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SECTION A

Answer ALL questions in this section.

Questions must be answered with a cross in a box X. If you change your mind about an answer,

put a line through the box 2¢ and then mark your new answer with a cross [X.

1 Luxottica is a French-Italian company based in Italy. It sells sunglasses in an
imperfectly competitive market. In 2022, its net profit was €2.28 billion.
Which one of the following conditions is necessary for Luxottica to maximise its
profits?
[] A Marginal revenue is equal to marginal cost
[] B Average cost is equal to marginal cost
[J € Marginal cost is equal to zero
[ D Marginal revenue is equal to zero
(Total for Question 1 = 1 mark)
2 Sony, an electronics company, and Honda, a vehicle manufacturing company, have
collaborated to develop a new electric car.
Which one of the following best describes this type of arrangement?
[J A A co-operative
[J B State-owned enterprise
[J € Ajointventure
[ D Horizontal integration
(Total for Question 2 = 1 mark)
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3 The elasticity of demand for labour for workers in the shipbuilding industry in France
is estimated to be —0.88.

Which one of the following is most likely to cause the demand for labour to
be inelastic?

[J A Labour can be easily substituted by capital —
[J B The workers are all members of a trade union —
[J € Thereisa large supply of labour available to work in the industry —
[J D Labour costs are a small percentage of total costs —
(Total for Question 3 = 1 mark)
4 The diagram shows marginal cost, average total cost and average variable cost curves
for a profit-maximising sweetcorn producer in Argentina operating in a perfectly
competitive market.
A
Costs, MC
revenues ATC
AVC

P4

P3

P2

P1

o Output
At which one of the following prices would the producer sell sweetcorn in the
short-run but shut-down in the long-run?
D A P] L
] B P, —
] C P, —
] D P, —

(Total for Question 4 = 1 mark)
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5 In 2019 the European Union fined Qualcomm, a semiconductor manufacturer,

€242 million for setting its price below its average variable cost.

Which one of the following best describes this pricing strategy?

[J A Marginal cost pricing

] B Limit pricing

[] € Predatory pricing

[J D Price discrimination

(Total for Question 5 = 1 mark)
.
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6 Which one of the following diagrams illustrates the total revenue curve for a
profit-maximising firm operating in a perfectly competitive market?

A

Costs,

revenues

C

Costs,

revenues

O o oo

EmCE

O n w >

Costs,
revenues

Output Output

D

Costs,
revenues

Output Output

(Total for Question 6 = 1 mark)

TOTAL FOR SECTION A = 6 MARKS
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7

SECTION B

Study Figure 1 and Extracts A, B and C in the Source Booklet before answering Question 7.
Write your answers in the space provided on the following pages.

(a) With reference to Figure 1, calculate the 4-firm concentration ratio of the global
fast-food industry.

You are advised to show your workings.
(b) With reference to Extract C, explain what is meant by organic growth.

(c) With reference to Extract A, analyse two reasons why the global fast-food market
is expected to grow.

(d) With reference to the last paragraph of Extract B, examine the likely impact
on McDonald’s profits by switching ‘to suppliers that use more ethical and
sustainable methods of production’

lllustrate your answer with an appropriate diagram.

(e) With reference to Figure 1, Extract C and your own knowledge, discuss the likely
effects of McDonald’s opening CosMc’s on its competitors.
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P 7 8 4 6 3 A 0 6 2 8

Y3adY SIHLNEILIHM 1ON Od V3HY SIHLENEILIHM LON Od

Y3HY SIHL NI ILIEM 1ON Od



DO NOT WRITE IN THIS AREA

XRRREERIRIIRRRRRRRK

XXX

 DONOTWRITEINTHISAREA

DO NOTWRITE INTHIS AREA

7

7 (a) With reference to Figure 1, calculate the 4-firm concentration ratio of the global
fast-food industry.

You are advised to show your workings.
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(c) With reference to Extract A, analyse two reasons why the global fast-food market
is expected to grow.
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(d) With reference to the last paragraph of Extract B, examine the likely impact
on McDonald’s profits by switching ‘to suppliers that use more ethical and
sustainable methods of production’

[llustrate your answer with an appropriate diagram.
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(e) With reference to Figure 1, Extract C and your own knowledge, discuss the likely
effects of McDonald’s opening CosMc's on its competitors.
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(Total for Question 7 = 34 marks)

TOTAL FOR SECTION B = 34 MARKS
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SECTION C
Answer TWO questions from this section.

In 2023 British Sugar was the only purchaser of sugar beet from 3 000 farmers in
the UK.

Evaluate the benefits of a monopsony to firms and consumers.
lllustrate your answer with an appropriate diagram(s).

(Total for Question 8 = 20 marks)
In 2007 the Government of Indonesia set up the Kredit Usaha programme. The aim of

this programme was to support small businesses by offering subsidies and low-cost
loans. In 2022 the amount that a business could borrow was increased significantly.

Evaluate measures that a government could introduce to promote competition and
contestability.

(Total for Question 9 = 20 marks)
In 2023 Mars, a confectionery manufacturer, completed the takeover of Hotel
Chocolat, a UK luxury chocolate company, for £534 million.
Evaluate the benefits of a takeover for businesses and consumers.
lllustrate your answer with an appropriate diagram(s).

(Total for Question 10 = 20 marks)
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Write the answer to your FIRST chosen question here.

Indicate which question you are answering by marking a cross in the box X. If you change your
mind, put a line through the box ¢ and then indicate your new question with a cross X.

Write the answer to your SECOND chosen question on page 22,

Chosen question number: Question8 [] Question9 [] Question 10 []
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Write the answer to your SECOND chosen question here.
Indicate which question you are answering by marking a cross in the box X. If you change your
mind, put a line through the box ¢ and then indicate your new question with a cross X.
mmmm= | Chosen question number:  Question8 [] Question9 [] Question 10 []
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TOTAL FOR SECTION C =40 MARKS

TOTAL FOR PAPER = 80 MARKS
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Sources for use with Section B
The fast-food industry

Figure 1 Global market share of companies in the fast-food industry, 2023

Domino’s
Pizza

1.6% Pizza Hut 1.2%

Subway 2.8%
Burger King 1.2%
KFC 2.8%

Starbucks ©~
7.5%

Others
McDonald'’s 61.5%

21.4%
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Extract A The global fast-food market
The global increase in fast-food consumption has been caused by several factors:

« arise in the number of people living in cities. For example, between 2010 and 2021,
the population living in cities increased from 3.59 billion to 4.59 billion

« changes in people’s lifestyles has led to limited time for individuals to spend 5
preparing meals

« the affordability of fast food has made it popular as a result of slow wage growth and
increased living costs

- the large marketing expenditures and branding strategies of the companies in the
fast-food industry. For example, in 2020, fast-food companies spent $4.5 billion on 10
advertising

« greater use of mobile applications by consumers to order fast food for home
delivery. For example, in 2023, Zomato was downloaded 52 million times and
Uber Eats 41 million times.

However, in many countries there is an increased awareness of health risks associated 15
with consuming fast food, such as heart disease and obesity. This has led to changes in
consumer behaviour as evidenced by an increase in demand for fresh food and organic

food that use locally sourced ingredients.

Extract B McDonald’s

McDonald’s Corporation is an American business that operates over 40 275 restaurants
worldwide. It produces a range of fast foods including burgers, fries, salads and drinks.

In 2023 its assets were valued at $170 billion and it was the fourth-largest employer

globally, employing over 1.9 million workers. McDonald’s has over 70 million customers 5
daily, selling an average of 80 burgers every minute.

In recent years, McDonald’s has had to adapt its products to meet changing consumer
preferences. McDonald’s has made significant changes to provide healthy options for

its customers. For example, it has expanded its menu to include salads, fruit bags and
lower-calorie alternatives. 10

Moreover, McDonald’s has switched to suppliers that use more ethical and sustainable
methods of production. As a result, McDonald’s costs of production have increased.
The purpose of this change of suppliers was to make a positive impact on the planet.
For example, McDonald’s now uses:

- deforestation-free supply chains for beef 15
« sustainable fisheries for fish
« sustainable palm oil production

+ locally-sourced ingredients to reduce its carbon footprint.

P78463A 3
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Extract C McDonald’s opens CosMc’s

In December 2023 McDonald’s opened a new café called CosMc’s. It sells a variety of

drink and food options. CosMc’s has a menu of drinks such as coffees and teas, with

the ability to customise them. There are also limited food choices for on-the-go eating.
McDonald’s aims to compete with Starbucks in the growing beverage market and plans 5
to open CosMc’s in 10 different locations, mainly in Texas, USA, by December 2024.

McDonald’s is planning to establish 10 000 new CosMc’s cafés worldwide by 2027.
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