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Introduction
This was the third series for a summer examination of WEC03 Business Behaviour.
The examination tests the candidates' abilities to select and apply appropriate economic
concepts, theories and techniques in a variety of contexts. As Unit 3 is a synoptic unit, the
examination draws on material from Units 1 and 2.
Candidates choose to attempt two out of four essay titles in Section A. Each essay is marked
out of a total of 20 marks using a 5 level of response performance criteria. Question 2
was the most popular question. There was relatively little difference between the numbers
selecting Question 1 and Question 3.
Candidates choose one out of two data response questions in Section B. Each question has
four parts to it. Part a) is worth 4 marks and parts b) to d) are each worth 12 marks. For
parts b) to d) it is vital that candidates make effective use of the information provided in
order to access Levels 2 and 3 for knowledge, application and analysis marks. A further 4
marks are available for evaluation.
It is most encouraging to note that the overall standard of answers is continuing to improve.
There was a number of high quality answers this year.
Successful candidates were able to:
•

Clearly identify what they were being asked to do. For example in Question 4 consider
the impact on business behaviour of measures to protect employees.

•

Draw and label appropriate diagrams accurately. For example, diagrams for perfect
competition and other market structures for Question 2 and the impact of a fall in
demand on Sony's profits for Question 5b).

•

Effectively time manage. There was less evidence of candidates having to rush part d) of
Section B.

•

Select and apply information from the extracts to enhance their answers in Section B.

Less successful candidates often:
•

Presented a prepared answer rather than the one which was being asked. For example,
in Question 1 discussing the advantages and disadvantages of being a small business
rather than focusing on the factors which may constrain the growth of a small business.

•

Copied out large sections of the Extracts in Section B under the misapprehension that
this would score application marks.

•

Drew inaccurate and inappropriate diagrams. For example, not showing the profit
maximising output level where MC = MR; not showing MC intersecting with AC at the
lowest point of AC.

The main implications for future teaching, learning and examination preparation are:
•

To ensure that all parts of the specification are taught and internally assessed. For
example, knowledge of co-operatives was weak in several cases.

•

To encourage candidates to make full use of previous examination papers, mark
schemes and examiners reports.
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Question 1
The focus of this question was on what factors may or may not constrain business growth.
Candidates who performed well were able to identify why access to finance may be a
limiting factor for a small business with developed analysis of the issue. A sound response
went on to identify and analyse how other factors may act as constraints, such as owner
objectives and/or the nature of the market. Such a response would potentially achieve a mid
Level 4 mark of 14/15.
Further evaluation as to why access to finance may not be a major constraint, (e.g.
favourable government treatment of the small business), would open up the possibility of
achieving a Level 5 mark.
An answer which only considered the issue of lack of finance with sound analysis would have
scored high Level 3, since the response would have lacked sufficient breadth.
Weaker answers turned the question into one about the advantages and disadvantages of
small businesses, spending a lot of time discussing different types of economies of scale. At
best, such an answer would have scored a mid to high range Level 2 mark.
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Examiner Comments

The candidate immediately addresses the question and provides
a reason in relation to the difficulty in obtaining credit. This
point is developed and analysed in the first paragraph. Issues
such as lack of opportunity to gain economies of scale and
problems of accessing other markets are considered. A high
Level 3 mark is achieved at this stage.
Other factors are mentioned in the next paragraph with
reference to decisions of the owner but the analysis added very
little to the quality of the response.
The mark was pushed up to Level 4 14/20 with the valid
conclusion at the end of the answer which considers the role of
government support.

Examiner Tip

Make sure you start your answer by directly addressing
the question. Remember that where a question has
a statement in quotation marks like this one, there is
going to be scope for you to agree and to disagree with
the statement. This will help you to score analysis and
evaluation marks.
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Examiner Tip

Be sure to fully develop the point which you are
making. For example, a bank may be willing to lend to
the small business but it will charge a higher interest
rate which add to the firm's costs and may make it
uncompetitive in the market.

Examiner Comments

The candidate has started the answer by considering the disadvantages
of owning a small business which is not getting to the heart of the
question. Then there is some basic analysis relating to the difficulty
faced when borrowing money. This paragraph could have been
enhanced with reference to charging higher interest on loans and
requiring more in the form of security.
The answer then introduces another factor, the motives of the owner,
but once again there needed to be more development of this valid point.
The candidate has made an attempt to address the question and has
shown some ability to apply economic ideas. The answer lacked both
breadth and depth and taking the answer as a whole it was a low Level
3 response and awarded a total of 9 marks.
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Question 2
This question was answered well by a lot of candidates. The best answers analysed and
evaluated possible benefits of business growth in an international context so that the
identified advantages were applicable to firms looking to become a TNC.
Those candidates who performed less well neglected to frame their response to fit expansion
as a TNC and discussed business growth in general. This meant that the answer was unlikely
to score anything more than 8 marks at the top of L2. This illustrates the essential point that
candidates must read each question very carefully.
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Examiner Comments

This is an example of a Level 5 response. There is a clear
focus on the benefits of becoming a TNC throughout much of
the answer. Advantages are clearly explained and the points
are well developed.
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Examiner Comments

The candidate makes some sound evaluative points. Namely the
dangers of diseconomies of scale which are couched in terms of
control and coordination problems and issues of negative brand
image due to possible unethical business practices.

Examiner Tip

Make sure that your evaluation comments are well linked to
your analysis and are not simply generalised comments such
as 'it may be expensive' or 'it depends on the timescale'.
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This is a very sound response which showed a high level of understanding throughout.
Relevant points were identified and well analysed all within the framework of becoming and
expanding as a TNC.

Examiner Comments

This answer goes immediately to the core of the question by
identifying access to a larger market and develops this point by
relating it to increased profits. A further relevant point is made
in relation to the small size of the domestic market.
This is the very start of the answer but immediately the top of
Level 2 is reached.The candidate then brought in the factors of
weaker labour laws and access to cheaper raw materials and
analysed these points quite well. This took the response to low
Level 4 but the evaluation was weak and added nothing to the
final mark of 13/20

Examiner Tip

It is good practice to start with a definition but keep it
brief and to the point. You can then go straight to the
heart of the question.
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Question 3
There was a number of very sound answers to this question. Good quality responses were
able to apply their economic theory of market structures effectively. In such cases diagrams
were accurately drawn and labelled, with the analysis focusing on issues of contrasting
efficiencies in different markets. High Level 4 and Level 5 answers considered, in some
depth, the issue as to whether perfectly competitive markets will be the only type which is
able to achieve efficiency, with a clear emphasis on the issue of dynamic efficiency.
Those candidates who performed less well often drew inaccurate diagrams and were unclear
on the concepts of productive and allocative efficiency in particular.
Centres need to advise their students about the importance of knowing the market model
diagrams and how types of efficiency can be illustrated with diagrammatic analysis.
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Examiner Comments

The candidate makes a succinct start to the answer
providing accurate definitions of productive and
allocative efficiency. The next paragraph defines perfect
competition and quite rightly keeps the definition brief
as the focus of the answer should be about efficiencies.
The short run and long run diagrams are accurately
drawn and curves are accurately labelled. Efficiency
points could have been shown on the two diagrams
showing price and output of the firm.
Had this same level of performance been maintained
throughout the remainder of the response this candidate
would have scored a high Level 4 mark.

14

IAL Economics 3 WEC03 01

Examiner Tip

Always make sure your diagrams
are clear, accurately drawn and
accurately labelled. Only use a
diagram where you feel it will add
to the quality of your answer.

Question 4
There was a clear division between those candidates who had read the question carefully
and those who had not.
Sound responses discussed how a business may respond to measures and actions seeking
to protect employees. The impact on a firm's costs and the consequent implications for its
pricing and output decisions were central to providing a Level 4 or Level 5 answer. Higher
level responses also offered valid analysis and evaluation in terms of the possible impact on
future employment decisions, business reputation and business objectives.
Less successful responses simply identified a range of government measures and described
the role of pressure groups without developing any links as to how business behaviour may
be affected. Such a response would gain some marks but would not attain anything above a
Level 2 mark of 8/20.
Centres are advised to provide students with examination practice questions of this
type, where the focus is on how businesses might respond to forms of intervention, be it
government or otherwise.

IAL Economics 3 WEC03 01

15

Question 5 (a)
Up to 2 knowledge marks were awarded for a definition of 'loss'.
Centres need to remind candidates how marks are awarded for this short question. It is
necessary to provide a clear definition of the key term in the question in order to gain the 2
knowledge marks.
Up to 2 application marks were awarded for explaining one possible reason why there
was an expected loss using information from the extract. A number of responses provided
more than one reason but did not explain how this could lead to a loss and were therefore
awarded just 1 mark for application.

Question 5 (b)
This question was very well answered by a significant number of candidates. It was
encouraging to see diagrams which showed a shift to the left in AR and MR curves and an
explanation of what impact this would have on profit (or loss).
By contrast, some candidates clearly struggled to produce an appropriate diagram but many
were still able to gain both KAA and evaluation marks for other parts of the response. Some
responses incorrectly showed a rise in costs whilst others did not consider the impact on
profits.

Question 5 (c)
Successful answers displayed a clear appreciation of the likely differences in business
objectives between co-operatives and large private sector companies. These answers
showed an understanding of co-operative organisations which was not replicated across
other responses.
Less successful answers displayed little or no understanding of co-operative organisations,
with many believing that they are government-owned.
Where KAA marks are being awarded for differences, evaluation marks are awarded for
recognising that there may be similarities in objectives or that the differences may not
be very significant. Alternatively, candidates may start their answer by identifying and
analysing the similarities and then consider the possible differences. In such a case the KAA
and evaluation marks are reversed.
Centres are advised to alert students to this aspect of the mark scheme for Section B
questions of this nature.
This response identifies different business objectives and attempts to explain how these may
differ for large private sector firms as compared with co-operatives. The candidate uses the
context but to no great effect. There is also an attempt to evaluate.

16

IAL Economics 3 WEC03 01

IAL Economics 3 WEC03 01

17

18

IAL Economics 3 WEC03 01

Examiner Comments

The answer starts with definitions of both types of business but the definition of cooperatives is weak. Low Level 1 at the end of the second paragraph.
There is a recognition that firms may have different objectives - profit maximisation, profit
satisficing, sales maximisation and revenue maximisation and the level of understanding is
good. The reference to Sony's financial problems meaning that the company may have to
sacrifice profit maximisation places the answer in Level 2 KAA.
The point about co-operatives having growth as the main objective is not convincing but
there is an understanding that social responsibility will be important. Top Level 2 KAA
Evaluation as regards the similarity of objectives only refers to one issue regarding social
responsibility of Sony. This is developed to a limited extent and worth 2 evaluation marks
Total mark 8/12
The answer would have gained more marks if the candidate had a clearer understanding of
co-operatives and had then explained how the objectives of the two types of business may
converge to some extent.

Examiner Tip

Be sure to learn about the different types of business - public
and private sector. Understand that the private sector includes
co-operatives and not for profit organisations.
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Question 5 (d)
Sound responses focused on the possible effects of government support for co-operatives.
This provided plenty of scope for candidates to consider, such as the impact on the cooperatives organisations per se, on the market and on the economy. Those answers which
utilised relevant information from the extracts with, for example, references to international
competitiveness and a reduction in poverty levels scored highly on KAA with 7 - 8 marks
often being awarded.
Less successful responses misread the question and provided a description of government
measures without considering the possible effects. Such answers were only able to achieve
Level 1 KAA marks.
Evaluation marks were awarded to those candidates who discussed the factors which would
make forms of government intervention more or less likely to succeed. For example, how
sustainable might levels of support be; might not subsidies be protecting inefficiencies?
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Question 6 (a)
Centres need to remind candidates how knowledge and application marks are awarded
for this short question. It is necessary to provide a clear definition of the key term in the
question in order to gain the 2 knowledge marks.
Up to 2 knowledge marks were awarded for a definition of price elasticity of demand.
Application marks were awarded for explaining that PED was likely to be relatively inelastic
since a price rise was expected to raise revenue.
A significant majority of candidates were able to gain 3 or 4 marks on this question.
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Question 6 (b)
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Examiner Comments

The response starts with a definition of monopoly and then
refers to the context.
It is followed by two valid analytical developed points relating
to the spreading of fixed costs over a higher output and
purchasing economies of scale. The analysis would have been
enhanced by being placed in context: references to buying
more trains, carriages (for the fixed cost point), and food and
drink for the restaurant carriages (bulk buying point). Given the
previous reference to THSRC, analysis is in L2 and not L1 but
the context is not strong enough to move into L3.
This part of the answer was awarded 5 marks

Examiner Tip

Wherever you see 'with reference to the extracts' in
the question be sure to analyse your answer by using
information from the relevant extract(s).
For this question you could use the concept of
economies of scale and relate it to larger trains or bulk
buying of supplies for the buffet carriages. You could
also refer to the Taiwanese Government's competition
policy which may result in THSRC having to lower its
prices to avoid heavy fines.
This approach willl boost your score for the knowledge,
application and analysis marks taking you into Level 2
and hopefully into Level 3.
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Question 6 (c)
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Examiner Comments

This is an excellent response which provides sound analysis in context
throughout. Several key points are well developed. Lower profit margins
for suppliers as a result of supermarket buying power, imposition of
harsh terms and conditions in order to maintain sales and problems
concerning future planning because of the threat that the monopsonist
will buy from other suppliers.
Evaluation is equallly as strong with clear explanations covering long
term contracts and possible savings on advertising and marketing costs.
This quality of response achieves 12/12 marks
NOTE: The KAA and evaluation marks are reversed due to the structure
of the candidate's answer.
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Question 6 (d)
There were relatively fewer quality responses to this question than any other 12 mark
question on Section B.
The more successful candidates recognised that the answer needed to focus on how
monopsonies may be affected by, and how they may respond to, government measures
designed to protect suppliers.
A Level 2 KAA response typically explained that costs for monopsonies would be likely to
rise, (e.g. due to minimum prices or fines). A Level 3 response typically developed these
points and explained how monopsonists might react by, for example, raising prices or
choosing alternative suppliers. Context, either from the extracts or the candidates own
knowledge, needed to be applied for Levels 2 and 3. Evaluation marks were awarded for
appreciating that the impact of such measures may be slight or insignificant with candidates
giving reasons for Level 2 evaluation marks.
Less successful candidates ignored the last seven words of the question and discussed the
impact of government policies on suppliers. Credit could still be available for evaluation (at
Level 1) but the maximum mark for this type of answer was 3 + 2 = 5 marks.
This is another example whereby candidates could improve their performance by careful
reading of the question.
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Paper Summary
Based on their performance on this paper, candidates are offered the following advice:
•

Make sure that you read each question very carefully before starting your answer

•

Draw and label your diagrams accurately

•

Make sure you include evaluation in all of your answers except for the 4 mark question
in Section B

•

Your analysis for 12 mark Section B questions needs to be in context so always use
relevant information from the extracts to help to develop your analysis and boost your
mark

•

Do not copy out large sections of the extracts - this is not application
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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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