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Gen er a l  Mar k in g  Gu id an ce  
 

• All candidates must  receive the same t reatment .  Exam iners must  mark 
the first  candidate in exact ly the same way as they mark the last . 
 

• Mark schemes should be applied posit ively. Candidates must  be 
rewarded for what  they have shown they can do rather than penalised 
for om issions.  

 
• Exam iners should mark according to the m ark scheme not  according to 

their percept ion of where the grade boundaries may lie.  
 
• There is no ceiling on achievement . All marks on the mark scheme 

should be used appropriately. 
 
• All the marks on the mark scheme are designed to be awarded. 

Exam iners should always award full marks if deserved, i.e. if the answer 
matches the mark scheme.  Exam iners should also be prepared to award 
zero marks if the candidate’s response is not  worthy of credit  according 
to the mark scheme. 

 
• Where some judgement  is required, mark schemes will provide the 

principles by which m arks will be awarded and exemplif icat ion m ay be 
lim ited. 

 
• When examiners are in doubt  regarding the applicat ion of the mark 

scheme to a candidate’s response, the team leader must  be consulted. 
 
• Crossed out  work should be marked UNLESS the candidate has replaced 

it  with an alternat ive response. 
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Sect ion  A:  Su pp or t ed  m u l t ip le ch o ice  
 
NB:  Candidates may achieve up to 3 explanat ion marks even if the incorrect  
opt ion is selected. 
 
NB:  Candidates may achieve up to 3 marks for explaining three incorrect  
opt ions (provided three different  reasons are offered an d  each  op t ion  k ey  

is clear ly  r e j ect ed ) . 
 

 

Quest ion 
Number 

Answer Mark 

1  An sw er  D ( 1  m ar k )   
 

Ex p lan at ion  ( u p  t o  3  m ar k s)  

• Definit ion of a m ixed economy (both the price 
mechanism and the state guide resource allocat ion)  
( 1 )  
 

• Definit ion of public goods (goods which are non-
r ivalrous and non-excludable in consumpt ion)  ( 1 )  

Mu st  r ef er  t o  b o t h  n on - r iv a l  an d  n on - ex clu d ab le.  
 

• Public goods are under-provided in the free market  
due to the free r ider problem ( 1 )  

 

• Explanat ion of the free r ider problem (as a good 
cannot  be withheld from a consumer who has not  paid 
for its provision, no-one has an incent ive to pay for it )  
( 1 )  

 

• Example of a public good provided by the state in a 
m ixed economy (e.g. nat ional defence, st reet  lights, 
public park etc.)  ( 1 )  

 

Rej ect ion  m ar k s 

• Opt ion A:  governments often intervene to reduce price 
flexibility to protect  consumers' or producers' 
interests, e.g. maxim um and m inimum pr ice schemes 
( 1 )  

 

• Opt ion B:  this is how a free market  economy works 
when it  is free from government  intervent ion ( 1 )  

 

• Opt ion C:  the government  may be concerned if goods 

fulf illing wants ( rather than needs)  are scarce, but  will 

be happy to leave the pr ice mechanism to rat ion 

luxury goods, as these are not  essent ial for a decent  

standard of liv ing ( 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  
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Quest ion 
Number 

Answer Mark 

2  An sw er  A ( 1  m ar k )   

 

Ex p lan at ion  ( u p  t o  3  m ar k s)  

• Definit ion of a subsidy (a government  grant  to 
producers to encourage product ion)  ( 1 )  
 

• A subsidy reduces product ion costs for f irm s ( 1 )  
 
• The value of the subsidy per unit / f light  is P2 P1  (or AE 

or BD)  ( 1 )  
 

• The area P2BCP represents the producer subsidy 
(value of the subsidy that  the producer retains)  ( 1 )  

 
• The area PCDP1 represents the consumer subsidy 

(value of the subsidy passed on to consumers)  ( 1 )  
 

NB:  Th e v ar iab les id en t i f ied  in  t h e f in a l  t h r ee b u l le t  

p o in t s ab ov e m ay  b e sh ow n  on  t h e d iag r am -  m u st  

b e ex p l ici t l y  lab e l led . 

 

 

Rej ect ion  m ar k s  
• Opt ion B:  This is the subsidy paid for the original 

quant ity of f lights only, not  the new higher quant ity 
( 1 )  
 

• Opt ion C:  This is the producer subsidy (value of the 
subsidy that  the producer retains)  ( 1 )  

 
• Opt ion D:  This is the consumer subsidy (value of the 

subsidy passed on to consumers)  ( 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  
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Quest ion 
Number 

Answer Mark 

3  An sw er  C ( 1  m ar k )   
 

Ex p lan at ion  ( u p  t o  3  m ar k s)  

• Definit ion of pr ice elast ic demand (a change in pr ice 
results in a proport ionally greater change in quant ity 
demanded)  ( 1 )   OR Definit ion or formula for PED OR 

Definit ion of (Total)  Revenue ( 1 )  
 

• Applicat ion:  PED =  + 100%  /  -20%  ( 1 )  =  -5 ( 1 )   
 

• Demand is pr ice elast ic as PED <  -1 ( 1 )  
 

• Applicat ion:   
Original revenue =  HK$10 x 2000 =  HK$20 000 /   
New revenue =  HK$8 x 4000 =  HK$32 000/  ( 1 )   
Change in revenue 32 000-20 000=  12 000 ( 1 )  OR 
relevant  areas shaded and labelled on diagram  ( 1 + 1 )  
 

 
 

 

 

 

 

 

 

 

 

 

 

 

O 

 

 

 

• Drawing TR diagram and showing TR r ising as pr ice falls. 
 

Rej ect ion  m ar k s 

( Do  n o t  d ou b le aw ar d  m ar k s)  

• Opt ion A:  for pr ice inelast ic demand, 0> PED> -1, 
whereas here PED= -5 ( 1 )  
 

• Opt ion B:  revenue r ises as price falls, from  HK$20,000 
to HK$32,000 ( 1 )  

 

• Opt ion D:  for pr ice inelast ic demand, 0> PED> -1, 

whereas here PED= -5 /  revenue r ises as pr ice falls, from 

HK$20,000 to HK$32,000 ( 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  
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chocolate 

bars  per 

month 
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Quest ion 
Number 

Answer Mark 

4  An sw er  C ( 1  m ar k )   

 

Ex p lan at ion  ( u p  t o  3  m ar k s)  

• Definit ion or formula for cross price elast icit y of 
demand ( the responsiveness of demand for good A to 
a change in the pr ice of good B OR XED = %ΔD of 
good A / %ΔP of good B)  ( 1 )  
 

• Complement  goods have a negat ive XED ( 1 )  
 
• When the price of fruit  r ises, the demand for dairy 

products will fall OR when the price of fruit  falls, the 
demand for dairy products will r ise OR 10%  rise in 
price of fruit  will lead to a 3.1%  fall on dairy  ( 1 )   

 
• Fruit  and dairy products are in joint  demand ( 1 )  
 
• Fruit  and dairy products are weak complem ents OR 

have cross price inelast ic demand ( 1 )  
 
Rej ect ion  m ar k s 

• Opt ion A:  fruit  and grains are subst itute goods, as 
they have a posit ive XED ( 1 )  

 
• Opt ion B:  cannot  deduce this from the table as it  only 

gives data on XED, not  YED ( 1 )  
 
• Opt ion D:  cannot  deduce this from the table as it  only 

gives data on XED, not  PED /  an XED of 0 means that  

there is no relat ionship between the price of fruit  and 

the demand for vegetables ( 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  
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Quest ion 
Number 

Answer Mark 

5  An sw er  B ( 1  m ar k )   

 

Ex p lan at ion  ( u p  t o  3  m ar k s)  

• Real (wage)  means adjusted for inflat ion ( 1 )  
 

• I f the ret irement  age is raised, then the supply of 
labour in Spain will increase ( 1 )  and this results in a 
fall in the pr ice of labour, or the wage rate ( 1 )  

 
• Applicat ion:  diagram showing an increase in supply of 

labour with or iginal and new equilibr ia labelled  ( 1 + 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Do  n o t  d ou b le aw ar d -  e.g . su p p ly  in cr easin g  w r i t t en  

in  d iag r am  an d  t ex t  

 

Rej ect ion  m ar k s 

• Opt ion A:  net  outward labour m igrat ion would reduce 
the supply of labour causing a r ise in average wage 
rates, whereas in 2011 wages rates fell in the USA ( 1 )  
 

• Opt ion C:  this is a result  of changes in the wage rate, 
not  a cause of them.  Also, as wage rates rose in this 
year, the opportunity cost  of not  working also 
increased ( 1 )  

 
• Opt ion D:  as the wage rate rose in Japan in 2011, a 

consequence (not  cause)  of this would be an increase 

in demand for goods and services, OR as labour is a 

derived demand, a cause of r ising wage rates would 

be an increase in dem and for goods and services, not  

a decrease ( 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  
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Quest ion 
Number 

Answer Mark 

6  An sw er  B ( 1  m ar k )  

 

Ex p lan at ion  ( u p  t o  3  m ar k s)  

• Definit ion of market  failure (when the price 
mechanism leads to an inefficient  allocat ion of 
resources)  ( 1 )  
 

• Definit ion of occupat ional ( im )mobility ( the 
( in)ability/ (un)willingness of workers to change 
occupat ion to obtain or change jobs)  ( 1 )  

 
• I f workers are unable to change occupat ion, there 

may be long- term  shortages of labour in some 
occupat ions /  and long- term  surpluses 
(unemployment)  of labour in other occupat ions ( 1 + 1 )  

 
• This may be due to lack of demanded /  t ransferable 

skills /  qualif icat ions ( 1 )  
 
• Applicat ion:  example of region/ occupat ion suffering 

from long term  unem ployment  ( 1 )  
 

Rej ect ion  m ar k s 

• Opt ion A:  this is the efficient  working of the pr ice 
mechanism, as a r ise in pr ice would reduce QD and 
increase QS, elim inat ing the shortage ( 1 )  
 

• Opt ion C:  this is nothing to do with market  failure, 
and instead is the reason why the demand curve has a 
negat ive gradient  ( 1 )  

 
• Opt ion D:  this is an example of government failure, 

not  market  failure ( 1 )  

 

 

      

 

 

 

 

 

 

          

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 ( 4 )  
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Quest ion 
Number 

Answer Mark 

7  An sw er  B ( 1  m ar k )   

 

Ex p lan at ion  ( u p  t o  3  m ar k s)  

• Definit ion of a product ion possibilit y front ier (The 
maximum combinat ions of 2 goods which an economy 
can produce when all its resources are fully/ efficient ly 
employed)  ( 1 )  
 

• Definit ion of opportunit y cost  ( the value of the next  
best  alternat ive foregone)  ( 1 )  

 
• Applicat ion:  the movement  from X to Z involves 

producing 20 more units of consumer goods or 
consumer goods increase from 80 to100( 1 )  but  
reducing product ion of capital goods from 60 units to 
0 units ( 1 )  

 

Rej ect ion  m ar k s 

• Opt ion A:  the opportunit y cost  of the movement  V to 

W is 10 units of capital goods ( 1 )  

 

• Opt ion C:  the opportunit y cost  of the movement  Y to 

V is 100 units of consumer goods /  point  Y is 

inaccessible as it  is outside the PPF ( 1 )  

 

• Opt ion D:  the opportunit y cost  of the movement  Z to 

W is 60 units of consumer (not  capital)  goods ( 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  
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Quest ion 
Number 

Answer Mark 

8  An sw er  A ( 1  m ar k )   
 

Ex p lan at ion  ( u p  t o  3  m ar k s)  

• Definit ion of a maxim um pr ice (a legally im posed price 
ceiling, above which market  pr ice cannot  r ise)  ( 1 )  
 

• Diagram  showing the maximum pr ice below the 
market  equilibr ium  pr ice /  new QS and QD labelled /  
shortage marked (accept  excess demand) ( 1 + 1 + 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
• The QD of m ilk is greater than the QS /  there is 

excess demand of m ilk ( 1 )  
 

• At  a lower pr ice suppliers will cont ract  supply as it  is 
less profitable (1)  

 

• This was likely done to protect  consumer surplus /  
consumer interests /  to keep m ilk affordable ( 1 )  

 

Rej ect ion  m ar k s 

• Opt ion B:  as the pr ice that  farmers can sell their m ilk 
for has decreased, producer surplus/ profit  will 
decrease causing cont ract ion in supply (may be shown 
on diagram) , disincent iv ising new producers from 
joining the market  ( 1 )  
 

• Opt ion C:  as pr ice falls there will be an extension of 
demand (may be shown on the diagram)  ( 1 )  

 

• Opt ion D:  as the price of m ilk has fallen, its purchase 

involves a lower opportunity cost , as consumers could 

buy fewer other goods with €1.41 than with €1.50 ( 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  

  

shortage 

Q of milk Q QD QS 

Pmax = 

€1.41 

€1.50 

D 
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Q1 Q Q of pork 

D 

S1 
S 

Price  of 

pork 

P 

P1 

Sect ion  B:  Dat a r esp on se 
 
NB:   KAA marks relates to those awarded for AO1, AO2 and AO3 
NB:   Evaluat ion marks relates to those awarded for AO4 
 

Quest ion 
Number 

Answer Mark 

9 ( a)  Kn ow led g e, Ap p l ica t ion  an d  An aly sis ( u p  t o  6  

m ar k s)  

• Explicit  reference to Figure 1 (e.g. wholesale pork 
prices fell from  around 23 RMB per kg to around 21 
RMB per kg in March 2013)  This may be shown on the 
diagram. ( 1 )  
 

• An increase in supply because of:  
o a high stock of breeding sows ( 1 )  

 
o no outbreak of swine flu ( 1 )  

 
o falling corn pr ices /  m ean a decrease in 

product ion costs ( 1 + 1 )  
 
 

Diag r am m at ic an aly sis w h ich  sh ow s:  

• original equilibr ium  pr ice and quant ity ( 1 )  
 

• a shift  to the r ight  of the supply curve ( 1 )  
 

• new equilibr ium pr ice and quant ity ( 1 )  
 

 

 

 

 

 

 

 

 

 

 

 
 

     0 
 

NB:  Aw ar d  a m ax im u m  o f  4  m ar k s i f  n o  d iag r am .  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 6 )  

 
  

WEC01 Unit 1 

January 2014                            13 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Please t u r n  ov er  f o r  Q0 9 b  
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Quest ion 
Number 

Answer Mark 

9 ( b )   ( 1 0 )  

 
Knowledge, Applicat ion and Analysis – I ndicat ive content   

 • A swine flu epidem ic would reduce the am ount  of supply of 
pork available to restaurants 

 
• I ncrease in restaurants’ product ion costs 
 
• Costs also r ise as stock may go to waste 
 
• Decrease in supply of pork dishes /  r ise in price of pork 

dishes – this may be shown diagram mat ically 
 
• Decrease in producer surplus 
 
• Decrease in demand for pork dishes due to falling 

consumer confidence in pork -  this may be shown 
diagrammat ically  

 
• Decrease in demand for restaurants as people start  cooking 

from home as they worry about  the meat  in restaurant   
 
• Restaurants may make less profit  
 
• Restaurants may be forced to cut  other costs /  e.g. make 

workers redundant , reduce wages, switch to using cheaper 
factors of product ion 

 
• Restaurants may change their menus so they include fewer 

pork dishes /  increased use of other meats 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 6 )  

 
Level Marks Descriptor 

0 0 A completely inaccurate response. 

1 1-2 
Shows some awareness of the effect  of a decrease in supply 
or demand of pork 

2 3-4 
Understanding of the effect  of a decrease in supply or 
demand, with some applicat ion to context . 

3 5-6 
Clear understanding of the effect  of a decrease in supply or 
demand with appropr iate applicat ion to context . 
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Quest ion 
Number 

Answer Mark 

9 ( b )  con t d .   

 
Evaluat ion – I ndicat ive content  

 • Whether or not  restaurants pass on the increased cost  to 
consumers depends on consumers’ PED for pork dishes 
 

• Cost  of pork as a proport ion of overall product ion costs 
 

• May be able to import  pork from another count ry, so pr ice 
does not  r ise so much 
 

• Government  could release stocks from its pork reserve so 
price does not  r ise so much 
 

• Pork is very im portant  in Chinese diets, so effect  could be 
very significant  /  restaurants unlikely to switch away from 
pork dishes ent irely 
 

• Pork subst itutes-  link to closeness of subst itutes-  e.g. 
I mpact  will depend on the extent  to which Chinese rest  
diners will accept  chicken as a white meat  subst itute 
 

• Those specialising in pork may suffer more 
 

• Effect  on price of pork dishes depends on relat ive 
magnitude of shifts in supply and demand  
 

• Restaurants have other dishes reducing im pact -  pork could 
be subst ituted by other meats to m inim ise potent ially 
negat ive im pact  on sales, profits.  
 

• I mperfect  informat ion-  t ime lag/  delays in the spread of 
informat ion 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  

 
Level 

 
Marks 

 
Descriptor 

0 0 No evaluat ive comments. 

1 1-2 
For ident ify ing a num ber of evaluat ive comments without  
explanat ion. Or ident ify ing one evaluat ive comment  and 
offering development . 

2 3-4 For evaluat ive comments supported by relevant  reasoning. 
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Quest ion 
Number 

Answer Mark 

9 ( c)   ( 1 4 )  

 
Knowledge, Applicat ion and Analysis – I ndicat ive content  

 Diag r am m at ic an aly sis   
• Maximum and m inim um pr ices 

 
• Amount  (QS1QD1 )  of pork released onto market  when 

low supply (S1 )  means price r ises above m aximum  
 

• Amount  (QD2QS2 )  of surplus pork bought  when high 
supply (S2 )  means price falls below m inimum 
 

• Diagrams m ay be drawn with inelast ic supply curves. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

W r i t t en  an aly sis   
Definit ion of buffer stock scheme 
• When the supply of pork is high, the government  will 

buy up the surplus (QD2QS2 ) , prevent ing prices from 
dropping below Pm in 
 

• When the supply of pork is low, the government  will 
release stores of pork equal to the amount  of the 
shortage (QS1QD1 ) , prevent ing pr ices from rising 
above Pmax 

 
• This keeps the pr ice of pork between Pmax  and Pm in , 

reducing fluctuat ions in farmers’ incomes /  reducing 
uncertainty /  m aintaining investment  /  keeping pork 
affordable for consumers 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 8 )  
  

Value of pork sold 

shortage 

Value of pork 

purchased 

surplus 

QS2 QD2 Q QD1 QS1 

Pmin 

Pmax 

Q of  

pork 

D 

S 
S1 

S2 

P 

P 
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Quest ion 
Number 

Answer Mark 

9 ( c)  con t d .   

 
Level 

 
Marks 

 
Descriptor 

0 0 A completely inaccurate response. 

1 1-3 

Shows some awareness of a buffer scheme. 
Material presented is often irrelevant  and lacks organisat ion. 
Frequent  punctuat ion and/ or grammar errors are likely to be 
present  and the writ ing is generally unclear. 

2 4-6 

Understanding of a buffer scheme in the context  of the pork 
market . This may be supported by a labelled diagram. 
Material is presented with some relevance but  there are likely 
to be passages which lack proper organisat ion. Punctuat ion 
and/ or grammar errors are likely to be present  which affect  
the clar it y and coherence. 

3 7-8 

Clear understanding of a buffer scheme in the context  of the 
pork market . This may be supported by an accurately labelled 
diagram which is explained and applied effect ively. 
Material is presented in a relevant  and logical way. Some 
punctuat ion and/ or grammar errors may be found, but  the 
writ ing has overall clar it y and coherence. 

 

 

Evaluat ion cont inued on next  page. 
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Quest ion 
Number 

Answer Mark 

9 ( c)  con t d .   

 
Evaluat ion – I ndicat ive content  

 • Discussion of magnitude of likely pr ice fluctuat ions 
 

• Discussion of the likely costs of running the scheme, 
e.g. frozen storage costs.  Opportunity cost  of this 
money. 

 
• The pork is frozen but  even then there is a lim ited t ime 

you can store pork safely 
 
• Discussion of pr ice elast icity of demand and supply for 

pork. I f pr ice inelast ic demand and supply then the 
surpluses/ shortages created will be smaller  

 
• Discussion of t ime period/ fluctuat ions in pork pr ices. I t  

m ight  be that  pork pr ices will fall back in the future so 
lit t le long term  impact . 

 
• Discussion of the need for the government  to set  Pmax  

and Pm in  well, and the amount  of informat ion required 
to do so 

 
• Discussion of the need for all pork producers to keep to 

the terms of buffer stock scheme for it  to be successful 
-  would they not  look to export  their product  if they 
could get  a pr ice above Pmax  abroad 

 
• Swine flu-  reduced supply so buffer stock will be useful 

to release stock  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 6 )  

 
Level 

 
Marks 

 
Descriptor 

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  
explanat ion 

2 3-4 For evaluat ive comments supported by some reasoning 
and applicat ion to context . 

3 5-6 For evaluat ive comments supported by relevant  
reasoning and clear applicat ion to context . 
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Quest ion 
Number 

Answer Mark 

9 ( d )

 

Kn ow led g e, Ap p l ica t ion  an d  An aly sis ( 4  m ar k s)  

• A normal good is one for which demand r ises when 
income r ises (or vice versa)  OR a normal good has a 
posit ive YED OR there is a posit ive relat ionship 
between income and demand OR Diagram  with 
consumers income against  quant ity demanded for 
normal good ( 1 )  
 

• An infer ior good is one for which demand falls when 
income r ises (or vice versa)  OR an infer ior good has a 
negat ive YED OR there is a negat ive relat ionship 
between income and demand OR Diagram with 
consumers income against  quant ity demanded for 
normal good ( 1 )  

 
• Definit ion or formula for YED=  %  change in QD/ %  

change in Y ( 1 )  
 
Max im u m  2  m ar k s f o r  ab ov e 3  b u l le t  p o in t s on  

n o r m al , g ood s, in f er io r  g ood s an d  in com e elast ici t y  

o f  d em an d . 

 

• Use of Ext ract  2:  “When people have more income, 
they will eat  more meat , especially pork”  OR “Greater 
wealth throughout  m uch of the developing world is 
leading more people to consume beef, pork and 
chicken than ever before.”  ( 1 )  

 
• For ident ify ing pork is a normal good ( 1 )  

 

   

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  
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Quest ion 
Number 

Answer Mark 

9 ( e)   ( 1 4 )  

 
Knowledge, Applicat ion and Analysis – I ndicat ive content  

 Def in i t ion  o f  ex t er n al  cost :  

• cost  external to an exchange  
 

• negat ive third party effect  
 

• spillover from product ion or consumpt ion 
 

• cost  which the pr ice mechanism fails to take into 
account 

 

• difference between private costs and social costs  
 
 

Ex am p les o f  ex t er n al  cost s o f  p o r k  p r od u ct ion :  

• I ncreased carbon dioxide and methane em issions /  
leading to global warm ing 

 

• Use of water resources /  means less water available 
for human consumpt ion or irr igat ion of agr icultural 
land 
 

• ‘Most  of this water returning to the environment  is 
polluted’ /  which may spread disease or contam inate 
agricultural land 

 

Diag r am :  

• MPC and MB curves 
 

• MSC curve 
 

• Social opt imum and market  equilibr ium  posit ions 
labelled or explained in text  
 

• Welfare loss area shaded in (grey t r iangle above)  and 
named            

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 8 )  

MPB=MSB 

Net welfare 

loss 

MSC 

MPC 

Price 

Ps 

 

Pe 

Qs    Qe Quantity of pork 
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Quest ion 
Number 

Answer Mark 

9 ( e)  con t d .   

 
Level 

 
Marks 

 
Descriptor 

0 0 A completely inaccurate response. 

1 1-3 Shows some awareness of external costs. Applicat ion to 
context  of pork may be lim ited. The diagram may not  
be fully labelled or have errors. 
Material presented is often irrelevant  and lacks 
organisat ion. Frequent  punctuat ion and/ or grammar 
errors are likely to be present  and the wr it ing is 
generally unclear. 

2 4-6 Understanding of external costs in the context  of pork 
product ion. At  the bot tom of this level there may be 
errors and om issions and at  the top of this level this is 
supported by a diagram which is largely accurate. 
Material is presented with some relevance but  there are 
likely to be passages which lack proper organisat ion. 
Punctuat ion and/ or grammar errors are likely to be 
present  which affect  the clar ity and coherence. 

3 7-8 Clear understanding of external costs in the context  of 
pork product ion. This is supported by an accurately 
labelled diagram which is explained and applied 
effect ively. 
Material is presented in a relevant  and logical way. 
Some punctuat ion and/ or grammar errors may be 
found, but  the wr it ing has overall clar ity and coherence. 

 

 
Level descriptors for ‘Evaluat ion’ on next  page. 
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Quest ion 
Number 

Answer Mark 

9 ( e)  con t d .   

 
Evaluat ion – I ndicat ive content  

 • Magnitude of external costs – ext ract  says effects 
‘could be significant ’, use of Ext ract  2 to discuss 
severity of effects 
 

• Time per iod:  dest ruct ion has been going on for many 
years / a t ipping point  may come in terms of 
irreversible climate change /  lit t le effect  on climate 
change may be not iceable in short  run 

 
• Discussion of possible benefits, e.g. employment  and 

income for local communit ies /  increase availabilit y of 
food /  reduct ion in pr ices /  reduct ion in hunger 
 

• Difficult y of put t ing a monetary value on the external 
costs 
 

• Est imates of costs will not  be exact  as we are 
predict ing what  will happen in 36 years’ t ime – pork 
product ion methods may have changed drast ically by 
then, or demand may not  cont inue to r ise at  the 
expected rate 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 6 )  

 
Level 

 
Marks 

 
Descriptor 

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  
explanat ion 

2 3-4 For evaluat ive comments supported by some reasoning 
and applicat ion to context . 

3 5-6 For evaluat ive comments supported by relevant  
reasoning and clear applicat ion to context . 
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Quest ion 
Number 

Answer Mark 

1 0 ( a)  Kn ow led g e, Ap p l ica t ion  an d  An aly sis ( Up  t o  4  

m ar k s) :  

• Explicit  reference to Ext ract  1:  pet roleum and natural 
gas are non- renewable resources ( 1 + 1 )  
 

• Al low  o t h er  ex am p les o f  n on - r en ew ab le 

r esou r ces ( 1 + 1 )  
 

• A non- renewable resource is one which ( u p  t o  2  

m ar k s) :  

o once used will never be replenished OR is 

replenished at  a much slower rate than it  is 

used ( 1 )  

 

o if  used now is not  available for use in the future 

( 1 )  

 

o can only be used once /  cannot  be used again 

and again in the product ion process/  cannot  be 

reproduced ( 1 )  

 

o will run out  one day  ( 1 )  

 

o unlike solar/  wind/  hydro power which does not  

run out  ( 1 )  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  

 

Quest ion 
Number 

Answer  Mark 

1 0 ( b )  Kn ow led g e, Ap p l ica t ion  an d  An aly sis ( Up  t o  6  

m ar k s) :  

• Definit ion or understanding of rat ionalit y (aim ing to 
maxim ise ut ilit y)  ( 1 )  
 

• Definit ion of opportunit y cost  (value of the next  best  
alternat ive foregone)  ( 1 )  
 

• As plast ic bags tend to be given away for free /  there is 
no opportunity cost  to the consumer /  large consumer 
surplus generated by their use ( 1 + 1 + 1 )  
 

• Applicat ion:  Plast ic bags are convenient  for consumers 
to use /  light  yet  st rong /  have many uses ( 1 + 1 + 1 )  

 
• Accept  other rat ional mot ivat ions for using a plast ic 

bag, e.g. waterproof, hygienic, versat ile, simplify the 
way we carry goods etc. ( 1 )  

 

 

 

 

 

          

 

 

 

 

 

 

 

 

 

 

 

( 6 )  
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Quest ion 
Number 

Answer Mark 

1 0 ( c)   ( 1 4 )  

 
Knowledge, Applicat ion and Analysis – I ndicat ive content   

 • Definit ion or formula for price elast icity of demand 
(PED) :  (The responsiveness of demand for a good due 
to a change in price) or (%∆QD ÷ %∆P) 
 

• Definit ion of tax 
 
• This tax raises product ion costs for retailers 

 
• Decrease in supply of plast ic bags /  r ise in price of 

plast ic bags – t h is m ay  b e sh ow n  

d iag r am m at ica l ly  
 

• Decrease in quant it y of plast ic bags used 
 

• Decrease in consumer surplus /  producer surplus -  
t h is m ay  b e sh ow n  d iag r am m at ica l ly  

 

• Reduct ion in harmful effects (negat ive externalit ies)  of 
plast ic bag use:  lit ter /  harm to animals and seas /  
landfill 
 

• Correct ion of market  failure /  internalising the 
externality 

 
• Money raised through tax can be used for recycling /  

environmental work/  educat ion about  reusing 
 
• Manufacturers of plast ic bags-  higher costs, lower 

profits leads to redundancies 
 

• More paper /  fabric (subst itute goods)  used 

 

Use o f  d at a t o  d et er m in e PED m ay  b e aw ar d ed  

e i t h er  KAA o r  ev alu at ion  m ar k s:  

• I n I reland following the tax r ise in 2007, %ΔQD = -
16.7%, %ΔP = 46.7%, PED = -0.36, so demand for 

plast ic bags was pr ice inelast ic 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 8 )  

 
Level 

 
Marks 

 
Descriptor 

0 0 A completely inaccurate response. 

1 1-3 

Shows some awareness of the effect  of a tax on plast ic 
bags. Likely to ignore PED. Material presented is often 
irrelevant  and lacks organisat ion. Frequent  punctuat ion 
and/ or grammar errors are likely to be present  and the 
writ ing is generally unclear. 
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Level 

 
Marks 

 
Descriptor 

2 4-6 

Understanding of the effect  of an indirect  tax, with 
some applicat ion to context . This may be supported by 
an accurately labelled diagram. PED will be included but  
development  superficial.  
Material is presented with some relevance but  there are 
likely to be passages which lack proper organisat ion. 
Punctuat ion and/ or grammar errors are likely to be 
present  which affect  the clar ity and coherence. 

3 7-8 

Clear understanding of the effect  of an indirect  tax with 
appropriate applicat ion to context .  There may be an 
accurately labelled diagram which is explained and 
applied effect ively to the context . PED is well ut ilised in 
response.  
Material is presented in a relevant  and logical way. 
Some punctuat ion and/ or grammar errors may be 
found, but  the wr it ing has overall clar ity and coherence. 

 
Evaluat ion – I ndicat ive content  

 • Whether or not  the tax will be passed on to 
consumers by retailers, and how much use of plast ic 
bags will fall by depends on consumers' PED for plast ic 
bag:  

o I n I reland, demand appears to be price inelast ic 
so a higher proport ion of it  would be passed on 
to consumers 
 

• Other k inds of bags may entail j ust  as great  /  greater 
external costs 
 

• Magnitude:  depends on the size of the tax, how many 
plast ic bags consumers were buying 

 
• SR/ LR:  it  will take t im e before posit ive effects on the 

environment / landfill are not iced 
 
• Depends on how well policed the regulat ion is /  some 

retailers may t ry to avoid/ evade the tax 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 6 )  

 
Level 

 
Marks 

 
Descriptor 

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  
explanat ion. 

2 3-4 For evaluat ive comments supported by some reasoning 
and applicat ion to context . 

3 5-6 For evaluat ive comments supported by relevant  
reasoning and clear applicat ion to context . 
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Quest ion 
Number 

Answer Mark 

1 0 ( d )   ( 1 0 )  

Knowledge, Applicat ion and Analysis – I ndicat ive content   

 • Definit ion of asymmet ric informat ion (when either 
the buyer or seller has more informat ion than the 
other party)  OR definit ion of imperfect  informat ion 
  

• Asymmetric informat ion may exist  since:  

o consumers may not  know the harm that  

plast ic bags can do to animals /  seas 

 

o consumers may not  know the problems 

associated with landfill /  how long a plast ic 

bag takes to biodegrade in landfill 

 
o consumers may not  know that  plast ic bags 

are made from pet roleum and natural gas 

 

o consumers may not  know the health 

concerns due to using re-usable bags 

 
o consumers may not  know the different  

amounts of global warm ing caused by 

different  k inds of bags /  use of Figure 1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 6 )  

 
Level Marks 

 
Descriptor 

0 0 A completely inaccurate response. 

1 1-2 
Shows some awareness of asymmetric informat ion by 
offering a definit ion 

2 3-4 

Understanding of asymmetric informat ion, with some 
applicat ion to context  by offer ing a definit ion and 
ident ify ing relevant  examples or developing one 
example 

3 5-6 
Clear understanding of asymmetr ic informat ion with 
appropriate applicat ion to context . The examples 
offered will be developed 

 

 

Evaluat ion on next  page  
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Quest ion 
Number 

Answer Mark 

1 0 ( d )  con t d .   

 
Evaluat ion – I ndicat ive content  

 • Asymmetric informat ion seems unlikely due to 
extensive advert ising and public awareness 
campaigns in developed economies 

 

• Access to more informat ion due to internet  etc 
may reduce asymmetric informat ion  

 

• Different  levels of asymmetric informat ion may 
exist , e.g. young /  m ore educated likely to have 
more environmental knowledge than old /  less 
educated 

 

• Many governments have put  measures in place to 
correct  imperfect  informat ion 
 

• Level of asymmetr ic informat ion likely to be 
reducing over t ime as we become more 
environmentally aware 
 

• I mperfect  informat ion caused by chemical 
company funded research  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

( 4 )  

 
Level 

 
Marks 

 
Descriptor 

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  
explanat ion. 

2 3-4 For evaluat ive comments supported by relevant  
reasoning. 
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Quest ion 
Number 

Answer Mark 

1 0 ( e)   ( 1 4 )  

Knowledge, Applicat ion and Analysis – I ndicat ive content   

 • Definit ion of  government  failure (government  
intervent ion in a market  leads to a less efficient  
allocat ion of resources /  net  welfare loss)  
 

• May result  in government  failure since:  
o I n China, inspect ions were too weak to police 

policies, meaning usage of plast ic bags did not  
decrease /  but  government  spent  t ime and 
money on programme (opportunity cost )  
 

o I n I reland, sale of bin bags /  nappy bags rose 
following the ban /  m eaning that  j ust  the same 
quant ity of plast ic bags may have been 
produced and used 

 

o Alternat ive types of grocery bags may have a 
worse environmental impact  (create more 
negat ive externalit ies)  /  use of Figure 1 

 

o Re-usable bags may create a health hazard /  
act ing as a breeding ground for bacteria 

 

o The ban reduces demand for bags and 
manufacturers output  falls result ing in 
redundancies.  

 

o Government  revenue is lost  as no ability to tax 
if there is ban-  this m oney could have been 
used to clear up dam age 

 

 

 

 

 

 

 

 

 

 

 

 

 
Level 

 
Marks Descriptor 

0 0 A completely inaccurate response. 

1 1-3 Shows some awareness of the concept  of government  
failure. Material presented is often irrelevant  and lacks 
organisat ion. Frequent  punctuat ion and/ or grammar 
errors are likely to be present  and the wr it ing is 
generally unclear. 

2 4-6 Understanding of government  failure, with some 
applicat ion to context .  
Material is presented with some relevance but  there are 
likely to be passages which lack proper organisat ion. 
Punctuat ion and/ or grammar errors are likely to be 
present  which affect  the clar ity and coherence. 

3 7-8 Clear understanding of government  failure with effect ive 
applicat ion to context .  Material is presented in a 
relevant  and logical way. Some punctuat ion and/ or 
grammar errors may be found, but  the wr it ing has 
overall clar ity and coherence. 
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Quest ion 
Number 

Answer Mark 

1 0 ( e)  con t d .   

Evaluat ion – I ndicat ive content  

 May not  result  in government  failure since:  
• Government  intervent ion can correct  the m arket  

failure caused by the external costs of plast ic bags 
by reducing lit ter /  reducing harm to animals and 
seas /  reducing use of non- renewable resources /  
reducing pressure on landfill sites 

• 3 uses of a paper bag is not  unreasonable, and 
then it  will have caused less global warm ing than 
a plast ic bag (not  re-used)  

• The study that  found that  re-usable bags are a 

health hazard may not  be reliable 

 

 

 

 

 

 

 

 

 

 

 

 

 

Level Marks Descriptor 

0 0 No evaluat ive comments. 

1 1-2 For ident ify ing evaluat ive comments without  
explanat ion. 

2 3-4 For evaluat ive comments supported by some reasoning 
and applicat ion to context . 

3 5-6 For evaluat ive comments supported by relevant  
reasoning and clear applicat ion to context . 
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