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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 market

failure, rational decision making, calculating the total revenue and price elasticity of demand.

Candidates struggled more on the questions on increasing maximum prices and mixed

economies. Section B, the short answer section, saw some mixed performance on questions. For

Question 7, the diagram saw most able to draw an external cost diagram. The common omission

was the social optimum quantity and price. On Question 8 most could define division of labour or

specialisation and identify advantages but few were able to apply effectively. Rather than listing

the job roles they needed to consider tasks that might be undertaken by someone in one of the

roles. Question 9, on substitute and complementary goods, saw most able to define each. But

many identified cold drinks as substitutes and biscuits as complements but these have to be

related to hot drinks to gain credit. Question 10 saw most able to calculate the price elasticity of

supply accurately. Question 11 saw most able to draw the correct diagram and show economic

growth on a production possibility frontier 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 container shipping. Candidates could typically access both marks on question 12(a) to

show knowledge of public goods. Question 12(b) saw most candidates able to correctly draw the

diagram to show supply decreasing. They often missed the application marks by referring to the

price change. Most gave two correct reasons for the price rise, linked to reduced supply. Question

12 (c) saw many able to correctly define price elastic and price inelastic supply. Many missed the

mark for the elastic supply linked to only using 65% capacity. On Question 12(d), it is important to

explicitly explain third-party effects of external costs associated with container shipping.

Definitions and diagrams were common but not rewarded. On Question 12(e), candidates looked

at the impact of a subsidy, most were able to define this and draw the diagram accurately and

many looked at the impact on two or three economic agents. 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. Candidates tended to attempt Question 14 and

typically performed better on this question on the introduction of an indirect tax on plastic

packaging. Question 13 on increased demand for electric vehicles 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. 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

It is important that candidates realise that all marks are awarded to the diagram and no written

response is required or rewarded. In this instance candidates were asked to draw a diagram to

illustrate the external benefits of online education. In essence students were required to draw an

external benefits of consumption diagram. A significant number failed to do this with numerous

examples of supply and demand, production possibility frontier and external costs of production

diagrams offered. It was also common to mistakenly draw marginal private benefit (MPB) and

marginal social benefit (MSB) upward sloping or to draw MPB above MSB. When the latter was

done it was still possible to gain credit for the initial equilibrium quantity and price on the axis

where MPB intersected MPC.

The vast majority were able to draw MSB above MPB and show the market equilibrium. This was

rewarded as long as a quantity and price were indicated on the axis. There was no requirement to

state market equilibrium, although many did put Pme, Pe, etc. However, the mark most

commonly not achieved was for the social optimum. It needed to be clear that this was the social

optimum. Some explicitly labelled the intersection social optimum, others added 'so', 'opt', 'o', 's'

or similar to identify this and gain the mark. It was very common for candidates to pick up the

final mark for identifying something extra on the diagram. Commonly this was for the welfare

loss/welfare gain area. Others identified the underconsumption for this same mark.

The response here scored 3 marks and this was common. In essence dropping one mark for not

explicitly identifying the social optimal output and price. Just putting P1 and Q1 was not sufficient.
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The first mark was awarded for drawing MSB above MPB. The second mark was awarded for

identifying the market equilibrium price and quantity. The third mark was awarded for

drawing the area of welfare gain. Candidate scores 3/4 marks.

It is useful to explicitly label the market equilibrium price and quantity and the social

optimum price and quantity.

This candidate has been awarded full marks. They achieve this by labelling the price and quantity

with explicit identification of the market equilibrium, ME and social optimum, SO.
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The first mark is awarded for MSB above MPB. The second mark for the market equilibrium

price and quantity. The third mark for the social optimum price and quantity. The final mark

is awarded for the welfare gain area shaded.

The welfare gain area always points to the social optimum; too many drew it pointing the

the market equilibrium.
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Question 8

The question required candidates to explain one advantage of specialisation in house

construction. Many gained a mark for defining either the division of labour or specialisation. Most

could also identify an advantage and then offer expansion. Where candidates struggled was in

accessing the application mark. Just listing the occupations from the stem was insufficient. The

candidate needed to explain a role that that person would take up in the process. For example,

the electrician would focus on completing wiring and the carpenter would complete woodwork.

Very typical response with only the application mark missing as they only copy the list of jobs.
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The candidate achieves the first mark for an accurate definition of the division of labour. The

second mark is for identifying the advantage - the construction becomes much faster. The

expansion mark is awarded for time is not wasted from switching from one task to another.

Copying the bullets was not enough as the job role needed linking to its contribution of

house building.

Knowledge of division of labour and specialisation were well understood, as were the advantages

and many could offer expansion. But very few could effectively apply, with too many only copying

the bullets. Here though they have effectively considered at least one task undertaken by those in

the job roles.
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The definition mark is awarded for showing understanding of division of labour. They then

list the jobs and this alone gains no credit. Another mark is awarded for work getting better

at it and producing more output. They then offer an explanation of the roles taken by the

different people such as fixing wires. The expansion links to building houses faster/quicker.

4/4 marks awarded.

For application try to link the job roles with the tasks they would complete.
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Question 9

This question gave the cross elasticity of demand for two products with respect to hot drinks.

Learners needed to identify that the negative value for biscuits meant it was a complement to hot

drinks and the positive value for cold soft drinks made it a substitute for hot drinks. Many failed

to pick up the application point by saying cold drinks were substitutes and biscuits complements

without making reference to hot drinks for which they are substitutes and complements for

respectively.

A common issue here, in that they understand what a substitute and complement are but fail to

link to what the goods are substitutes are for.
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The first mark is awarded for defining a substitute; they explain that the two goods have the

same function. They then explain that as the price of one good increases demand for its

substitute will increase. The second mark is awarded for the definition of complements,

making reference to them being consumed together, the price of one good increases the

demand for the other subject will increase. They correctly identify that cold soft drinks are

substitutes and biscuits are complements but fail to reference the hot drinks so gain no

credit for these.

When looking at substitutes and complements it is important to identify what it is a

complement and substitute for. In this instance this needed relating to hot drinks.

This candidate gains full marks. Two for definitions and two for examples.

12 Int Advanced Level Economics WEC11 01



Int Advanced Level Economics WEC11 01 13



The candidate defines substitutes in a number of ways: serve the same need and positive

XED. Both alone would have gained the credit. The candidate then lists cold drinks and hot

drinks as substitutes to gain the second mark. The third mark is awarded for complements

are consumed together and have a negative XED. Again both individually are creditworthy.

The final mark is awarded for biscuits and hot drinks are complements.

Many offered multiple ways to explain what substitutes and complements were but only

one for each was needed.
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Question 10

The question required the calculation of the price elasticity of supply. As soon as the correct

answer is seen full marks are awarded. If not seen any stage of the calculation is rewarded, such

as the accurate formula or definition to gain one mark. The calculations of the percentage change

in quantity supplied and percentage change in price are both awarded one mark each.

Whilst the correct answer 2.74 is found in the response the candidate has incorrectly added the

percentage sign. This gains three marks.
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The correct answer with an error gains three marks. In this instance they added a % sign.

When calculating the elasticity only the intermediate stage where the percentage change in

quantity supplied and percentage change in price require a percentage sign. The final

answer for PES does not require a % sign.

This candidate has included the correct formula, correct calculation of each % change in quantity

supplied and price before putting the two together to find the correct value of Price Elasticity of

Supply.
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As soon as 2.74 is seen it is awarded the full four marks.

Writing each stage of the calculation is helpful in case the answer is wrong so candidates can

be rewarded for all they do get right.
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Question 11

The question explored the impact of positive net migration on the production possibility frontier

for the USA. To gain the first mark a definition of the production possibility frontier was needed.

Ths second mark was for drawing the shift in the production possibility frontier out to the right.

The third mark was typically awarded for explaining how the migration increases the available

factors of production or labour. The final mark was for explaining that the output of goods and

services increases or that this is called economic growth.

Most could access marks but many missed the definition. Others did not use the diagram to

explain the impact.
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The definition of production possibility frontier is awardable for the first mark. The diagram

clearly shows an increase in the PPF for the second mark, 2/4 marks.

The question asks to explain the likely impact so it is important to explain why and how the

PPF is impacted. Too many candidates just drew the diagram. However, this is an "explain"
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not "draw" question.

It was rare for candidates to define PPF, draw the correct diagram, explain how it increases

factors of production or the amount of labour and refer to the resultant economic growth. But

this candidate does this effectively.
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Full marks are awarded here. One for the definition of PPF. One for the correct diagram

shifting the PPF right. One for the reference to more employees and one mark for

production will increase result in growth in economy. Full marks - 4/4.

When drawing a PPF diagram it is important to choose two types of goods or services. Too

many wrote price and quantity or similar and gained no credit.
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Question 12(a)

Part a) of question 12 asked for a definition of a public good. Where the definition made

reference to both non-excludable and non-rival it accessed full marks. A partial definition

including one of these aspects or making reference to the examples from the Extract gained a

maximum of one mark.

Here we have a perfect definition including the attributes of non-excludability and non-rivalry to

gain full marks. They have also made reference to lighthouses but had already secured two

marks.

Awarded marks after non-rivalry and non-excludability.

Part a) on this paper rewards a relevant example from the data, in this case lighthouses.

The candidate seems to offer more of a definition of public sector than public goods. This is a

common mistake.
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The only mark is awarded for the lighthouse reference.

The examples when offered will only be rewarded when explicitly in the Extract. So here

making reference to lighthouses is rewarded as this is in the Extract and streetlights are not

rewarded as not in the Extract.
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Question 12(b)

Candidates were provided data regards a rapid rise in the price of shipping containers in Figure 1.

Extract A made reference to three main themes and students needed to identify two: firstly, the

issues causing shipping containers to travel around Africa and the extra fuel costs associated. Any

point referring to this gained up to one mark. The other points related to rising wages of workers

in the industry and higher interest rates.

An accurate diagram gained up to three marks: one for knowledge of the original equilibrium

price and quantity, the second for the correct shift of the supply curve to the left. The final mark

was awarded for the new equilibrium price and quantity. Two marks were awarded for the

reasons the price increased, gaining the analysis marks. The final mark was for reference to the

original and new price or the percentage change in price.
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The full three marks are awarded to the diagram. The ships being attacked and having to

divert gains the first analysis mark. The final analysis is for rising labour costs. The final

application mark is for reference to the data on container ship prices.

When making reference to the data it is good practice to include the correct currency.
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Question 12(c)

Part c) of question 12 asked candidates to explain the difference between price elastic and price

inelastic supply. The data had an example for each.

It was common for candidates to start with a definition of price elasticity of supply but this was

not rewarded. However, they go on to accumulate all other available marks.
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The definition of price inelastic focuses on a mathematical approach in terms of a value

between 0 and 1 to gain the first mark. They then give the example of waiting 12-16 months

for the second mark. The definition of price elastic makes reference to the value being

greater than 1. The reference to 65% capacity and having spare capacity gains the second

application mark. Full marks awarded.

Many candidates say that the PES is below 1 for price inelastic. It is technically more

accurate to say a value between 0 and 1.
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Question 12(d)

Candidates needed to examine two external costs associated with container ships. There were a

number of examples to choose from within Extract C. Pleasingly most used the extract to gain the

two application marks. In fact often candidates went well beyond two external costs but could

only gain marks for their best two answers. Most defined external costs and the knowledge

marks were therefore for the external costs. A substantial number drew an external cost diagram

which was not rewarded. Key to gaining the knowledge and application marks was linking in back

to the human costs. For example, the 2% CO2 emissions gained the application mark. Most linked

this to global warming for the knowledge mark and then the rising sea levels causing flooding and

damage to homes along the coast to achieve the analysis mark.

It was common to draw the diagram as done by the candidate here. This was not rewarded.
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2% of CO2 emissions gained the application mark. This can lead to global warming gains the

knowledge mark. Wildfires destroying people’s homes is the analysis. Oil spills, sewage and

chemical waste gains the application mark. Harmful to animals and biodiversity is the

knowledge mark. Increase in spending by government on healthcare and protecting

environment gains the analysis mark. Work opportunities gains an evaluation mark.

For evaluation you can either expand one point or offer two evaluative comments.
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Question 12(e)

Part e) of question 12 explored the likely benefits of subsidies. It is important to note that

anything positive was rewarded as knowledge, application and analysis, and any problems, cost

or disadvantages as evaluation. A diagram was required for this question. Those that shifted

supply to the left and showed additional aspects on the diagram such as the cost of the subsidy

to the government, consumer surplus or producer surplus gained more credit. Many looked at

the impact on the environment and the consumers and producers as the benefits and focused on

government costs and opportunity costs in evaluation. It was pleasing to see such extensive use

of the data to support the answers. It was also pleasing that candidates explicitly made reference

to areas of the diagram in the response.

This candidate defines subsidies accurately. This is then linked to the impact on costs of

production, which is then linked to increasing production, but also reducing fuel consumption

and emissions. The diagram only shows the shift in supply and impact on price and quantity and

is not used to show the impact on other aspects. The likelihood of expansion of wind sail

companies is discussed. They also linked further to lower environmental damage. In evaluation

they explore opportunity costs. This does become less focused starting to talk about impacts on

education and employment. They explore dependency or reliance on the subsidy which may

result in efficiency.
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The KAA has been awarded top of level 2 and 6 marks. There is accurate knowledge

demonstrated, clear application to context and chain of reasoning that is developed. The

evaluation is awarded at the top of level 2 — 4 marks. The score for this response is 10/14

marks.

Identifying areas on the diagram such as the consumer surplus, producer surplus and

government spending and then making reference to the areas in the written analysis

strengthen a response.
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Question 13

Candidates were presented with a table with global sales of electrical vehicles. They had to

consider the microeconomic benefits of this increase in demand for electric vehicles. The

candidates were asked to include a supply and demand diagram in their answer. Whilst most

drew correctly demand shifting to the right, very few added details to the diagram such as

producer surplus or consumer surplus which would have enhanced performance. Much analysis

was focused on the environmental benefits compared to petrol and diesel alternatives. Others

focused on generating profit to fund innovation. The evaluation often centred on possible

external costs of production in making batteries for electric vehicles and the likelihood of higher

prices. Many focused on the magnitude of such a large change in demand. Of the two essays this

one was much less popular than the other.

The essay starts with data reference before drawing the diagram with supporting written analysis,

accessing Level 2.

The candidate goes on to talk about the environmental benefits and reduced risk of health

issues.

A passing comment is made about producer and consumer surplus, although on the second page

of the response they pick up on higher profits to fund research and development and helping

with efficiency. A link is made to workers benefiting from higher pay and being more productive

as a result.

The candidate consider the benefits to employment within the electric car industry.

The candidate offers evaluation, considers more electric vehicles causing congestion which is

linked to poverty. The need for charging and electricity and lithium (a non-renewable resource) is

also considered.

The final evaluation point focuses on the fact that many will still prefer fuel vehicles and there still

being a lot of pollution.
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The knowledge, application and analysis is awarded Level 3 and 9 marks. The evaluation is

awarded Level 2 and 6 marks. The total for this response is 15 marks.

Many candidates referred to magnitude in this question. Given the increase from 1.18

million to 13.8 million, this was a sensible line of argument. It makes sense to use these

numbers explicitly in the response to justify that the magnitude of the benefits may be

substantial.
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Question 14

Question 14 explained that the UK, Spain and Italy had introduced a tax on plastic packaging with

a table identifying the rates charged in each country. Candidates were asked to evaluate the

microeconomic benefits of introducing a tax on plastic packaging. Key was that any benefits had

to be awarded as knowledge, application and analysis (KAA) and any problems or costs needed to

be evaluation. For many they presented work as KAA but it was a negative aspect so was

rewarded as evaluation. For example, many talked about reduced consumer and producer

surplus with the diagram but this had to be treated as evaluation. Diagrams were typically better

for this question as additional elements were added such as the area of tax, incidence and

consumer and producer surplus. Most benefits focused on the environment, government in

terms of tax revenue and the impact on alternative packaging to plastic.

The candidate provides an accurate definition of indirect tax. An accurate diagram is included.

Although the data points to a specific tax the question does not require this, so the ad valorem

tax diagram drawn is fine. The diagram includes other aspects including the areas of the tax and

the incidences. The paragraph that follows has a well developed chain of reasoning focused

around external costs.

This is followed by evaluation linked to government failure which is again developed and in

context. They then look at the tax revenues, referring to the area on the diagram. They consider

how this could be used. Evaluation follows looking at unintended consequences.

This is followed by considering the benefits to alternative packaging, going on to consider how

this will help with employment within that sector.

The regressive nature of such taxes and the difficulty in setting the correct rate are considered.

The conclusion summarises the argument and offers a little more in terms of identifying the need

to monitor the tax.
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The knowledge, application and analysis is in Level 4 and the evaluation is in Level 3. Overall

the candidate scores 18/20 marks.

When asked to draw a relevant diagram in the question it is important to draw one.

46 Int Advanced Level Economics WEC11 01



Paper Summary

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

Section A: Multiple Choice

Question 2 required candidates to identify the most likely result of an increase in a maximum

price and many failed to identify that the excess demand would increase. Candidates may benefit

from sketching the diagram out to consider the impact as many failed to select the correct

answer.

Question 6 – many struggled here. Venezuela with 85.6% private sector saw many identify it as a

free market economy and Sweden with 50.8% government spending saw many identify it as a

command economy. In fact both would be described as mixed economies because resources are

allocated by the price mechanism and the government.

Section B: Short Answer

Question 7 – When asked to a draw a diagram, all marks can be achieved through the diagram

and no written explanation is required. A number of candidates supported their response with a

written explanation when, in fact, the diagram had achieved full marks.

Question 9 – Whilst most could define substitutes and complements many failed to appreciate

that biscuits were complements of hot drinks and cold soft drinks substitutes for hot drinks.

Question 11 saw many not defining a production possibility frontier.

Section C: Data Response

Question 12(c) – when giving the examples of elastic supply it is best to give one example.

Question 12(d) – candidates need to link the external costs to how this impacts the third party

negatively.

Section D: Essay

Define the key terms relevant to the question.

Diagrams should be integrated into the analysis.
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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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