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Introduction
This is the sixth series of the IAL Economics 'Markets in Action' paper and there was a 
significant increase in the numbers sitting the paper compared to the previous June.

There was also an improvement in the standard of work produced. The performance of 
candidates on the supported multiple choice sections was further improved compared to all 
previous series. Overall, the paper was accessible for all candidates, all typically being able 
to achieve some marks on each question.

In the supported multiple choice section, candidates were usually able to pick up two or 
three marks for identifying the correct key with a definition and some explanation offered.

Question 3 on the impact of the removal of a maximum price, Question 7 on the impact 
of a reduction in production costs, and Question 8 on buffer stock tended to cause some 
problems for candidates. On Question 3 many were unable to identify that the removal of 
the maximum price will see the market return to equilibrium, therefore were unable to fully 
access marks. On Question 7, a surprising number shifted demand rather than supply in 
response to the falling costs. Question 8 on buffer stock saw some confuse a minimum price 
and then looked at how this would cause excess demand rather than supply. Even though 
these questions were found to be more challenging the average scores on these questions 
were between 2 and 3.

The data response section had similar numbers attempting each question with a slight 
preference for Question 9 on the housing market over Question 10 on the car market. 
Candidate performance on both questions was broadly similar with those opting for Question 
9, doing only slightly better. There was a further improvement in the quality of questions 
worth 14 marks. Candidates performed better in their ability to demonstrate knowledge, 
application and analysis. Many more offered evaluative points. Answers tended to use the 
data response material in a much better way, with explicit references far more common. The 
quality of evaluation was also stronger with candidates using relevant evaluation points that 
were well developed. These were often developed from information provided in the data.

Diagrammatic analysis from the higher achieving candidates was good and it is the effective 
use of these diagrams which enabled many candidates to achieve higher scores. Accurate 
diagrams were far more common this series and candidates were better at labelling all axes 
and curves and explicitly referred to these in their response. Where candidates need to 
be mindful is in using the precise diagram. For example, in the question on an indirect tax 
reduction some showed a tax rise.

Most candidates were able to complete the paper in the time available although some clearly 
began to run out of time as final responses were often briefer and occasionally unfinished. 
However this was less common than in previous exam series. It is highly recommended that 
candidates practise the Unit 1 past papers under timed conditions to strengthen exam skills.



4 IAL Economics WEC01 01

Question 1

The question looked at the opportunity cost caused by a movement along a Production 
Possibility Frontier. Most candidates were able to define a PPF. The key to achieving this 
mark is the need to talk about the maximum combination of goods that can be produced but 
it is also important to make the point about using all available resources. Most accurately 
defined opportunity costs. Accessing the final mark for the explanation was more difficult. 
Some identified that they gain 40 units of capital goods and sacrifice 20 units of consumer 
goods. A useful method here was to show the calculation used to evidence the opportunity 
costs, for example 120-100 = 20.

Some rejected alternatives by showing the opportunity costs were either in terms of capital 
goods or where a different number was being foregone.

The candidates performed well on the question with a significant proportion achieving  
full marks.

Accurate definition of opportunity costs. Shows 
they are giving up 20 units of consumer 
goods to gain 40 capital goods. Rejection of 
B also credited as they show it is because the 
opportunity cost is higher at 50.

Examiner Comments

Remember to show the gain when foregoing 
the consumption of a good.

Examiner Tip
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Effective use of rejection of A and B.

The definition of the Production Possibility Frontier is accurate and includes both the required 
elements in terms of maximum output combinations and that resources are fully and efficiently 
used. Rejection of A awarded for identifying that the opportunity cost is 50 consumer goods. 
Rejection of B awarded for identifying that the opportunity cost is in terms of capital goods. 
Rejection of C not awarded as they would need to explain where the 20 units of opportunity 
costs come from. 1+3 = 4

Examiner Comments
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Question 2

The vast majority defined a mixed economy and did this by referring to the involvement of 
both the private and public sector. Some referred to it involving the free market economy 
and command economy. This definition was not accepted.

A surprisingly large number did not define public goods. Those that did normally referred 
to non-rivalry and non-excludability. A common response was that public goods are not 
provided due to the free rider. This was not awarded a mark. The key here is that candidates 
needed to explain how the free rider leads to private sector firms not providing such goods. 
Candidates need to explain that it is possible for people to consume the goods without 
contributing as it is difficult to exclude others from benefiting from its consumption.

The simplest way to pick up maximum points was to define mixed economy and public 
goods and then to give an example. Public good examples commonly awarded marks include 
defence, police and streetlights. A worrying number referred to examples which are not 
public goods like health care and education. These examples merit goods but do not have 
the non-excludability and non-rivalry of public goods.

The response effectively uses rejection to pick up two marks.

Definition of mixed economy is sound. 
Rejection of A explains why the government 
wants to reduce consumption of negative 
externalities. Rejection of B clearly 
understands that the price mechanism 
happens without government intervention. 
Defines public goods for the final mark. 

1+3 = 4

Examiner Comments

Do not just state that something is not right 
but explain why it is not right, for example in 
rejecting A.

Examiner Tip



IAL Economics WEC01 01 7

The answer focuses on explaining the choice of the right answer. 

The definition of mixed economy identifies that 
both the government and price mechanism 
operate (for 1 mark). They identify that public 
goods contain both non-rivalry and non-
excludability for the second mark and get the 
final mark for the example. 

Examiner Comments

The rejection of C would need to explain why 
they would subsidise as the external benefits 
would help third parties. 

Examiner Tip
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Question 3

Candidates found this question more challenging. Marks were available for both a definition 
and for reasons for a maximum price but fewer achieved these marks. Many confused it with 
a minimum price referring to a floor price rather than a ceiling price. Explaining that the 
market would return to the market equilibrium was referred to by many. A straightforward 
way to access the mark was to refer to the old and new price, quantity demanded or 
supplied. Candidates should also be encouraged to draw an arrow between the old and new 
prices. It was pleasing to see the number able to explain that demand would contract and 
supply extend given the rising price.

A good definition of maximum price. Clear 
understanding that price moves to the market 
equilibrium.

Examiner Comments

It is worth noting the original size of excess 
demand and shortage before the maximum 
price.

Examiner Tip

Clear understanding of maximum price for 
first mark. The appreciation that removal of 
the maximum price will see price rise to the 
equilibrium at Pe. The final mark is awarded 
for appreciating that supply extends as we 
move along the curve rather than shifting.

Examiner Comments

Maximum prices in the context of this question 
are the highest price and would be seen as 
ceiling. If identifying reasons for such a policy 
it is worth remembering that the maximum 
price is put in place to protect consumers from 
excessive prices.

Examiner Tip
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Question 4

There were two key ways candidates approached this question.

Firstly they would define price elasticity of demand, and use the data to calculate the PED to 
show it was elastic.

Secondly they would define PED but then calculate the original and new total revenue to 
show it is rising.

A number accurately calculated the percentage change in quantity and price but put them 
into the formula often having the accurate formula in their response. It is important that 
when calculating the total revenue that candidates clearly state the relevant currency.

This approach to the question calculates the 
original total revenue and new total revenue. 
Each calculation is accurate and achieves 2 
marks. Also achieved mark for formula of price 
elasticity of demand.

Examiner Comments

It is useful when doing calculations to show 
all workings and vitally important to put in the 
relevant currency.

Examiner Tip

Both the formula and definition are offered. 
1 mark will only normally be offered for 
either. The candidate has usefully shown 
the calculations of the percentage change in 
both quantity and change in price. They have 
then put this together to accurately calculate 
the PED. They have achieved marks for the 
percentage changes calculated and one for the 
PED calculated. They have also then picked up 
marks for the original and new total revenue.

Examiner Comments

Remember PED is always a negative number so 
always remember to put the negative sign in 
your answer.

Examiner Tip
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Question 5

The explanations showed a clear understanding of the Economics underpinning the question 
but many failed to achieve the final mark for the correct key as they were not careful 
enough in selecting their answer.

Many correctly defined a subsidy and consumer surplus. They were able to identify the 
original consumer surplus before the subsidy with many using this to reject A. Commonly 
they would identify the new consumer surplus area correctly and then select B as the 
answer. Of course the question did not ask for the new consumer surplus but the change.

It is important that candidates read the question carefully.

There was also some confusion with the consumer subsidy but even then this was not 
identified in any of the answers.

When labelling the consumer surplus on the diagram it is important that it is not just shaded 
and is labelled to make it clearer what you think it is: for example, labelling the original, 
new or change on consumer surplus but writing this next to the relevant area on the 
diagram.

Having selected the correct answer for 1 mark 
the candidate then accesses all 3 explanation 
marks.

The original and new consumer surplus are 
clearly labelled on diagram and in writing for 
2 marks. They have also defined subsidy and 
consumer surplus for 1 mark each. Note also 
that they have rejected A but did not get a 
mark for this as they have already picked this 
mark up for identifying the original consumer 
surplus.

Examiner Comments

When rejecting answers remember not to use 
the same argument as used to explain the 
correct answer or rejecting another answer.

Examiner Tip
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This is a very efficient response with marks 
for the definitions of subsidy and consumer 
surplus. The initial consumer surplus and new 
consumer surplus are clearly identified.

Examiner Comments

Be careful with the definition of consumer 
surplus. Many have said the difference between 
the amount they want to sell and the amount 
they actually sell. This is not good enough 
as it could refer to the quantity or price. It is 
better to be specific in terms of the difference 
between the price they receive and the price 
they are willing to receive.

Examiner Tip
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Question 6

This should have been a familiar question to candidates as it explored their understanding of 
cross elasticity of demand by giving them four pairs of goods and they needed to identify 
the product with a negative cross elasticity of demand. Many could accurately define or 
provide a relevant formula. It is still common to see candidates refer to the demand of x to 
the demand of y which is clearly wrong. More care in referring to the quantity demand of 
good X and price of good Y is needed. Many were able to identify that a negative cross price 
elasticity would make the product a complementary good. Only the better candidates were 
able to explain that increasing the price of paint would see a decrease in the demand of both 
paint and paint brushes making the relationship negative.  Many tried to reject B, C and D 
by referring to the fact they were substitutes. This was not good enough as you need to 
explain the answer. For example, D is incorrect because desktop and laptops are substitutes 
as they have a positive cross price elasticity of demand. It is also important to note that this 
response whilst it could be used to reject D could not be used to reject B and C as it is the 
same answer. You can only use an explanation once. 

As well as the correct answer the candidate has defined the cross elasticity of 
demand and identified that complements have a negative cross elasticity of 
demand. They explain the paint and paint brushes are used together making them 
complements for another mark. No marks were awarded for 'positive XED are 
substitutes' as it is not linked to the correct key.

Examiner Comments
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Question 7

This question explored the impact of a fall in the costs of a business. The majority of 
candidates were able to identify the fact that supply would rise and that the price would fall. 
Fewer then identified the fact that the producer surplus increased.

Commonly students defined producer surplus, identified that the falling costs of batteries 
would lower the costs of production. They frequently showed the shift in supply. A surprising 
number failed to label the new supply curve or where they did they did not always label 
the new price or quantity which meant they missed out on marks. It is also surprising the 
number that waste time redrawing the diagram and then showing the shift in supply. I would 
encourage candidates to annotate and label the diagram given where it is already drawn on 
the paper.

All the marks could be achieved here through the use of a diagram. 1 mark was awarded  
for a rightward shift in supply, 1 mark for showing the new lower price and higher quantity, 
and 1 mark for showing the change in the original and new producer surplus when  
explicitly labelled.

This candidate shows supply shifting right for the first mark. They show the new 
lower price and higher quantity for the next mark. The inclusion of the arrow is 
helpful. They also accurately define producer surplus. Reference to the cost of 
production falling gains a mark also. They have also identified the area of the 
original and new producer surplus. Achieves full 4 marks.

Examiner Comments



IAL Economics WEC01 01 17

This question explored the impact of a fall in the costs of a business. The majority of 
candidates were able to identify the fact that supply would rise and that the price would fall. 
Fewer then identified the fact that the producer surplus increased.

Commonly students defined producer surplus, identified that the falling costs of batteries 
would lower the costs of production. They frequently showed the shift in supply. A surprising 
number failed to label the new supply curve or where they did they did not always label 
the new price or quantity which meant they missed out on marks. It is also surprising the 
number that waste time redrawing the diagram and then showing the shift in supply. I would 
encourage candidates to annotate and label the diagram given where it is already drawn on 
the paper.

All the marks could be achieved here through the use of a diagram. 1 mark was awarded 
for a rightward shift in supply, 1 mark for showing the new lower price and higher quantity, 
and 1 mark for showing the change in the original and new producer surplus when 
explicitly labelled.

This candidate shows supply shifting right for the first mark. They show the new 
lower price and higher quantity for the next mark. The inclusion of the arrow is 
helpful. They also accurately define producer surplus. Reference to the cost of 
production falling gains a mark also. They have also identified the area of the 
original and new producer surplus. Achieves full 4 marks.

Examiner Comments



18 IAL Economics WEC01 01

Question 8

The quality of the responses to this question were good. Most were able to define buffer 
stock, focusing on it being a system where an agency buys in a surplus and sells in a 
shortage. They were able to explain the motives for governments in implementing a 
buffer stock, most commonly referring to reducing price fluctuations. What would support 
candidates in performing better is explaining why they purchase to reduce the supply 
and put an upward pressure on prices so they rise above the minimum price. Similarly in 
rejecting, candidates would be better to explain that if they release stock it would increase 
supply putting further downward pressure on prices below the minimum price.

There was some confusion regarding the surplus being a point where the price will be below 
the floor price. In referring to it as a minimum price, as many did, they confused this with a 
guaranteed minimum price and discussed how the price cannot fall below the minimum 
price, which was wrong. 

As well as gaining a mark for the correct answer the candidate also achieves a 
mark for appreciating that the price is stabilised. They have drawn a diagram to 
show a minimum price, P2. They would do better to explicitly identify this as the 
minimum price. They identify that there is a surplus but would do better to refer 
to the distance between X and Y. A mark is awarded for identifying that the agency 
will buy the quantity Q2 to Q3.

Examiner Comments
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Question 9 (a)

A standard question asking students to identify factors that have led to the rising house 
prices and to show the impact on a supply and demand diagram.

A number did not offer a diagram which had a significant impact on the score they could 
achieve. Most diagrams offered had an original price and quantity, supply and demand. Even 
where they shifted the wrong curve or the wrong direction they were still able to access 
marks for this.

However the vast majority showed demand shifting right and the corresponding rise in 
price and quantity. It is worth remembering that if the diagram is labelled S, P and Q then a 
different annotation is needed, for example S1, P1 and Q1. It is also helpful to draw arrows 
to show the change in demand, price and quantity.

The question asked candidates to explain the 10.2% rise in prices. It is not good enough to 
repeat the question if using data; candidates could refer to the actual prices, for example 
prices rise to £264 899 to access the data mark.

Help to buy, falling unemployment and increased consumer confidence were the  
correct answers.

Full marks are awarded for the diagram. The 
candidate has shifted the demand curve in 
the correct direction and shown an original 
and new higher price and quantity. They also 
achieve marks for identifying:

Help to buy

The fall in unemployment

Resulting consumer confidence

Examiner Comments

It is best to keep the annotation consistent. 
Here they have a new higher demand curve 
at D2 but then have P1 and Q1 for the 
equilibrium. They did not lose any marks but 
it would be best to have had D2, P2 and Q2 to 
be more consistent, as it makes the response 
easier to follow.

Examiner Tip

Again full marks for diagram. They 
identify two reasons for the rise in 
house prices, falling unemployment 
and consumer confidence.

Examiner Comments Where the price change is given in the question 
candidates will not be awarded a mark for stating that 
price changes. Given the question states the price 
change is 10.2% they would have to give a different 
piece of data related to the price change, for example 
the average price of a house in the UK.

Examiner Tip
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Question 9 (b)

The question looked at the impact of rising house prices on house builders like Redrow. The 
key points most commonly discussed looked at the impact on profitability and expanding the 
workforce due to derived demand. The responses that linked these with data from the 
extract tended to perform solidly within Level 2. Those accessing Level 3 were also able to 
develop their responses further to access the analysis marks. A pleasing number were able 
to access evaluation marks.  Most looked at issues relating to skills shortages and difficulties 
in accessing raw materials as outlined in the extract. Magnitude was also often offered with 
reference to data. Evaluation identifying the evaluation points linked to the data and 
analysing why this is an issue, helped most access higher marks. This was an accessible 
question.

The candidate achieved in the top level for knowledge, application and analysis, and for evaluation. 
They explicitly refer to data to show the impact of the price changes. When looking at profit 
they have clearly identified relevant data and explained how profit improves. The diagram is also 
accurate. They also look at the fact employment will rise with explicit reference to the data. The 
evaluation is also strong with magnitude discussed with reference to data. They also consider 
the price elasticity of supply linking this to staff shortages. They achieved 7/8 for knowledge, 
application and analysis and 6/6 for evaluation. 

Examiner Comments
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they have clearly identified relevant data and explained how profit improves. The diagram is also 
accurate. They also look at the fact employment will rise with explicit reference to the data. The 
evaluation is also strong with magnitude discussed with reference to data. They also consider 
the price elasticity of supply linking this to staff shortages. They achieved 7/8 for knowledge, 
application and analysis and 6/6 for evaluation. 

Examiner Comments
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Question 9 (c)

This question posed a challenge to many candidates. The vast majority could accurately 
define geographical mobility but many struggled to get beyond this. Most looked at how a 
rise in progress could affect geographical mobility and said that it would worsen. What they 
needed to do was look at how house price differences made geographical mobility worse. 
What was needed was to look at two regions and then to compare the price differences and 
look at how it might reduce mobility to areas with higher prices. Evaluation was also weak. 
Most offering it focused on support of help to buy, magnitude, and other factors that affect 
geographical mobility. This is an area that candidates will need to work on to perform better 
in the future. 



IAL Economics WEC01 01 25

For knowledge, application and analysis they offer an accurate definition of geographical 
mobility; they then make explicit reference to prices in regions; they look at how it will 
be difficult for people in Northern Ireland, finding it difficult to move to England as it is 
unaffordable. Achieves level 2 with one developed reason using both data and analysis. 
4/6.  

For evaluation they look at people moving from expensive areas to cheap areas and how 
this is more affordable and how it depends on the job the person does as with higher 
pay, therefore housing costs are not an issue.  4/5 – full marks for evaluation.

Total = 8/10

Examiner Comments

This question posed a challenge to many candidates. The vast majority could accurately 
define geographical mobility but many struggled to get beyond this. Most looked at how a 
rise in progress could affect geographical mobility and said that it would worsen. What they 
needed to do was look at how house price differences made geographical mobility worse. 
What was needed was to look at two regions and then to compare the price differences and 
look at how it might reduce mobility to areas with higher prices. Evaluation was also weak. 
Most offering it focused on support of help to buy, magnitude, and other factors that affect 
geographical mobility. This is an area that candidates will need to work on to perform better 
in the future. 
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Question 9 (d)

Candidates typically performed well on this question. Nearly all correctly defined normative 
statements, usually referring to the fact they were value judgements. Most were able to 
define positive statements as statements that can be proven. 

The majority of students used the data and correctly identified normative statements often 
using the clues of 'should' or 'may'. For the positive statements candidates were able to pick 
out relevant statistics from the data provided. It is important that when responding in the 
exam candidates refer to the data in the extract mentioned. Many referred to other extracts 
and were not awarded marks.

Accurately defines normative statement as a value judgement and 
a positive statement as one that is value free or that can be proven.

The examples given are explicit from the data.

Examiner Comments
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Question 9 (e)

The question referred to the impact of the building of 30 000 additional houses in the 
countryside. Most used the data effectively looking at the additional 30 000 homes and how 
it would affect farmland, natural habitats and traffic flows. They often countered this with 
how the process will put downward pressure on prices and reduce overcrowding in cities. 
The question requested a diagram and it was often accurately drawn.
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For knowledge, application and analysis the candidate achieved in the top level. They 
defined external costs and looked at how constructing of houses in the countryside 
would cause pollution including air and noise pollution and a loss of habitat. They also 
drew an accurate diagram of external costs from the housing marked. 7/8. 

For evaluation they make significant, relevant points. Arguments on the benefits of 
increase supply in terms of lower prices; how the government can reduce pollution 
through policy; and magnitude of destruction helped to achieve 4/6. Total score 11/14.

Examiner Comments

Diagrams which are accurately drawn like this with 
additional features such as welfare loss will typically 
achieve level 3.

Examiner Tip
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Question 10 (a)

The question needed candidates to identify what had happened to the number of registered 
car drivers. It is useful here to refer to two dates specifically to show the change. It is also 
worth noting that it was important to refer to precise numbers for example 29 000 000, 
rather than just 29. Many refer to the changing costs but again explicit reference to the data 
would be better. Rather than 'cost of roads is lower' it is important to use the numbers, such 
as 'moving from 160 to 225'.

Whilst the candidate identifies that the cost 
of public transport was more expensive, they 
could have explicitly used the data to give 
examples of how it has increased over time. 
Similarly the comparison to cost of car use 
would have helped. Any work on incomes 
is not relevant to Figure 1 and Figure 2. 
Reference to the size of the increase in 
registered cars would be useful. They receive 
one mark for this response.

Examiner Comments

If the question specifically says to refer to 
particular figures, do focus on these. Many 
referred to Figure 3 but gained no credit.

Examiner Tip
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The candidate has clearly identified the increase in the number of 
registered cars. Explicit reference is made to the increase in the cost of 
running a car compared to costs of using buses and rail fares with explicit 
reference to the data. The comparative comment then achieves the final 
mark as they compare the affordability of the two methods. No credit for 
the work on Figure 3.

Examiner Comments
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Question 10 (b)

This question explored whether rail travel was a normal or inferior good. Defining normal 
and inferior goods was the simplest marks awarded. The mark scheme required candidates 
to calculate the YED for rail which was +0.88, showing it to be a normal good. Many 
approached the question without completing this calculation. They still gained data marks 
for calculating the change in demand. Better candidates also explicitly identified that the 
relationship was positive and therefore made it a normal good.

Marks awarded here for the definitions of both normal and inferior goods. They explicitly refer to the 
change in income for the next mark before calculating the percentage change in income for the next 
mark. They do the same for demand for surface rail for 2 marks. They then calculate the income 
elasticity of demand. They then explain that the positive value of the income elasticity of demand 
shows it is a normal good to be able to achieve full marks.

Examiner Comments

Marks awarded for defining normal and inferior goods. They 
refer to specific data on the change in income and demand. 
They use a figure to show the relationship between the two. 
Summarising the relationship between the two achieves the 
final mark.

Examiner Comments
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Question 10 (c)

This question looked at the impact of increased rail passenger numbers. There was very 
effective use of the data once more looking at the impact on accidents, pollution and 
pleasingly candidates were able to link this to economic concepts. Many defined external 
costs and drew a relevant diagram. There were some strong arguments looking at the 
impacts on the wider car and rail markets which were well explained. A significant number 
looked at the cost of subsiding the rail industry in evaluation and there were some 
interesting counter arguments looking at the impact of train accidents and how rail transport 
can still pollute.

The first paragraph needs connecting to the question in terms of increased rail 
numbers helping help reduce these externalities. Looks at relevant issues related to 
pollution and congestion and how these will be reduced. Accurate diagram is drawn. 
Achieves level 2 for knowledge, application and analysis. Evaluation is offered and 
achieves level 2.

Examiner Comments
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This question looked at the impact of increased rail passenger numbers. There was very 
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costs and drew a relevant diagram. There were some strong arguments looking at the 
impacts on the wider car and rail markets which were well explained. A significant number 
looked at the cost of subsiding the rail industry in evaluation and there were some 
interesting counter arguments looking at the impact of train accidents and how rail transport 
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achieves level 2.

Examiner Comments
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Question 10 (d)

This question looked at why some drivers were uninsured. The idea was that candidates 
would identify that this is a market failure and specifically asymmetric or imperfect 
information. Many focused on the costs being too high, the value of the car being too low, 
being uninsurable – for example due to being convicted as a drink driver. 
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For knowledge, application and analysis the candidate achieves credit for the definition of market 
failure and asymmetric information. They also look at how drivers don’t realise the massive costs 
($41000 repair bill). The candidate also considers how the drivers may not realise how common car 
crashes are and think it will never happen to them – 4/6.

Evaluation is offered looking at people thinking their car is not worth insuring, which is level 1. Also 
that people look for insurance but no one is willing to insure them, for example if they have had a 
drink driving incident, which is level 2.

Some may not be able to afford the high costs of insurance especially new young drivers who are a 
risk have high insurance premiums. Full marks for evaluation 4/4. Total 8/10

Examiner Comments
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Question 10 (e)

This question asked for a diagram so it is important that candidates offer a relevant 
diagram. Many that did drew the impact of the introduction of a tax. This was talking about 
a reduction in an indirect tax. Most that did this showed a supply curve shifting right which 
is correct. The best responses showed the supply curve before the indirect tax, with the 
higher tax rate and with the new lower indirect tax rate.

Most defined indirect tax accurately and many referred to the 58.7% indirect tax in the 
UK. Many looked at the impact of the tax and it was pleasing that so many did look at the 
impact on businesses and governments as per the question. It is important on a micro 
paper that candidates focus on the market in question. Some looked in some detail at the 
macroeconomic impacts without linking them to the relevant market.

Typical evaluation linked to magnitude, time lags and government failure was used but 
increasingly students are not making the link between generic evaluation points and using 
the data to support this. This is moving the evaluation from generic Level 1 to at least Level 
2 and at best Level 3.
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Accurate definition of indirect tax is offered. The diagram clearly shows the effect of the 
tax being reduced, to be able to access level 3. The candidate considers the impact on the 
government in terms of tax revenues. Reduced pollution is also considered. The quality of 
this knowledge, application and analysis achieves in the top level. The evaluation is also 
strong, looking in detail at magnitude, price elasticity of demand and impacts on the short 
and long run. Again sufficient to access the top level.

Examiner Comments
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Paper Summary

Based on the performance in this paper, candidates are offered the following advice:

Supported Multiple Choice section:

• Make sure you plan ahead and do not run out of time

• Draw or annotate relevant diagrams to support your answers

• Ensure that you apply appropriate economic theory and analysis in your responses

• Make sure you explicitly state the option key being rejected

• Use a combination of techniques for securing the 3 explanation marks. 

Data response questions:

• Make sure you provide evaluative comments in your responses
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Grade Boundaries
Grade boundaries for this, and all other papers, can be found on the website on this link:

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