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Introduction

This was the sixth series of the summer examination of WEC03 Business Behaviour. A further eight
papers have been set for previous Winter and Autumn series.

The examination seeks to test the candidates' ability to select and apply appropriate economic
concepts, theories and techniques in a variety of contexts. As Unit 3 is a synoptic unit, the
examination may draw on material from Units 1 and 2.

Candidates choose to attempt two out of four essay titles in Section A. Each essay is marked out of
a total of 20 marks using five levels of response performance criteria.

Question 4 was the most popular question ('Evaluate government measures to promote the
international competitiveness of businesses in Ghana or a country of your choice'). Question 1 also
proved to be a popular choice. ('To what extent is the size of the market the main constraint on the
growth of a small business?').

In keeping with recent WEC03 papers, an actual example of a relevant concept was provided at the
beginning of the question. The candidate may choose to use this example in the course of
attempting the question but this is not a requirement. The example is primarily given for illustrative
purposes.

Candidates choose one out of two data response questions in Section B. Each question has four
parts to it. Part (a) is worth 4 marks and parts (b) to (d) are each worth 12 marks. For parts (b) to (d)
it is vital that candidates make effective use of the information provided in order to access Levels 2
and 3 for knowledge, application and analysis marks. A further 4 marks are available for evaluation.
Question 5 was the most popular question.

Successful candidates were able to:

Clearly identify what they were being asked to do. For example, in Question 3 focus on how
the business behaviour of TNCs may be affected by introduction of a new profits tax and in
Question 6(c) focus on the impact of price discrimination on consumers.

Draw and label appropriate diagrams accurately. For example, showing how a rise in production
costs affects profits for Question 2 and showing the short-run and long-run shut down points for
Question 5(b).

Effectively time manage their answers. As was the case in more recent series, there was less
evidence of candidates having to rush part (d) of Section B.

Select and apply relevant information from the extracts to enhance their answers in Section B.

Less successful candidates often:

Misinterpreted the question. This was the case with Question 4 where candidates did not analyse
and evaluate government measures in relation to international competitiveness. A further
example was in Question 6(b) where there was little reference to the impact of government
measures on business behaviour.

Automatically assumed that a takeover leads to the creation of a monopoly.

Failed to use the extracts effectively in Section B.
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The main implications for future teaching, learning and examination preparation are:

To ensure that all parts of the specification are taught and internally assessed.

To encourage candidates to make full use of previous examination papers, mark schemes and
examiners reports.
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Question 1 

Candidates who performed well were able to identify and analyse several salient reasons why the
size of the market may act as a constraint on the growth of a small business. In addition, a sound
response would be one which analysed why other constraints, such as lack of finance and owner
objectives may also be significant. Providing sufficient depth and breadth was apparent, such a
response would score 13/14 marks.

Evaluation marks were awarded primarily for considering why the size of the market may not be a
major restraint. For example, the market may be expanding or the small firm may be able to appeal
to different sectors of the market, perhaps through internet selling. In addition, a weighing up of
the relative importance of two or three constraints with sound reasoning would have added to the
quality of evaluation. This would have led to a high Level 5 mark.

An answer which got side-tracked into an analysis of economies and diseconomies of scale, or
different types of market structure, typically struggled to achieve more than a high Level 2 mark.
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After quite a lengthy first paragraph the candidate
begins to analyse why the size of the market may
act as a constraint on the growth of the small
business. Hence the second paragraph develops
several important points in relation to the market.
At this juncture the response would attain a high
Level 2 mark.

The third paragraph has a detailed analysis of lack
of finance with valid and insightful development.
For example the point relating to a fragmented
banking system. A Level 3 mark is now secured.

Owner objectives are then included plus lack of
managerial skills and government regulations.

This is a well-structured and accomplished account
and at this point the depth and breadth of analysis
would result in a Level 4 mark of 15.

The evaluation comments which follow are
somewhat generic but have validity and
consequently the final mark was 17 (Level 5).

Keep your introductory section brief and to the
point. This saves you valuable time.
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Question 2 

The more successful answers began by identifying wood pulp as a variable cost of production.
Some sound analysis followed, in relation to how a rise in its cost was likely to affect the profits of a
paper manufacturer. Ideally, an accurately drawn and labelled diagram served to enhance the
analysis. A diagram which showed a shift in both AC and MC curves to the left and the resultant fall
in profits meant that the response would be scoring high Level 3/mid-Level 4. (An alternative
diagram was acceptable, providing it showed a fall in profit.)

Evaluation marks were awarded for identifying and explaining reasons why the rise in the cost may
have little or no effect on the firm's profits. Factors such as the impact on competitors and the PED
for paper were amongst the relevant points which could have been made.

Weaker responses tended to include inaccurate or irrelevant diagrams and did not focus on the
impact on the profits of the manufacturer. Such responses struggled to score more than
a mid-Level 2 mark.
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Question 3 

Sound responses discussed the ways in which TNCs might respond to the fact that a new tax was
imposed to deter the outflow of funds from the UK. For example, a response which discussed the
degree to which TNCs may decide to comply, the option to raise prices, the possibility of pulling out
of the economy altogether and other related factors would potentially be in Level 4.

Higher level responses also offered valid evaluation. For example, by discussing the possible limited
impact of such measures in relation to the power and influence of TNCs, the relevance of PED in
relation to raising the price and the magnitude of the tax relative to overall profit levels.

Less successful responses did not focus on how the tax might affect the behaviour of TNCs.
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The extract from this candidate's answer starts
with the second page. It is only at this point that
the candidate begins to fully focus on the question.

Several points are made relating to the behaviour
of a TNC. Charging higher prices, investing less,
using lower quality raw materials, moving out of
the economy and paying lower wages. All of these
points are valid but none of them are fully
developed. Consequently, at this stage, the mark
would be a low Level 3 = 10.

The quality of evaluation is good and explains why
a TNC may not respond in the ways suggested.
This brings the final mark up to Level 4 = 13.

Be sure to develop your points.

Provide more detail on specific points in
preference to listing as many points as you can.

This will increase the likelihood of achieving a good
Level 3 or Level 4 mark, before evaluation is taken
into account.
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Question 4

Sound responses discussed how a range of relevant government measures might improve a
country's international competitiveness. For example, a response which analysed the potential
impact of policies aimed at export industries, policies aimed at developing education and skills and
subsidies to firms seeking overseas markets would potentially attain a sound Level 4 mark. Higher
level responses also offered valid evaluation in terms of the possible limited impact of such
measures, short-run and long-run impacts and the constraints on government (e.g. financial,
exchange rate system).

Less successful responses identified a range of government measures but provided tenuous links
as to how these might affect international competitiveness. Such a response would not attain
anything above a mid-Level 3 mark.

The vast majority of candidates were able to refer to a specific country in their answer.
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The candidate starts by providing a succinct and
accurate definition of international
competitiveness. Paragraph two immediately
identifies an appropriate measure.

All three measures put forward by the candidate
are analysed in depth and each culminate with
close links being made as to how each measure
may impact on Ghana's international
competitiveness.

In the latter part of the response the candidate
evaluates each of the measures, leading to valid
conclusions being drawn.

The entire answer is well-structured and the
analysis is rigorous throughout.

The mark awarded was Level 5 = 20.
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Here is a benchmark answer. Note how there are
just three measures identified, but that each one is
analysed in depth and all relate to how
international competitiveness may be affected.

Make sure your answer keeps to the question at all
times.
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Question 5 (a) 

One knowledge mark was awarded for providing a correct definition of loss. A further knowledge
mark was available for a development of the definition. Alternatively, both knowledge marks could
be gained where a loss was correctly shown diagrammatically.

One application mark was awarded where one reason for the loss was identified from the extract.
An additional mark was available where the candidate developed this point using relevant
information from Extract 1.

Question 5 (b) 

The best responses were able to draw accurate diagrams which showed the shut-down point in
both the short-run and the long-run. This then enabled candidates to make a clear distinction
between an airline which may be able to survive in the short-run, because at least AVC was being
covered, and one which could not survive.

High quality answers used the context effectively and were able to make valid evaluative
comments, such as variable cost may be reduced by placing aircraft in storage in the short-run.

By contrast, weaker responses were those either lacking an accurate diagram, those which had little
or no context, or those which had a combination of the two.

Question 5 (c) 

High scoring responses analysed at least two benefits of growth by takeover in the context of
Extract 2. References such as access to new markets (in the USA), opportunities for synergy (given
that all takeovers were in the mining industry) and increasing market share, were some of the
salient factors. A response which showed clear understanding in this context attained a Level 3 KAA
mark.

Evaluation marks were awarded for considering why these takeovers may not provide significant
benefits. Factors such as the cost of the recent takeover and the possible negative impact of trade
union actions were relevant.

Low scoring responses often lacked context and tended to automatically assume that a takeover
would result in the creation of a monopoly. Other weaker answers focused almost entirely on the
concept of economies and diseconomies of scale.
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Two benefits of growth by takeover are
well-analysed and in context. These are access to
new markets and increased market share.
Additional benefits are covered in the form of
economies of scale and expertise but without the
depth and contextual links which applied to the
first two benefits. The candidate has done enough
to attain a Level 3 KAA mark of 7.

Two valid evaluation comments are made. The
second point regarding the costs of takeovers is
supported by relevant reasoning whilst the first
point on diseconomies of scale is not as well
supported. Therefore the evaluation mark is a
Level 2 mark of 3.

Final mark = 10.
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Question 5 (d) 

Sound responses clearly identified two or more relevant government measures to protect
employees and linked the measures to how they may affect business behaviour. For example,
introducing a national minimum wage may lead to a business reducing the number of its low-paid
employees, or it may decide to reduce other costs.

Evaluation marks were awarded for commenting on why such measures may have little or no effect
on business behaviour.

It was essential that some form of context was included, either by using the extracts or referring to
other examples. Centres are reminded that for Section B 12 mark questions, all KAA marks at
Levels 2 and 3 must have application to context.

Weaker answers did not focus on business behaviour and there tended to be little or no context in
the response.
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Question 6 (a) 

Two knowledge marks were awarded for identifying two characteristics of competitive tendering. A
number of candidates displayed a lack of understanding, often confusing competitive tendering
with collusion.

Up to two application marks were awarded for appropriate selection of information from the
extract. For example, commenting that competitive tendering did not take place in this market, or
that fines were imposed by the LCC.

Question 6 (b) 

Those candidates who performed well were able to identify and analyse two or three reasons for
collusion in context. Sound responses typically discussed the probability of higher profits for the
colluding firms and the benefits of greater price stability. Such a response would gain a high Level 2
or Level 3 KAA mark depending on the depth of analysis.

Evaluation marks were gained by discussing why collusion may not benefit the firms, particularly in
the long-run when there was a greater likelihood of firms breaking the agreement.

Candidates could attempt this question from two opposing directions. One approach was to
consider collusion as a rational business strategy, where evaluation discussed the irrationality of
such a strategy. The alternative approach reversed the argument.
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In the first paragraph the candidate correctly
asserts that the type of collusion in Bulgaria is
overt collusion. An effective use of the context.

Three benefits are identified and analysed in
context – acting as a monopolist, price stability and
information sharing. The KAA mark awarded is a
Level 3 mark of 7.

Evaluation is sound, whereby the risk of fines and
strength of barriers to entry are identified with
relevant reasoning. Hence an evaluation mark of 4.

Total mark awarded = 11.
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Question 6 (c) 

Successful candidates showed a clear understanding of the ways in which price discrimination
impacts on different consumers. Accurate diagrams were used to show the importance of the
different values of price elasticity of demand. Sound responses used the context effectively.

Evaluation marks could be gained for commenting on why price discrimination may have little or no
impact, especially in the long-run if governments intervene. (Given the nature of the question,
evaluation was not about the disadvantages of price discrimination).

Weaker responses typically offered poorly drawn and inaccurate diagrams and copied out large
parts of the extract.

Question 6 (d) 

High scoring responses identified two or more appropriate government policies and used the
contexts to analyse how such measures may lead to more competitive markets. Relevant examples
included voluntary agreements, competitive tendering and fines for anti-competitive behaviour. A
chain of analysis in context, explaining how such measures could enhance competition, resulted in
a Level 3 KAA mark.

Evaluation comments needed to consider why such measures may be less effective. Points
regarding opportunity cost, magnitude and timescale were too generic to be worthy of anything
above Level 1 for evaluation.

Once again, less successful responses did not apply the contexts effectively.
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Paper Summary

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

Read the questions carefully and decide what is the main focus of each question.

A brief plan can help you to decide whether or not to proceed with a question.

For any diagram which you include make sure that it is accurate, labelled and large enough to be
easily interpreted by an examiner.

In Section B, avoid basing your choice of question solely on your knowledge of the concepts in
part (a) – the 4 mark question.

Do not copy out parts of the extracts in Section B. Application marks are awarded based on how
you use the information in your analysis.

34     IAL Economics WEC03 01



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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