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Question 1 (a) 

Many candidates scored well on this question (mean 3.8/5), with the analysis mark being the main

discriminator. For the fifth mark, candidates needed to go beyond listing characteristics of the

market structure identified and instead develop the explanation, for example, by explaining

interdependence or identifying price rigidity. If the candidate chose monopoly they could earn the 5

marks but they tended to be less able to talk about the process linking the market structure to the

behaviour or the firms, or any other analytical process.

Over 67% of answers scored 4 or 5 out of 5, meaning that most candidates were confident in the

area of market structures.

A significant number of candidates took the approach of describing a legally-recognised monopoly,

either the 25% CMA figure or the more relaxed EU definition (40% of the market is unlikely to be a

dominant position, Article 102 of TFEU – both definitions were equally acceptable), although the 

legal monopoly had to be clearly linked to the concept of market power or dominance rather than

pure monopoly power to gain full marks. Candidates using the oligopoly approach found accessing

full marks very straightforward when accompanied by a calculation of concentration ratios and a

brief development of the explanation of the market structure.

Oligopoly was the most common answer – and the evidence fitted well with this approach.

4     GCE Economics A 9EC0 03



This is a clear 5/5.

Calculate the concentration ratio and if five or

fewer firms have 50% of the market then you know

it is oligopoly.
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Although there are several faults in this answer, it still gains full marks.
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Question 1 (b) 
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This fulfils all the assessment objectives and

demonstrates many of the points above.

Evaluation was often effective on this question,

with better answers giving context to their answers

and using the case study to help them e.g.

referring to brand issues of Starbucks, and the

damage to its reputation caused by the transfer

pricing issues; and in evaluation, the observation in

the data that the headquarters were moving from

Amsterdam to London. There were good examples

of kinked demand analysis, used to explain

somewhat ‘sticky’ prices in the cases where

Starbucks and Costa are charging the same price

for an Espresso Double (Figure 3), which made a

very effective evaluation point.

The main problem with the question was the

opportunity cost, with candidates spending more

than the 12-15 minutes they should allow, which

was reflected in a higher than normal frequency of

unfinished answers at the end of the paper.

Check the MC=MR points are extended to the

horizontal axis, and if using the kinked demand

curve (not required but can be used) then the

angle of the MR will change after the kink to

become steeper.
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Many candidates tried to use externalities diagrams but faced issues with the fact that negative

externalities in consumption is not required for this specification in diagrammatic form. Such an

approach tended to lead to confusion and was rarely fruitful, and it is advised that candidates try

not to learn diagrams that are specifically not required for this exam.
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Question 1 (c) 



There are many points to raise in this answer:

definitions are not required (indirect tax) but

they can help the candidate focus on the

question.

reducing the use of cups is in the question and is

not therefore a benefit, but the answer is

awarded for 'internalising the externality' – a

clear benefit in this context.

the diagram does not show the effect of the tax,

and a shift would be an effective way to pick up

a second diagram mark. However it does

illustrate the social optimum issue and is

therefore awarded (deadweight welfare loss

area).

The diagram shows production externalities but

the discussion is not explicitly about production.

However there is an oblique reference to

contraction of demand so credit is given here.

There is enough here to score full marks.
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There were several other diagrammatic

approaches that were valid, such as negative

externalities in production as shown here, and

indeed a diagram was not needed at all to gain full

marks although it can be an efficient way to score

two marks.

18     GCE Economics A 9EC0 03



This answer tries a range of micro and macro approaches and reaches Level 4 on two occasions.

Evaluation does link to the points being made.
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Question 1 (d) 
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Level 4 15/16 KAA.

Level 3 evaluation – just makes Level 3, therefore

7/9 Eval.

= 22/25.

Use diagrams and data to support your response.

Evaluation must try to link to your points made.
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This is a wide ranging and carefully reasoned answer. It is fully applied and the diagrams are

relevant.
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Question 1 (e) 
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There are clear Level 4 passages, with carefully

argued chains of reasoning, fully in context. There

is a sound judgement after each piece of KAA, and

a judgement at the end to consider the overall

impact.
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25/25 is clearly deserved, even though the answer

is not over-long or complex. Simple is good.
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This example shows how to earn full marks.
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Question 2 (a) 

The formula is not perfect (no reference to prices)

but prices are discussed in the answer so the

outlining of the meaning of the terms of trade is

valid.

Terms of trade worsening might mean the balance

of trade actually improves. Don't be caught out by

these apparent contradictions. It is this kind of

reasoning that makes economics a logical

challenge, and therefore very enjoyable.



This is a short, clear and effective answer.
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Question 2 (b) 



The diagram is clearly labelled. The text describes

the diagram. There is a clear paragraph set apart

for evaluation. This is a joy for an examiner to

read.

Note that you can also score all the marks using a

shift in just the FC or AC, although you must be

careful not to describe a change in VC and draw

just a change in fixed costs, and vice versa.
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This answers well in terms of KAA, seeing a variety of types of aid and applying them well in the

context of the data on Indonesia.
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Question 2 (c) 



The diagram was useful, if not fully labelled, and

there was Level 3 analysis throughout.

Unfortunately there is no evaluation at all – the

candidate has possibly run out of time. Two good

points are often better than three unjudged ones.

Evaluate each point as you go along, if you can,

and shape your answers around the data

provided.
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This response is full of data, theory and clear development of economic analysis.

GCE Economics A 9EC0 03     57

Question 2 (d) 
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Although it seems that the answer is going to focus

on causes not effects of volatility, it is soon clear

that the correct focus is there, and the diagram

clearly illustrates the impact of low PED on

revenues. This is then clearly explained in the text

('uncertain incomes') and the data on coal prices is

central to the answer. The Lewis model is used

effectively and there are clear micro and macro

points.

Question 2 (e) 

The case study gave several supply side policies to evaluate the economic effects of, with discussion

of education/healthcare, deregulation and opening up to FDI commonly used. Many candidates

were then able to apply this knowledge to theoretical models, such as AD/AS, demand and supply

and monopoly diagrams in order to provide in depth analysis in the context of Indonesia.

There were a surprising number of answers that shifted AD rather than LRAS. Whilst the effects of

supply side policies can clearly have side effects on AD, the more coherent arguments focused on

LRAS for the macroeconomic effects given. Rises in AD while of course valid (and on the mark

scheme) were unlikely to be convincing when developed into a rise in inflation (given the increase in

AS), and some candidates then went on to discuss the costs of inflation, including menu costs,

which was highly ineffectual in the context given.

Candidates had clearly learned some downsides of supply side policies, but again the best answers

would put these in the context of Indonesia (e.g. the fiscal constraint they face). Extract D clearly

spelt out supply side policies (easing regulations, tax incentives and SEZs) and these formed the

ideal basis for an essay. In evaluation, one of the most effective answers was to consider the social

and fiscal implications of these specific measures.
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This essay struggles at first to make it into Level 4 as the focus seems to be on the AD shift.

However the chains of reasoning are logical, and clearly an AD shift is legitimate for interventionist

supply side policies if government revenue remains constant.
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The AD point needs clearer links, as does the FDI

discussion. However the microeconomic argument

is better and it is supported by a helpful diagram

(Level 4). There is good context but the evaluation

tails off on the micro section – time lags are

underdeveloped and lose the connection with the

thrust of the argument, and it feels as if they are a

standard, rehearsed evaluation point that does not

convince.

The final paragraph contains convincing

judgement and is credited with a L3+.
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