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16a  State what is meant by the term ‘opportunity cost’                         [1]

Commentary on the answer 
The definition is correct 

1 mark

16bi  Explain what is meant by the term ‘price elasticity of demand’.                [2]

Commentary on the answer 
The candidate has gained two marks in the first sentence because they have a clear understanding of the term ‘price elasticity of 
demand’. The answer is precise because it uses two good key terms: ‘responsiveness’ and ‘quantity demanded’.

2 marks

A GRADE CANDIDATE
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16bii Using information from the case study, calculate the price elasticity of 
demand for alcohol in Canada          [2]  

Commentary on the answer 
The candidate has correctly calculated price elasticity of demand. They have used the minus sign correctly, understanding the 
direction of change in price and demand. 

Most candidates correctly calculated the PED figure but a notable proportion of candidates omitted the negative sign.

2 marks

16ci Explain what is meant by the term ‘negative externality’.      [2]  

Commentary on the answer 
The candidate has written a correct answer, recognising that an externality is a cost to a third party. 

2 marks
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16cii Using information from the case study, explain how excessive  
consumption of alcohol leads to negative externalities      [4]  

Commentary on the answer 
This candidate correctly identifies the cost (a rise in crime) and explains the consequences to a third party (Scottish government). 

The question required candidates to identify both the cause of a relevant externality and the third party impacted.  A number of third 
parties were highlighted in the case study material. The strongest candidates made effective use of the case study and explained 
precisely how the third party would be affected – as in this example. 

4 marks
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16d Using information from the case study, explain one reason which  
could account for the trend in alcohol consumption in Scotland from  
1995 – 2007.              [4]  

Commentary on the answer 
The strongest candidates used the following structure: identify the trend and explain the reason for the trend. This candidate identifies 
one of the two trends highlighted in the case study (lower relative prices for alcohol) and then gives a strong chain of reasoning using 
economic terms (normal good) that adds precision to their answer. The strongest candidates gave a chain of reasoning of the inverse 
relationship between price and quantity demanded or use understood (and used) the term ‘normal goods’ 

4 marks
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16e Comment, using an appropriate diagram(s), on the effects of imposing  
a minimum price for alcohol.         [10]  
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Commentary on the answer 
The diagram is correct; labelled clearly and correctly illustrates a minimum price. There is a clear chain of reasoning of the effect of a 
minimum price, making effective use of economic terms (excessive supply and a contraction in demand due to the price increase). 
There is also a good link between the minimum price and market failure – the candidate is directly answering the question. This 
provides good analysis as indicated by the two analysis annotations. 

The evaluation is also good (as indicated by the two evaluation stamps) because it is fully explained. 

Level 3: strong analysis and strong evaluation 

 10 marks 
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17 Wind farms generate renewable energy in the form of electricity. In 2015, 
government subsidies to wind farms were estimated to cost £1.1billion.

 Evaluate, using an appropriate diagram(s), the effectiveness of  
subsidies for wind farms as a method of correcting the market failure  
that results from the production of electricity.      [20]
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Commentary on the answer 
The candidate uses a good structure, analysing the benefits of a subsidy (using a diagram) and then providing a counter argument 
that finishes with a supported judgement. 

They start with definitions of a subsidy and market failure and then offer coherent analysis of the consequences of a subsidy fully 
embedded in the context of market failure. There is a slight error in the direction of the shift of the supply curve and the second 
diagram has missing labels but essays are marked holistically and the whole answer is strong enough to not be diminished by this. The 
first demand and supply diagram is correct and explained. 

Their counter argument starts with a good phrase ‘on the other hand’ and there is a well developed line of reasoning which has a 
logical structure rather than just a series of independent statements. 

In the final paragraph they provide a supported judgement that qualifies them for strong evaluation. The judgement is backed up by 
their previous analysis of price elasticity and opportunity cost. 

Level 4:  good knowledge, strong analysis, strong evaluation 

20 marks 

18 JJ Ltd, a small engineering company, is considering increasing its scale of 
production by expanding its current factory in Hereford. The alternative is 
to relocate the business to Coventry, which has better transport links and 
a pool of skilled labour. However, JJ Ltd would not be able to increase the 
scale of production in Coventry. 

 Evaluate, using an appropriate diagram(s), the relative costs and  
benefits of the two options facing JJ Ltd.       [20]

Very few candidates attempted Q18 and those that did rarely got past level 3. 
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B/C GRADE CANDIDATE

16a  State what is meant by the term ‘opportunity cost’                         [1]

Commentary on the answer 
The answer is correct 

1 mark

16bi   Explain what is meant by the term ‘price elasticity of demand’.                [2]

Commentary on the answer 
The answer is correct: the candidate uses both terms ‘responsiveness’ and ‘quantity demanded’. 

2 marks 
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16bii Using information from the case study, calculate the price elasticity of 
demand for alcohol in Canada          [2]  

Commentary on the answer 
The candidate correctly calculates the answer 

2 marks 

16ci Explain what is meant by the term ‘negative externality’.      [2]  

Commentary on the answer 
The candidate correctly identifies that there is a cost and that it is to a third party. 

If they had said that the cost was to society rather than to a third party this wouldn’t have been credited (as per the mark scheme). 

2 marks 
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16cii Using information from the case study, explain how excessive  
consumption of alcohol leads to negative externalities      [4]  

Commentary on the answer 
This candidate has identified the cause of the negative externality (lost productivity) and then goes on to provide two points 
of explanation (costs of production to employers and the cost to the NHS). They could have gained the fourth mark by adding 
that the additional cost to emergency services means that there is less available to spend in other areas. 

The answer is longer than it needs to be – it is important for candidates to understand the benefits of being concise. 

3 marks 
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16d Using information from the case study, explain one reason which  
could account for the trend in alcohol consumption in Scotland from  
1995 – 2007.              [4]  

Commentary on the answer 
The candidate identifies the trend (prices have fallen) but their reason for the trend is too vague, there is no clear economic 
explanation for the trend. 

1 mark
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16e Comment, using an appropriate diagram(s), on the effects of imposing  
a minimum price for alcohol.         [10]  
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Commentary on the answer 
The diagram is mostly correct although excess supply isn’t fully indicated. 

There is correct analysis of the effectiveness of a minimum price through series of single links, the candidate explains the change in 
price on quantity traded but doesn’t go on to connect this with excess supply or market failure to add more economic analysis to 
their response. 

Evaluation is reasonable as one counter argument relevant to market failure is provided. The answer was considered to have (just) 
good analysis and reasonable evaluation therefore it doesn’t fully access level 3 and is put at the top of the next level down (level 2). 

 Level 2: 6 marks  
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17 Wind farms generate renewable energy in the form of electricity. In 2015, 
government subsidies to wind farms were estimated to cost £1.1billion. 

 Evaluate, using an appropriate diagram(s), the effectiveness of  
subsidies for wind farms as a method of correcting the market failure  
that results from the production of electricity.      [20]
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Commentary on the answer 
The candidate begins well by defining subsidies and providing a correct diagram that is explained. There is a clear link to market 
failure through the recognition of the socially optimum level of output and that the welfare loss will be eliminated. 

Their evaluation is good – there are a number of counter arguments but they are not clearly connected. The final point about 
indirect tax would have been stronger if they had previously discussed this as an alternative policy within the main bulk of the essay.  
The judgement isn’t sufficiently supported. 

The candidate just tips into level 4, their evaluation isn’t strong but the analysis is sufficient for level 4 and as a whole essay it qualifies 
for level 4. 

Level 4: good knowledge, strong analysis, good evaluation 

16 marks 
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Q18 JJ Ltd, a small engineering company, is considering increasing its scale of 
production by expanding its current factory in Hereford. The alternative is 
to relocate the business to Coventry, which has better transport links and 
a pool of skilled labour. However, JJ Ltd would not be able to increase the 
scale of production in Coventry. 

 Evaluate, using an appropriate diagram(s), the relative costs and  
benefits of the two options facing JJ Ltd.       [20]
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Commentary on the answer 
The candidate starts well by defining economies of scale and there is a clear sense that the candidate understands the concept 
of economies of scale as demonstrated by the correct diagram and explanation – the explanation refers to relevant terms: lower 
average costs and greater productive efficiency. 

They then go on to address the disadvantages of remaining in Hereford. This was good practice. The better candidates that 
answered this question addressed both sides of the argument for Hereford and then for Coventry, as this candidate does. 

However, their answer isn’t coherent enough and doesn’t make sufficient use of economic concepts to go further than reasonable 
analysis and evaluation.  There is a lot of repetition of arguments (efficiency and occupational mobility) and their judgement doesn’t 
weigh up both sides. 

Many candidates misinterpreted this question and weren’t confident enough in the topic to fully address it for 20 marks.  

Level 2: reasonable knowledge, reasonable analysis reasonable evaluation 

10 marks
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D/E GRADE CANDIDATE

Q16a  State what is meant by the term ‘opportunity cost’                         [1]

Commentary on the answer 
The definition is correct. 

1 mark

Q16bi  Explain what is meant by the term ‘price elasticity of demand’.                [2]

Commentary on the answer 
The candidate has confused the causal relationship. 

 0 marks 
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Q16bii Using information from the case study, calculate the price elasticity of 
demand for alcohol in Canada          [2]  

Commentary on the answer 
Zero marks for an answer which uses a percentage sign, for example ‘1.6%’. However, candidates could still get one mark for 
-16%/10% if they showed their working (notice they need the minus 16). 

0 marks  

Q16ci Explain what is meant by the term ‘negative externality’.      [2]  

Commentary on the answer 
The candidate understands that there are costs but there is no understanding of a third party. 

1 mark 
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Q16cii Using information from the case study, explain how excessive  
consumption of alcohol leads to negative externalities      [4]  

Commentary on the answer 
This candidate doesn’t address the question; they’re providing answer to Q16e. 

0 marks 

Weaker candidates struggled to differentiate between private and external costs. A number simply provided direct quotes from the 
case study with no interpretation and development.
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Q16d Using information from the case study, explain one reason which  
could account for the trend in alcohol consumption in Scotland from  
1995 – 2007.              [4]  

Commentary on the answer 
The candidate hasn’t correctly identified the trend, this was either a change in relative price or in incomes therefore they aren’t able 
to receive any marks for their explanation. 

0 marks 
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Q16e Comment, using an appropriate diagram(s), on the effects of imposing  
a minimum price for alcohol.         [10]  
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Commentary on the answer 
The candidate has drawn the correct diagram but it isn’t awarded marks unless there is a correct explanation to accompany it. 
The answer starts encouragingly with recognition that the minimum price must be above the equilibrium price. However, it then 
loses focus by not explaining the reason for the equilibrium price and going on to concentrate on a shift in demand rather than 
addressing the effectiveness of minimum pricing. 

Level 1: limited analysis and no evaluation 

2 marks 
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Q17 Wind farms generate renewable energy in the form of electricity. In 2015, 
government subsidies to wind farms were estimated to cost £1.1billion. 

 Evaluate, using an appropriate diagram(s), the effectiveness of  
subsidies for wind farms as a method of correcting the market failure  
that results from the production of electricity.      [20]
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Commentary on the answer 
The candidate takes quite a long time getting into their analysis, a lot of the beginning of the answer is spent explaining market 
failure which is only AO1 (knowledge and understanding). Once they start to analyse the consequences they use a correctly labelled 
diagram and there is reasonable analysis of the change in price, quantity and the impact on under-consumption and under-
production.  The candidate then repeats their analysis that doesn’t add anything to their answer. 

There is a hint of evaluation at the very end. The (reasonable) analysis is sufficient to pull the answer into mid level 2 despite the 
limited evaluation as essays are marked holistically. 

Level 2: 8 marks 
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Q18 JJ Ltd, a small engineering company, is considering increasing its scale of 
production by expanding its current factory in Hereford. The alternative is 
to relocate the business to Coventry, which has better transport links and 
a pool of skilled labour. However, JJ Ltd would not be able to increase the 
scale of production in Coventry. 

 Evaluate, using an appropriate diagram(s), the relative costs and  
benefits of the two options facing JJ Ltd.       [20]
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Commentary on the answer 
The candidate has limited understanding of the concept of economies of scale and is given benefit of the doubt in their definition. 
They appreciate the consequence for price and that the company will be able to sell to a larger market however there isn’t any 
economic analysis of the counter argument. 

The final paragraph includes some attempt to address the merits of moving to Coventry but again, without any economic analysis of 
the arguments. 

Level 1: limited knowledge, limited analysis, limited evaluation 

5 marks 
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