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I n t er n at ion al  Ad v an ced  Lev el  Econ om ics ( 6 ECA1 )     

Jan u ar y  2 0 1 4  

 
 

I n t r o d u ct ion  

The m ajorit y of candidates revealed a reasonable knowledge and understanding of the 

fundam entals of m arket  econom ics;  a sm all m inority dem onst rated a high level of abilit y 

in term s of crit ical analysis and evaluat ion. However, a num ber of candidates were so 

under-prepared that  they were unable to m ake a serious at tem pt  at  the paper. Despite 

the relat ively sm all number of candidates who took the paper considerable different iat ion 

between the qualit ies of responses arose. 

 

The supported m ult iple choice and data response quest ions were accessible to m ost  

candidates and covered m ainst ream  econom ic concepts and m odels. The m ean score for 

the exam  paper was below that  of January 2013.  

 

I n the supported m ult iple choice sect ion, Q1 (opportunity cost ) , Q3 ( consum er surplus)  

and Q5 ( incom e elast icity of dem and)  candidates scored relat ively high m arks;  Q4 (price 

elast icit y of dem and) , Q7 (guaranteed m inim um price)  and Q8 (carbon em issions t rading 

schem e)  candidates scored relat ively low m arks. 

 

I n the data response sect ion, 76%  of candidates at tem pted data response Q9 (The 

m arket  for  black tea and 24%  of candidates at tem pted Q10 (The ext ract ion of gas from  

underground rock) . Overall, the responses for Q9 were bet ter than for  Q10. The reason 

why m any candidates did not  fare so well in Q10 appears to be Q10(d)  and Q10(e) ,  

where answers on external costs and regulat ion were lim ited. 

 

  

Sect io n  A:  Su p p o r t ed  Mu l t i p le  Ch o ice Qu est ion s 1 - 8  

The overall qualit y of responses in this sect ion of the paper was varied. Som e candidates 

dem onst rated good technique, which included defining key econom ic term s, annotat ing 

and const ruct ing relevant  diagram s and applying their answers to the context  of the 

quest ion. Reject ion of incorrect  opt ions was also used although less successfully. As with 

previous exam  series, t he quest ions on m arket  failure proved to be m ore challenging as 

revealed in the m ean scores for  Q7 (guaranteed m inim um  price)  and Q8 (carbon 

em issions t rading schem e) . 

 

Qu est ion  1  ( Op t io n  B) :  Op p or t u n i t y  co st  o n  a  Pr od u ct ion  p ossib i l i t y  f r on t ier  

The highest  m ean score was recorded on this quest ion, offering a gent le int roduct ion to 

the paper. Most  candidates selected the correct  opt ion and defined both opportunity cost  

and product ion possibilit y front ier. The best  answers offered suitable diagram m at ic 

analysis depict ing a change in output  from  capital to consum er goods.  

 

One interest ing feature was the large num ber of responses that  successfully rejected 

opt ion D, where an outward shift  in the product ion possibilit y front ier represented 

econom ic growth. 

 

Students should rem em ber to define key concepts accurately and ensure a m ovem ent  

along a product ion possibilit y front ier is explained in regards to opportunity cost .  

 

 

 



Qu est ion  2  ( Op t io n  D) :  Ad v an t ag es o f  a  f r ee m ar k et  eco n om y  

This was another quest ion where m ost  candidates were able to select  the correct  key 

and define the key concept  ( free m arket  econom y) . The best  answers explained the 

benefits of com pet it ion to consum ers in term s of lower prices, increased consum er 

choice, product  qualit y and consum er surplus. 

 

Students should rem em ber to answer the quest ion set  and ensure that  the benefit s to 

consum ers of a free m arket  econom y are referred to rather than a list  of characterist ics 

of this type of econom ic system . 

 

 

Qu est ion  3  ( Op t io n  B) :  Con su m er  su r p lu s 

Another well answered quest ion with m ost  candidates annotat ing the diagram  to show 

an inward shift  of the supply curve and a higher equilibrium  price. This was usually 

followed by ident ifying the original and new areas of consum er surplus. 

 

Students should rem em ber to label the new consum er surplus area and ensure an 

accurate definit ion of the concept .  

 

 

Qu est ion  4  ( Op t io n  A) :  Pr ice e last ici t y  o f  d em an d  f o r  m eat  

This proved to be a m ore challenging quest ion with m any candidates select ing an 

incorrect  opt ion and st ruggling to explain the relat ionship between price elast icit y of 

dem and and total revenue from  the data provided. Quite often just  1 m ark was achieved 

by defining or showing the form ula for price elast icit y of dem and. 

 

Students should rem em ber to explain the significance of a price elast icit y of dem and for 

m eat  of -0.3, in term s of how a fall in price would lead to a proport ionately sm aller r ise 

in dem and, so reducing total revenue. Diagram m at ic analysis could be offered here. 

 

 

Qu est ion  5  ( Op t io n  C) :  I n co m e elast ici t y  o f  d em an d  f o r  t ob acco  

This proved to be one of the m ost  accessible quest ions on the paper and the m ajorit y of 

candidates were able to achieve full m arks, by accurately defining incom e elast icit y of 

dem and (or showing it s form ula)  and then correct ly applying it  to tobacco. I t  was clear 

that  candidates understood that  a negat ive incom e elast icit y of dem and for t obacco in 

the US m eans it  is an inferior good. 

 

Students should rem em ber to out line an inferior good, for exam ple, as incom e rises then 

dem and for t obacco falls, and, as incom e falls then dem and for tobacco r ises. 

 

 

Qu est ion  6  ( Op t io n  D) :  Occu p at io n a l  im m o b i l i t y  o f  lab ou r  

I t  was surprising that  a significant  num ber of candidates st ruggled to answer this 

quest ion, revealing confusion between the occupat ional and geographical m obilit y of 

labour. 

 

The best  answers defined occupat ional im m obilit y (or m obilit y)  of labour, explained how 

a reduct ion in t raining program m es would lim it  the abilit y of the unem ployed to achieve 

suitable work skills and then applied to a real world situat ion;  for exam ple, the difficulty 

an unem ployed text ile worker would face in t rying to take available work as a bricklayer.  

 

Successful use of the reject ion technique was also offered, part icularly with regards to 

incorrect  opt ions A and B that  concern the geographical m obilit y of labour.  

 

Students should rem em ber to offer  an applicat ion to the type of j obs that  unem ployed 

people m ight  take if there had been adequate funding of t raining schem es. 

 



Qu est ion  7  ( Op t io n  C) :  Gu ar an t eed  m in im u m  p r ice f o r  w h eat  

Many candidates found it  difficult  to ident ify the size of the excess supply of wheat  from  

the table provided, at  t he guaranteed m inim um  price of £300 per tonne. Consequent ly, 

incorrect  opt ions were often selected. 

 

However, a significant  m inority of candidates achieved full m arks by defining a 

guaranteed m inim um  price and then showing the calculat ions for the am ount  of 

governm ent  expenditure on the schem e (£300 ×  4000 =  £1 200 000) . Occasionally 

suitable diagram m at ic analysis was offered which was also credited with m arks. 

 

Students should rem em ber to ident ify excess supply from  the table when the price is set  

at  £300. I t  requires subt ract ing quant it y dem and (104 000 tonnes)  from  quant it y supply 

(108 000 tonnes) .  

 

 

Qu est ion  8  ( Op t io n  C) :  Car b o n  em ission s t r ad in g  sch em e 

This was another quest ion where m any candidates found difficult  to accurately define a 

carbon em issions t rading schem e and explain it s purpose. A significant  num ber of 

responses selected incorrect  opt ion B which revealed confusion between total and 

m arginal social costs and social benefit s.  

 

However, there were som e good answers which explained both the ‘cap and t rade’ 

aspects of the schem e as well as applicat ion to the reduct ion of external costs from  

flying. Quite often m arks were secured by explaining how the purchase of perm its would 

reduce the overall num ber of air flights.  

 

Students should rem em ber to define carbon em issions t rading schem e and how it  gives 

airlines an incent ive to reduce pollut ion from  flying. 

 

 

Sect io n  B ( Dat a Resp on se)  Qu est ion s 9  an d  1 0  

 

Quest ion 9 (The m arket  for  black tea)  was m ore popular than Quest ion10 (The 

ext ract ion of gas from  underground rock)  by a rat io of 3 t o 1 am ong candidates. This 

appears due to the fam iliarit y of com m odity m arkets, a regular feature of data response 

quest ions. Despite this im balance, there were som e good answers to both quest ions. 

 

 

Qu est ion  9 :  Th e m ar k et  f o r  b lack  t ea  

 

( a)   Ex p la in  t h e l i k e ly  ef f ect  on  t o t a l  r ev en u e f o r  t h e p r od u cer s o f  b lack  t ea  

f o l l ow in g  a g r ow in g  t ast e f o r  t h e d r in k  am on g  n ew ly  af f lu en t  Ch in ese 

con su m er s ( Ex t r act  1 , l in es 1 - 2 ) . Use a su p p ly  an d  d em an d  d iag r am  in  

y ou r  an sw er . ( 6  m ar k s)  

 

A st raight  forward quest ion which gave candidates an opportunity to gain m arks through 

defining total revenue, ident ifying that  it  is likely to increase and explaining this through 

a relevant  diagram . The best  answers achieved either 5 or the m axim um  6 m arks. 

Although m ost  responses correct ly shifted the dem and curve for tea outwards, m any 

failed to ident ify the original and new levels of t otal revenue. 

 

Students should rem em ber to ensure the axes and curves on the diagram  are carefully 

labelled, and, ident ify the original and new levels of total revenue. 

 

 

 

 



( b )   Ex p la in  t h e  l i k e l y  im p act  o f  a g r o w in g  t ast e f o r  b lack  t ea on  t h e  w o r k er s 

w h o    p r od u ce i t . ( 4  m ar k s)  

 

This was another st raight forward quest ion where m ost  candidates gained m arks. The 

best  responses ident ified that  the dem and for tea workers is derived from  the dem and 

for  tea 

and then proceeded to explain how wages and em ploym ent  m ight  both increase. Som e 

percept ive com m ents referred to the idea that  exist ing workers m ight  have to work 

longer hours or increase their product ivit y to m eet  growing dem and. Diagram m at ic 

analysis was quite popular and credited with m arks. 

 

Students should rem em ber to keep focused on how the tea workers are likely to be 

affected rather than st ray into the reasons why the dem and for t ea is increasing.  

 

 

( c)  W i t h  r ef er en ce t o  Ex t r act  1 , Fig u r e 2  an d  y ou r  ow n  k n o w led g e, d i scu ss 

w h et h er  t h e w o r ld  su p p ly  o f  b lack  t ea is l i k e ly  t o  b e p r ice e last i c o r  p r ice  

in e last ic.  ( 1 0  m ar k s)  

 

This proved to be quite challenging for m any candidates despite the inform at ion provided 

in Ext ract  1 and Figure 2. A com m on error for som e was to confuse the determ inants of 

price elast icit y of supply with those for price elast icit y of dem and. Consequent ly, over 

twenty percent  of candidates gained zero or j ust  1 m ark. 

 

However, there were som e excellent  answers which m ade use of t he inform at ion to 

suggest  the supply of black tea is price inelast ic due to a shortage of suitable land, the 

long t im e period required to grow tea bushes and the uncertainty created through price 

fluctuat ions. This was usually followed up with discussion on the level of tea stocks, their 

perishabilit y, qualit y and the ease of ent ry into the indust ry. A com m on them e of the 

bet ter  answers was discussion on the dist inct ion between the short  run and long run 

price elast icit y of supply of t ea. 

 

Students should rem em ber to read the quest ion carefully and avoid confusing price 

elast icit y of supply with price elast icit y of dem and. 

 

 

( d )  Assess t h e l i k e ly  su ccess o f  a b u f f er  st ock  sch em e f o r  st ab i l i sin g  t h e  

p r ice o f  b lack  t ea. Use an  ap p r op r iat e d iag r am  in  y ou r  an sw er . ( 1 4  

m ar k s)  

 

The qualit y of responses varied enorm ously, ranging from  superb evaluat ive and 

searching answers to lit t le m ore than brief and basic com m ents.  

 

I n order to achieve full m arks candidates had to draw a relevant  buffer  stocks diagram  

and explain how it  m ight  be used to stabilise the price of black tea. There was 

considerable flexibilit y in the m arking of the diagram  to take account  of the variety of 

responses.  

 

Unfortunately, m any responses confused the buffer  stocks schem e with a guaranteed 

m inimum  price schem e and so achieved few knowledge, applicat ion and analysis m arks. 

I ronically it  appeared easier for candidates to gain evaluat ion m arks by using the 

prom pts in the text  concerning problem s of funding, storing and reaching agreem ent  

with all black tea growers across different  count r ies. These points required further 

developm ent  but  offered a guide to why buffer stock schem es tend fail. 

 

Students should learn how to draw a buffer stocks diagram , showing agency intervent ion 

to buy and sell stocks in the m arket .  

 



( e)  W i t h  r ef er en ce t o  Ex t r act  2 , ev alu at e t h e  p ossib le p r i v at e b en ef i t s an d  

ex t er n al  b en ef i t s r esu l t i n g  f r om  con su m er s sw i t ch in g  f r om  co f f ee t o  t ea . 

I l l u st r at e y ou r  an sw er  w i t h  an  ap p r o p r iat e  d iag r am . ( 1 4  m ar k s)  

 

A significant  num ber of candidates seem ed unprepared for this quest ion and alm ost  a 

quarter achieved zero m arks. One m ain lim itat ion was drawing an inaccurate diagram  

where the benefit  and cost  curves were incorrect ly labelled and so m ade no sense.  

 

Another lim itat ion was the failure to dist inguish between the private benefit s and 

external benefits from  consum ing tea – often candidates just  referred to benefits in 

general, repeat ing points in ext ract  2 but  offering no value added. Also m any responses 

m ade no reference to the effect s of consum ers drinking less coffee. 

 

However, there were som e excellent  answers which com bined accurate diagram m at ic 

analysis with an explanat ion of the private benefit s (such as im provem ent  to personal 

health and life expectancy, higher earnings and higher profit s for  firm s that  sell tea)  and 

an explanat ion of external benefit s ( increased product ivit y from  healthier workers and 

less pressure on nat ional healthcare services) . Suitable evaluat ive com m ents focused on 

the uncertainty of the benefits from  drinking tea and the negat ive im pact  on the coffee 

m arket .  

 

Students should rem em ber to carefully dist inguish between and explain the possible 

private benefit s and external benefit s from  tea consum pt ion. 

 

 

Qu est ion  1 0 :  Th e ex t r act io n  o f  g as f r om  u n d er g r ou n d  r ock  

 

 

( a)  Usin g  ex am p les f r om  Ex t r act  1 , d ist in g u ish  b et w een  r en ew ab le  an d  n on -

r en ew ab le en er g y  so u r ces. ( 4  m ar k s)  

 

This was a st raight forward quest ion where m ost  candidates scored m arks. I t  required 

adding som e value to t he m eaning of renewable and non- renewable energy sources, for  

exam ple, renewable energy resources are available for future generat ions to consum e as 

supply is not  dim inished (som et im es requir ing careful m anagem ent ) .  

 

On the other hand, non- renewable resources are not -sustainable and m ay not  be 

available for  future generat ions as supply is being dim inished through consum pt ion of 

them . Relevant  exam ples of each type of resource from  Ext ract  1 ensured m axim um 

m arks. 

 

Students should rem em ber to add value to the dist inct ion between renewable and non-

renewable resources. There is lit t le point  just  stat ing that  one is renewable and the other 

is not  renewable. Further developm ent  is required. 

 

 

 



( b )  Ex p la in  t w o  p o ssib le b en ef i t s t h at  r esu l t  f r om  t h e ex t r act io n  o f  g as f r om  

u n d er g r ou n d  r ock . ( 6  m ar k s)  

 

This was reasonably well answered by candidates who ident ified two possible benefit s of 

fracking from  the text  and then developed them . The m ost  frequent ly explained benefit s 

were the reduct ion in price of gas and the increase in em ploym ent  and revenue from  

fracking.  

 

The first  benefit  was som et im es developed by use of a supply and dem and diagram  

depict ing an increase in supply and followed by explanat ion of how energy could becom e 

m ore affordable and help reduce fuel poverty. The second benefit  focused on the ext ra 

50 000 jobs that  m ight  be created in the Blackpool area and how it  m ay generate profit  

for  fracking firm s and ext ra tax revenue for governm ent . 

 

Students should rem em ber to develop the benefits from  fracking using an econom ics 

based viewpoint . 

 

 

( c)  Ref er r in g  t o  cr oss e last ic i t y  o f  d em an d , assess t h e l i k e ly  r e lat io n sh ip  

b et w een  t h e p r ice o f  g as an d  t h e d em an d  f o r  co al  ( Ex t r act  1 , l i n e 7 ) .  ( 1 0  

m ar k s)  

 

I t  was quite easy to secure knowledge, applicat ion and analysis m arks;  for exam ple, 

defining cross elast icit y of dem and, ident ifying that  gas and coal are subst itutes and that  

they have a posit ive relat ionship between them ;  direct  applicat ion such as a decrease in 

the price of gas would lead to a decrease in dem and for coal, com bined with a relevant  

diagram  depict ing this relat ionship would help secure all the m arks available.  
 

However, evaluat ion proved to be m ore problem at ic and m any st ruggled to gain m arks 

here. The best  answers discussed the st rength of subst itutabilit y between gas and coal 

and how it  takes t im e and m oney to convert  power stat ions from  one energy source to 

another. Evaluat ion also cam e in the uncertainty over fracking in term s of the am ount  of 

energy resources available and the abilit y to get  planning perm ission to ext ract  it . 

 

Students should rem em ber to apply techniques for evaluat ing issues in econom ics, for 

exam ple, discussion of t im e period to switch from  coal to gas power, the m agnitude of 

gas resources available and uncertainty over gaining planning perm ission to conduct  

fracking. 

 

  

 



( d )  To  w h at  ex t en t  is m ar k et  f a i l u r e l i k e ly  t o  b e a r esu l t  o f  f r ack in g ? Ref er  t o  

ex t er n al  cost s o f  p r od u ct ion  an d  u se an  ap p r o p r iat e  d iag r am  in  y o u r  

an sw er . ( 1 4  m ar k s)   

 

Surprisingly, m any answers were lim ited in offering a suitable definit ion of m arket  failure 

and external cost  along with a relevant  diagram  that  ident ified the welfare loss area. 

These are relat ively st raight forward m arks to gain but  often m issed. I ndeed, m ore than 

fort y percent  of candidates scored 2 or less m arks. 

 

However, at  the top end of the range, candidates com bined accurate definit ions and 

diagram m at ic analysis of external costs from  fracking with evaluat ive com m ents;  the 

lat ter included considerat ion of the difficulty in quant ifying and at taching a m onetary 

value to external costs and discussion on the potent ial m agnitude of fracking in the UK. 

Som e pointed out  the need for further research on the effects of fracking and how t ight  

regulat ions could lim it  its external costs.  

 

Students should learn the basics around external costs, nam ely, a suitable definit ion of 

the concept ,  an accurate diagram  and relevant  exam ples from  the text .  

 

 

( e)  W i t h  r ef er en ce t o  Ex t r act  2 , ev a lu at e  t w o  g ov er n m en t  m easu r es t o  

r ed u ce t h e p ossib le  ex t er n al  cost s o f  ex t r act in g  g as f r om  u n d er g r ou n d  

r ock .  ( 1 4  m ar k s)  

 

This was another quest ion which proved difficult  for som e candidates to answer despite it  

covering fam iliar m easures in the specificat ion such as the use of indirect  taxes and 

regulat ions to correct  m arket  failure.  

 

Candidate explanat ions of how indirect  taxes could be used to reduce the external costs 

of fracking rarely involved diagram m at ic analysis or discussion of how the tax revenue 

could be used to com pensate vict im s, or, t o clean up the environm ent . Furtherm ore, 

very few responses considered price elast icit y of dem and for gas. 

 

Candidate explanat ions of regulat ions were also quite lim ited, lacking developm ent . 

However, som e excellent  answers were offered;  these invest igated the ease of im posing 

regulat ions by authorit ies and how they m ight  include lim its to the num ber of wells 

drilled, their locat ion and visibilit y to local populat ions. Condit ions for cleaning gas spills 

and restoring sites after  use were also explained. The role of fines as a deterrent  to firm s 

m aking gas spills and how fracking operat ions can ult im ately be closed down offered 

other points for developm ent .  

 

Students should becom e fam iliar with the use of governm ent  m easures to correct  m arket  

failure such as indirect  taxat ion and regulat ion. Their respect ive advantages and 

disadvantages should be ident ified so that  they can be applied to the context  of the 

quest ion – in this case, fracking. 

 

 



Con clu sion  

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

 

Sect ion A:  supported m ult iple choice:  

 

• Define accurately the key econom ic term (s)  used in each quest ion. 

• Be prepared to annotate the diagram s presented in the quest ions, for  exam ple, 

consum er surplus in Q3. 

• Be prepared to draw diagram s when relevant  to the quest ion and m ake sure 

these are properly labelled and explained in the text , for exam ple, product ion 

possibilit y front ier in Q1. 

• Always refer to the inform at ion provided, for exam ple, incom e elast icit y of 

dem and for t obacco in Q5.  This helps to credit  responses with applicat ion m arks. 

• Revise thoroughly the topic of m arket  failure, for  exam ple, Q7 and Q8. This is an 

area where candidates often st ruggle to achieve high m arks. 

• Make sure 'value is added' to answers which use the reject ion m ethod. Do not  

sim ply state that  a part icular opt ion is incorrect  without  explaining why this is the 

case. 

 

Sect ion B:  data response:  

 

• Read the quest ion inst ruct ions very carefully to m ake sure your answer rem ains 

relevant  throughout . All too often candidate answers st rayed from  the quest ions 

set  as revealed in Q9(c)  on the price elast icit y of supply for black tea. 

• Focus on developing econom ic analysis in the high m ark base quest ions. Quite 

often candidates m oved from  definit ions and a brief explanat ion of an econom ic 

issue st raight  into evaluat ion. This was evident  in Q9(d)  on the success of a 

buffer  stock schem e for black tea 

• Ensure diagram s are accurately drawn and relevant  to the quest ion set . For 

exam ple, in Q9(d)  som e candidates confused buffer stocks with a m inimum  price 

diagram . Sim ilarly, in Q9(e)  and Q10(d)  the external benefit s and external costs 

diagram s often had incorrect  labelling of the curves. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Gr ad e Bou n d ar ies 

 

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

link:  

ht tp: / / www.edexcel.com/ iwant to/ Pages/ grade-boundaries.aspx 
 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Pearson Educat ion Lim ited. Registered company number 872828  

with its registered office at  Edinburgh Gate, Har low, Essex CM20 2JE 

 

http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx

	Examiners’ Report/
	Principal Examiner Feedback
	January 2014
	Pearson Edexcel International Advanced Level in Economics (6ECA1) Paper 01 Competitive Markets

