For knowledge, application and analysis the candidate was able to achieve within the top Level
picking 7/8 marks. They defined external costs accurately. The diagram was drawn accurately
with the correct curves, equilibria and welfare loss. The candidate gave examples of external
costs in terms of air pollution, carbon emissions but key was the link to the third parties in
terms of health problems and then ineffective labour. The arguments relating to climate are
weaker. The strength of the diagram and utilising it in analysis elevates the response to level
3. Evaluation looks at how it is more reliable than non-renewable resources and how there are
different external costs and the quality of the facility being important. Evaluation achieves within
level 2 and 4/6 marks. Total score 11/14 marks.

Examiner Tip

On external costs diagrams, remember to explicitly label the social
optimum and market equilibria as well as the welfare loss triangle.

Question 10 (d)
The data used in this question was good to evidence why it might both be elastic or inelastic.
Many candidates could accurately define both.
The candidate scores 9 marks, with full marks for evaluation and only 1 mark below
maximum for knowledge, application and analysis.
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Examiner Comments

The candidate defines price elasticity of supply accurately. They then make
reference to the fact that they had 140% capacity so if demand rises they
could respond and increase supply showing elastic. They also offer strong
evaluation in terms of if there was little wind then they could not increase
supply. They explain that wind turbines need time to be built so, in the short
run, supply will be inelastic but when built elastic.
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Question 10 (e)
Candidates were able to look at benefits in terms of employment, reducing pollution from
non-renewables sources and the ability to sell any surplus. Many candidates considered the
impact of building the turbines and the damage they can do to birdlife and visual pollution.
Achieves Level 3 for knowledge, application and analysis and Level 2 for evaluation to
achieve 11/14 marks.
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Examiner Comments

The candidate refers to greater employment and then how less non-renewable
resources will be better for the environment and health. They also look at how
it will save government and at how they could store the surplus and sell it to
other countries.
The evaluation was strong with reference to environmental damage and noise
pollution. The candidate also looked at the dependence on the weather and
how expensive it can be.
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Paper Summary
Based on their performance on this paper, candidates are offered the following advice:
Section A: supported multiple choice
• Define accurately the key economic term(s) used in each question.
• When explaining why statements are normative, do not just refer to it being unfair
as showing it is normative. It is the connection to showing it is a value judgement that
is needed.
• Make sure that candidates know what habitual behaviour is and how it differs from inertia.
• Centres need to do more work on diminishing marginal utility – far too many candidates
said it was where utility fell rather than the size of the increase in utility falling.
• Centres also need to make sure candidates know that the tradeable permit scheme does
not rely on fines or taxes but on the buying and selling of spare permits.
Section B: data response
• Q9(b) and Q10(b) needed examples from the extract and candidates were well rewarded
for doing so.
• Read the question instructions very carefully to make sure your answer remains relevant
throughout. On Q9(c) candidates needed to read and take note and refer to insurance
companies, car drivers and the UK Government in their answers.
• Focus on developing economic analysis in the high mark base questions. Quite often
candidates moved from definitions and a brief explanation of an economic issue straight
into evaluation. This was evident on the 14 mark questions. Economic analysis typically
involves explaining the sequence of events leading up to a particular outcome.
• Where candidates are asked to refer to a concept in a question, it is important they do
not just define it but attempt to use it to analyse and evaluate.
• Where diagrams are requested these should be drawn, as they will be well rewarded
– do be careful with the accuracy of these. The external costs diagram was well
rewarded when it labelled explicitly the market equilibrium, social optimum and
welfare loss. Similarly, when the ad valorem rather than specific tax was drawn, it was
well rewarded.
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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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