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Introduction

The standard of work seen in this series for the Markets in Action unit has been impressive.

In Section A, the multiple choice section, candidates performed best on the questions on
private goods, price elasticity of demand and rational decision making. Candidates struggled
more on the questions on cross elasticity of demand and consumer surplus.

Section B, the short answer section, saw some mixed performance on questions. For
Question 7, the diagram saw most able to draw supply and demand with the correct leftward
shift of supply. On Question 8 many accessed marks but too often the definitions were
imprecise for market failure or government failure. On Question 9 most focused on moral
hazard, but this is not a cause of unnecessary operations but necessary ones as more risks
are taken. Question 10 saw most able to calculate the income elasticity of demand. Question
11 saw most able to draw the correct diagram and identify the areas of producer surplus
although many missed the definition mark.

Section C, the data response section is based on information provided in the Source Booklet,
in this paper on the market for renewables, lithium and smartphones. Candidates could
typically access at least one mark on Question 12(a) to show knowledge of supply. Question
12(b) needed candidates to explain the advantages of Apple using renewable resources. Most
could define renewable resources and identify the advantage, but struggled more to give
explicit examples from the Extract of Apple's use of renewables. Question 12(c) saw most
candidates able to correctly draw the diagram to show demand increasing and supply
increasing by less. They also accessed application marks by referring to the price change.
Most gave two correct reasons for the price rise. On Question 12(d), it is important to
explicitly identify the two likely effects. On Question 12(e), candidates looked at external costs
from smartphone manufacturing. Most could define external costs and accurately draw the
diagram. Those able to achieve a higher score used their diagram in the analysis.

Section D, the essay section, offered candidates the opportunity to choose between two
questions. The section was more demanding and this is reflected in the mean scores on both
questions. Candidates tended to attempt Question 14 and typically performed better on this
question on intervention to reduce the impact of commodity price rises. Question 13 on
methods of intervention to reduce traffic was less popular and had a slightly lower mean
score. In both cases, the knowledge of the Economics was sound but candidates struggled in
applying it to the context of the question. Another challenge was the level of analysis.
Candidates often struggled to fully develop the chain of reasoning. Evaluative comments
were often made and whilst some offered supporting evidence and linked to the context,
many were unable to offer a logical chain of reasoning. Diagrammatic analysis on the work
from the stronger candidates was accurate and was integrated with their written analysis.
They would not only draw the diagram accurately, but talk about what they learnt from it in
their written explanation. This enabled them to consistently achieve within the top level.

3 International Advanced Level Economics WEC11 01



Most candidates were able to complete the paper in the time available. We did, however, see
several unfinished or very brief essays suggesting that some candidates had not planned
their time well. The performance on individual questions is considered in the next section of
the report. The feedback on questions shows how questions were well answered and also
how to improve further.
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Question 7

The questioned asked candidates to draw a diagram. Still many offered a supporting
commentary with their response, but all marks were awarded for the content of the diagram.

Candidates were told that Spain's production of olives fell following a heatwave from
1.4 million tonnes to 1.0 million tonnes. Most correctly drew the original supply and demand
with equilibrium price and quantity to access the first two marks. The third mark was for
shifting supply correctly to the left. The final mark was for the new higher equilibrium price
and lower equilibrium quantity.

It was pleasing that the vast majority were able to access full marks on this question.

Where errors were made, it tended to be where students forgot to label the equilibria or
curves.

Candidates needed to make the connection that the heatwave has resulted in a poor harvest
and lower supply.

Most could do this and correctly drew a supply and demand diagram. A small number of
PPFs were also attempted, but were not rewarded as the question asked them to look at the
impact of the change on the market for olives only.

5 International Advanced Level Economics WEC11 01



6International Advanced Level Economics WEC11 01



This response has the original supply and demand curve – D and S1 to
gain the first mark.

The second mark is awarded for the equilibrium price, P1 and
equilibrium quantity, Q1.

The candidate has correctly shifted supply to the left to S2 for the third
mark.

The final mark is awarded for the new equilibrium price, P2 and
equilibrium quantity, Q2.

When drawing the diagram it is worth drawing arrows to show the
direction of movement in case, during exam conditions, labels are
missed.
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Question 8

Explain the difference questions require two definitions and two examples.

On this question, a definition of market failure and government failure were needed for the
two knowledge marks. The appropriate examples from the stem then needed matching to
the type of failure for the final two marks. Public goods needed identifying as the market
failure and excessive paperwork and administration costs as the government failure.

The definitions were often imprecise and extra attention is needed to ensure that these are
accurate. Too many candidates dropped a mark by identifying the government not providing
public goods as the government failure. It is the free rider problem resulting in the private
sector not providing the goods due to the lack of the profit incentive which results in the
underprovision.

The question was found to be more challenging than expected as the definitions were too
imprecise.

Too many referred to market failure as when the market fails and government failure when
the government fails which are not precise enough.
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Both definition marks are awarded here.

The candidate has defined market failure making reference to failing to
efficiently allocate resources. Government failure makes references to
a net welfare loss. They have then gone on to give the example of the
market failure – the underprovision of public goods and the
government failure the excessive administration costs.

Full marks awarded.

The underprovision of public goods is an example of market failure.
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Question 9

This question was challenging for many. The question explores why there are unnecessary
operations in the USA.

The intention was for candidates to pick up on information gaps. That is that the patient and
doctor have different levels of information. The doctor has superior knowledge than the
patient. The issue is that the doctor may use this gap to recommend operations that were
not necessary; this is in order to gain financially. However, it was very rare to see reference to
information gaps or asymmetric information. Most referred to moral hazard. The argument
presented was that the insured would take more risks as the costs were experienced by the
insurer. Unfortunately, when they take more risks and experience accidents and injuries the
operations are now necessary. This moral hazard was not rewardable. Few gained the
knowledge mark as they incorrectly defined moral hazard. Most gained a mark by using the
stem to identify the $200 billion per year spent on unnecessary operations. A number gained
a mark by articulating that the presence of insurance means some people might seek
operations they do not really need as someone else is paying.
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This candidate has gained just 1 mark.

This is for reference to the $200 billion. No credit is given for defining moral hazard.

Moral hazard explains why people take risky behaviour and may result
in more operations, not unnecessary operations.

Where data is given in the stem, this is often a useful way to access any
available application marks.
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This candidate has achieved full marks.

They start by explaining that the seller (doctor) has more information than the buyer (patient)
to gain the first mark.

They gain the second mark when they talk about exploiting naivety to perform unwarranted
operations.

The third mark is awarded for reference to the $200 billion per year from the stem.

The final mark is for explaining that the patient has not been to medical school, so the doctor
overplays the sickness.
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The response is well applied to the context of the question.

No mark was available for reference to the 92% as the question
focused on the unnecessary operations, so the data reference needed
to refer to the $200 billion.
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Question 10

Nearly two thirds of candidates pleasingly were able to access full marks on this question.

Candidates needed to use given data to calculate the income elasticity of demand. Most
offered the formula calculated each percentage change before showing the correct value for
income elasticity of demand. If only the correct value was shown, they gained full marks. A
significant number were still following the formula with the new and original values in the
appropriate formula without calculating the actual percentage change. This is fine when the
answer is correct as they still gain full marks. However, when they put the two values the
wrong way round, they only gain the formula mark.

The candidate has been methodical in showing their workings. This is useful in case the final
answer is incorrect. They have included the formula and then calculated the percentage
change in quantity demanded and income. Each has been written out in full.
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As can be seen, the full answer is written but unfortunately with a
percentage sign at the end.

Income elasticity of demand values do not have a percentage sign, so
the candidate achieved 3 marks only.

The percentage signs go after the percentage changes in quantity
demanded and income not after the YED value.
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Here we have another candidate that benefits from being methodical in presenting the
calculations.

The answer of 0.058 is incorrect so they cannot achieve the full 4 marks.

However, they have the correct formula for income elasticity of demand. They have
calculated the correct values for the percentage change in quantity demanded and income,
71.7% and 3.58% respectively, so have been awarded one mark for each. The error is in the
last stage where the two have been placed in the formula the wrong way round.
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This was a common mistake. It is worth looking at the data which
shows a large change in quantity, but a much smaller change in
income which suggests it is highly income elastic which should get
candidates to question when they get a highly inelastic figure.

This candidate has rounded the intermediate calculations to 1 decimal
place which is perfectly acceptable.
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Question 11

The stem shared data on visitor numbers to Legoland theme parks globally. It shows a
reduction in visitor numbers from 15.7 million to 9.4 million.

Candidates need to explain the likely impact of the change in visitor numbers on the
producer surplus for Legoland. A diagram is requested. Most drew this diagram showing a
leftward shift of demand. This gained one mark. The next mark was for identifying the
original producer surplus and the new producer surplus. The mark often missed off was for
failure to define producer surplus.
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This candidate has achieved full marks.

The diagram is accurate for 1 mark.

They annotate the original and new producer surplus areas to gain 2 marks.

The final mark is for defining producer surplus accurately.
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Some candidates just identified the reduction in producer surplus
which was sufficient to gain both marks related to the area of producer
surplus.

When asked to explain the impact on producer surplus, it is useful to
explain whether they have increased or decreased.
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Question 12 (a)

Candidates were asked to define supply.

Most candidates could make reference to the amount or quantity produced for one mark.
Fewer were able to link this to being at a given price or time period. Another way to access
one mark was to make reference to Extract A and that the global supply of energy produced
from renewable resources is expected to increase by 8% in 2022.

This candidate has made reference to the quantity producers are willing and able to produce
for 1 mark.

The second mark is awarded for at a given price.

There is also an additional mark awarded for reference to the data.

The candidate therefore achieves the maximum available – 2 marks.

Too many said that supply was the amount supplied. It is much better
to make reference to the quantity or amount produced, manufactured
or grown.

Remember that always on 12(a), there is a mark available for reference
to the data.
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Question 12 (b)

Candidates were given information on how Apple produces its energy using renewable
resources and how its suppliers are increasingly doing so.

The first mark was for defining renewable resources. Most could do this, often making
reference to being able to produce the energy again and again, that the resource is infinite or
will not run out. The second mark was for giving the advantage. Most made reference to
reducing external costs associated with the non-renewable resources and others focused on
lowering costs. The other two marks were for explicitly making reference to Extract A and
how Apple used renewable resources. The majority made reference to the fact that 100% of
the energy used directly by Apple was renewable and that 213 of its suppliers have agreed to
use renewable energy. Reference was also made to the solar project in Texas, data centre in
Denmark using solar power and wind farm being used by Keiwa.

This candidate has gained full marks.
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The first mark was awarded for defining renewable resources with
reference to that it can replace itself and it won't run out.

The second mark was awarded for making reference to 100% of
energy used by Apple being renewable.

The third mark was for reference to the solar project in Texas.

The final mark was awarded for the advantage, which is that it
minimises the use of non-renewable resources and makes reference to
this being eco-friendly.

When giving examples of renewable resources, these needed to be
taken from Extract A.
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This is a very common response where the definition of renewable resources is accurate and
the advantage is offered, but the application marks are not awarded.

The first mark is awarded for defining renewable resources, by making
reference to it being infinite and never running out.

The second mark is for reference to renewables being less harmful to
the environment as less toxic gases are released.

Solar and wind were identified, but the response required specific
reference to the information such as reference to the projects where
renewables were being used.
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Question 12 (c)

Candidates needed to analyse two reasons why the world price of lithium increased by 191%.

The first mark was available for drawing the original supply demand and equilibrium. The
next mark was available for correctly shifting demand to the right. The next mark was for
shifting supply to the left, but by a smaller amount than the shift in demand. The fourth mark
was only awarded when the new equilibrium price was drawn higher than the original price.
Where a candidate only shifted demand, they could gain the second application mark for
making reference to the original and new price using Figure 1. The final two marks were for
offering the two reasons. The reasons accepted included supply increasing by 20%, but
demand increasing by more; people switching from petrol and diesel to electric cars and the
growth in smartphone use.
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This candidate has achieved full marks. 4 for the diagram and 2 for the reasons.
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The first mark on the diagram was for showing the original supply and
demand and equilibrium price and quantity.

The second mark was for shifting demand to the right and the third for
shifting supply to the left.

The fourth mark was for the final equilibrium showing the price rise.
The reference to the data in terms of the price change between
October 2021 and October 2022 would gain a mark for application.
This was already awarded for the diagram. The first reason given was
the link to oil prices and people switching to electric cars. The second
reason given linked to the increased production of smartphones.

It is useful that the candidate has drawn the arrow to show the
increase in price.
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This candidate has also been able to access full marks.

They have not shifted both curves, but have shown the price increase. The shift of the second
curve is replaced with reference to Figure 1.
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The first mark is for reference to explicit numbers taken from Figure 1.

The diagram gains 3 marks.

The two reasons are also offered related to increase in electric car
sales and for the sales of smartphones.

When making reference to data, candidates should include the
relevant currency.
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Question 12 (d)

The question asked candidates to refer to the last paragraph of Extract C.

The candidates needed to examine two likely effects on smartphone manufacturers of the
growth in the market for refurbished phones. A number made no reference to the last
paragraph and instead focused an answer on external costs which did not answer the
question. The best responses identified that for manufacturers of new smartphones, the
refurbished smartphones were a substitute. Thus, the demand for new smartphones may
fall, reducing demand, price, quantity and producer surplus. There was some strong
diagrammatic analysis provided to illustrate this. One acceptable approach was to investigate
if the manufacturers of new smartphones could themselves exploit this new market. The
most common application marks achieved were by referring to the $65 billion size of the
market and the consumer being able to sell for 50% of the value and the manufacturer for
80% of the value of a new device.

Evaluation was the most under-developed aspect of these responses. Better candidates
made reference to the refurbished market being much smaller than new devices, questions
about quality and the inelasticity of the demand for new smartphones.
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This response has achieved 7/8.
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First mark for application to Extract C referring to the $65 billion value
of the market.

Second mark for knowledge with reference to consumers switching to
cheaper alternatives.

Third mark for developing this and referring to demand for
smartphones decreasing.

The fourth mark is for knowledge of the second effect in terms of less
profits gained.

The fifth mark for development of this with more workers becoming
unemployed.

The sixth and seventh marks are awarded for the evaluation. People
with higher income may not buy refurbished smartphones as it is a
small proportion of their wages.

On 8-mark 'examine' questions, there are always 2 marks for
application, so try to use two bits of information from the data.
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Question 12 (e)

The final question on the Data Response section required candidates to discuss the effects of
the increase in smartphone manufacturing.

Candidates needed to make reference to external costs in the answer. The response also
needed the inclusion of an externalities diagram. Most were able to accurately define
external costs by referring to negative impacts on third parties. Many included the diagram
with better candidates drawing it accurately with added features such as the welfare loss
triangle. Whilst most made reference to the sources of external costs, many failed to explain
the impact on the third parties. Better responses were able to link the 146 million tonnes of
CO2 to the impact on the greenhouse effect and global warming. Many were able to link the
impact of this in terms of flooding, for example. They also often referred to the waste from
extracting metals and considered the impact on the local community and wildlife.

Evaluation often focused on the fact this makes up 0.5% of global emissions with this being
argued to be a small or significant amount depending on the candidates' perspective. Others
focused on the difficulty in measuring the external costs or on the external benefits from the
manufacturing of smartphones.
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This response scored 12/14.
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The candidate defines external costs as the spillover effect from third
parties as a result of production which is an acceptable definition.

The diagram is drawn accurately with MSC above MPC and the social
optimum clearly labelled and referred to in the write up. The area of
welfare loss is also shaded accurately. When the external costs are
identified, these are linked to the costs to the third party. For example,
deforestation is linked to the loss of habitats pushing them into areas
where humans live. Greenhouse gases are linked to global warming.
Knowledge, application and analysis is in Level 3.

Evaluation is also offered. Firstly by linking to magnitude, linked to the
0.5%. Similarly they talk about the importance of smartphones,
questioning whether another resource would be as important. The
evaluation points are made, and are in context, with the development
of the points perhaps needing more detail to be able to access full
marks.

When drawing diagrams in the essay, it is important to integrate these
into the write up by explicitly making reference to details in the
diagram in the write up.
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Question 13

This series, the two essays focused on methods of intervention. One focused on resolving
traffic congestion and the other on limiting the impact of increasing commodity prices.

Just over a third of candidates selected the first of the two essays. The stem explained that
commuters in Bursa, Turkey, spent an average 82 hours in traffic congestion in 2021.
Candidates then needed to evaluate methods of intervention that the Turkish Government
could introduce to reduce traffic congestion. Candidates were asked to include a diagram in
their answer. Many talked about more than one policy and included a relevant diagram with
each.

A common issue is that candidates were trying to talk about too many methods of
intervention. In doing so, the work often lacked the detail and the chains of reasoning are
underdeveloped. It would be better to talk about two interventions in detail.

On this question, many talked about discouraging the use of cars. Often indirect taxes on
cars and fuel were proposed. Many also looked at the promotion of public transport with
many focusing on subsidies. A third area of focus was on investment in infrastructure to
improve transport links.

The candidate has started by looking at indirect taxes and defines this accurately.

They then draw a diagram accurately labelling areas of incidence and surpluses. They then
work through methodically looking at the impact on producer, consumer, government and
explicitly refer to the relevant areas on the diagram.

Whilst there is excellent understanding and analysis, the application is added later in the
section. The candidate then looks at subsidies. Again an accurate definition, diagram and
focus on different economic agents is followed by a focus on the context.

The final section is evaluation. They look at measurement and the difficulty to decide the
correct level of tax or subsidy. Opportunity costs linked to subsidies are discussed.
Government failure is also introduced.

The evaluation is Level 2 and in places could be further developed. The knowledge,
application and analysis is in Level 3.
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The candidate scored 14/20.

This candidate has benefited from looking at two interventions in
detail.

When drawing diagrams, be careful with the letter selected. On both
diagrams the letter D is used for the demand curve as well as one of
the labels for one of the corners of the boxes drawn.
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Question 14

The question was the most popular question in Section D with just under two-thirds selecting
it.

The stem presented data on commodity price increases and asked the candidates to
evaluate interventions to limit the increases in commodity prices. Once again, a diagram was
required. Common interventions included reducing tax on commodities, subsidising
commodities and introducing a maximum price.

Performance was slightly better on this question than on Question 13, perhaps due to better
context resulting from the fact many governments have been actively trying to limit increases
in commodity prices. It resulted in better application.

The candidate starts with an introduction making reference to the data given in the stem.
They start by exploring subsidies, offering an accurate definition, linking to falling costs of
production and higher supply.

The diagram is drawn accurately showing relevant areas of surplus and incidence.

Following the diagram, they then use the diagram to explain the impacts including a focus on
lower prices.

They then offer evaluation, well applied to the size of the subsidy required given fuel price
rises of 83.8%. Further evaluation focuses on opportunity costs of the subsidy. Next, a
maximum price is considered.

Once again an accurate definition and diagram is offered. Again, the analysis utilises the
diagram and does focus in on the price change. Evaluation relates to information problems
in setting the maximum price.
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The candidate has scored 14/20.

Again, they have benefited from focusing in detail on two
interventions.

This is a microeconomic paper, so AD/AS diagrams and reference to
macroeconomic demand side policies such as interest rate increases
were not relevant.
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Paper Summary

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

Section A: Multiple Choice

Question 4 required candidates to consider the impact of the increase in demand for
electric blankets. It would have helped many to have sketched the diagram to consider the
impact of this on consumer surplus and price.
Question 6 – many candidates struggled to calculate the percentage change in quantity
demanded of good A given the change in price of good B and the cross elasticity of
demand.

Section B: Short Answer

When asked to a draw a diagram, all marks can be achieved through the diagram and no
written explanation is required. The majority of candidates supported their response with
a written explanation when, in fact, the diagram had achieved full marks.
More precision of the definitions of market failure and government failure is needed.
Moral hazard results from insurance meaning the insurer bears the costs of a person's
actions. This leads to more risky behaviour, more injuries and accidents. These are then
necessary operations and the question was about unnecessary operations.
Question 11 saw many not defining producer surplus.

Section C: Data Response

On Question 12(b), when giving examples, it is important that these are specific examples
of how Apple uses renewables taken from the context.
On Question 12(e), where a diagram is requested, it is important to offer a relevant
diagram to be able to access Level 3 for knowledge, application and analysis.

Section D: Essay

Define the key terms relevant to the question.
Diagrams should be integrated into the analysis.

48International Advanced Level Economics WEC11 01



Grade boundaries

Grade boundaries for this, and all other papers, can be found on the website on this link:

https://qualifications.pearson.com/en/support/support-topics/results-certification/grade-
boundaries.html
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