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Introduction

The standard of work seen in this series for the Markets in Action unit has been impressive.

In Section A, the multiple choice section, candidates performed best on the question on cross 
elasticity, income elasticity and rational behaviour. Candidates struggled more on the 
questions on government failure and the forward market.

Section B, the short answer section, saw some mixed performance on questions. Question 7, 
the diagram saw most able to draw a PFF and to shift it out but many were unable to label 
the axis correctly. On question 8 many calculated the percentage-point change but when 
doing so they need to explicitly say that this is what it is. Question 11 identified that the 
indirect tax was £6 per kg and many failed to identify that this is a specific tax that required a 
parallel shift.

Section C, the data response section is based on information provided in the source booklet, 
in this paper on the market for copper and battery electric buses. Candidates could typically 
access at least one mark on 12(a) to show knowledge of external costs with stronger 
candidates able to offer precise definitions considering the negative impact on third parties. 
12(b) needed candidates to explain the difference between renewable and non-renewable 
resources. Most offered accurate definitions of each, But many listed multiple examples of 
each which were both right and wrong and were not rewarded. 12(c) saw most candidates 
able to correctly draw the diagram to show demand increasing. They also accessed 
application marks by referring to the price change. On 12(d) it is important to explicitly 
identify the two likely effects. On 12(e) candidates looked at the introduction of a subsidy. 
Most could define it accurately and draw the diagram. Those able to achieve a higher score 
used their diagram in their analysis for example explicitly looking at the impact on price, 
quantity, the incidence, government spending and producer and consumer surplus. Better 
responses would also look explicitly at how consumers, producers and governments would 
be affected.

Section D, the essay section offered candidates the opportunity to choose between two 
questions. The section was more demanding and this is reflected in the mean scores on both 
questions. Candidates tended to attempt Question 13 and typically performed better on this 
question on maximum prices than on Question 14 on why education is underconsumed. In 
both cases the knowledge of the Economics was sound but candidates struggled in applying 
it to the context of the question. Another challenge was the level of analysis. Candidates 
often struggled to fully develop the chain of reasoning. Evaluative comments were often 
made and whilst some offered supporting evidence and linked to the context many were 
unable to offer a logical chain of reasoning. Diagrammatic analysis on the work from the 
stronger candidates was accurate and was integrated with their written analysis. They would 
not only draw the diagram accurately but talk about what they learnt from it in their written 
explanation. This enabled them to consistently achieve within the top level.
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Most candidates were able to complete the paper in the time available. We did however see 
several unfinished or very brief essays suggesting that some candidates had not planned 
their time well. The performance on individual questions is considered in the next section of 
the report. The feedback on questions shows how questions were well answered and also 
how to improve further.
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Question 7

The stem explains that immigration into Germany was 1.59 million and that emigration from 
Germany was 1.19 million. This represents a net migration of 400 000, that is there are more 
people arriving than leaving Germany. This increases the productive potential and therefore 
causes the PPF to shift to the right. The vast majority could draw a PPF in the correct shape. 
Either a straight line or concave to the origin were accepted. Drawing this original curve 
gained a mark. Most could draw this PPF to the right. Only a few failed to draw an arrow. 
Some drew it pointing inwards which was incorrect. The most common reason marks were 
dropped was for mislabeling or not labeling the axis. Still some offer extensive written 
explanations to support but commonly the marks were already fully awarded with the 
diagram.

The candidate here has understood that with more immigrants than emigrants the 
population in Germany would increase. They appreciate that this will help increase 
productive potential in Germany and hence the PPF shifts outwards.

This candidate has accessed all available marks. The axis are both 
labelled accurately, in this case with consumer and capital goods, 
although alternatives were accepted. They have clearly labelled each 
PPF. As requested they have used an arrow to indicate the movement 
of the curves as requested.
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When asked to draw, you do not need to support with a written 
explanation.
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It was surprising how many diagrams had a PPF shape but the axis were mislabelled. This is a 
typical example where no curve or axis was labelled.

The shape of the original curve and new curve are accurate. As 
requested they have drawn the arrows to show the shift. This achieves 
two marks, the maximum available when no axis are labelled.

It was surprisingly common for candidates to have everything accurate 
other than the axis. A significant number labelled the axis price and 
quantity and again these could achieve no more than two marks.
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Question 8

The performance this series on this question was better than previous series where 
understanding of capital and consumer goods were tested. Consumer goods in previous 
series was less commonly awarded. Responses were typically linked to being consumed to 
gain satisfaction, utility and meeting wants and needs. Such responses gained the mark. It 
was also common to explain that capital goods are used to manufacture consumer goods. 
Whilst true they could also be used to manufacture capital goods. Data use explicitly 
referring to the percentage of GDP in ecah year or percentage point increases or decreases 
were rewarded.

The candidate has achieved full marks for two accurate definitions and two accurate pieces 
of data. However, the calculations of the change 4% and 0.1% are in fact percentage point 
changes and candidates are reminded that they are only rewarded here is because they 
explicitly write percentage point change.
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The definition of capital goods achieves the first mark making 
reference to man made goods used to produce goods. The second 
mark is awarded for reference to consumer goods meaning 
satifsfaction to needs and wants. T he third mark is for the reference to 
data on capital goods – 47% to 43% and the final mark for reference to 
data on consumer goods – 38.7% to 38.8%.
 

Explcitly use the number given to you. Many candidates just said 
capital goods decreased and consumer goods increased but this did 
not gain marks.
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Question 9

A question that candidates were able to demonstrate their knowledge of public goods in 
terms of accurate definitions. Most could give the example from the case study to achieve 
the application mark. The better candidates could go on to analyse by considering what the 
free rider problem was and how this reduced the profits that the firms could generate and 
would lead to non-supply.

Most candidates could accurately define public goods. They could also make reference to the 
number of streetlights to gain the application mark. The analysis marks were less commonly 
achieved.

The definition here accurately makes reference to non-excludability 
and non-rivalry. The application mark is awarded for reference to the 
95 000 streetlights being provided. One of the two analysis marks is 
awarded for reference to not being able to exclude people and them 
free riding.

10IAL Economics WEC11 01



To achieve the final analysis mark candidates needed to make 
reference to how the free riding makes it difficult to ensure customers 
pay and therefore generating profits is difficult. Thus the government 
has to step in to ensure the streetlights are provided.
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Question 10

It is prefectly acceptable to provide the written defintion or formula for PES. Key though is to 
include quantity supplied rather than just saying quantity.

A large number included the calculation without calculating the values for the percentage 
change in both quantity supplied and price. Where they then had the final answer wrong 
they did not gain the marks for the intermediate steps.

However the common error of getting the formula the wrong way round was less common 
this series. A common error is to include a percentage sign at the end of the PES whch is 
wrong and only gains a maximum of 3 marks.

The candidate has used the correct formula. They then calculate the percentage change in 
quantity demanded accurately. The percentage change in price is also calculated accurately. 
These are put together to calculate the correct value of the PES.
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The examiner here saw the correct answer, 0.4, and was immediately 
able to award full marks without needing to check any other element.

Calculating the % change in quantity supplied and % change in price 
and including these in the responses was helpful.

Many did this and got the formula the wrong way round but could at 
least gain marks for each correct calculation. However many included 
the formulas without writing the percentage change down which 
meant they missed these intermediate steps.
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Question 11

The stem refers to a specific tax added to salt. Most defined an indirect tax accurately. Most 
drew the supply curve shifting left. The best student drew this as a parallel shift. The majority 
gained a mark for correctly showing the price would rise and another for the quantity falling.

Here we see a common error. The tax referred to is £6 per kg making it a specific tax. The 
candidate here has correctly moved the supply curve to the left however this is not a parallel 
shift and is therefore ad valorem rather than specific.
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Correct definition gains one mark. Showing the increases in price and 
reduction in quantity gains the second and third mark.

Be careful to read the details of the tax if it is a percentage tax then it is 
ad valorem and a pivot in the supply curve is fine. If it is a specific 
amount it is a specific tax and a parallel shift is needed.
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The candidate has written 10 lines of writing and by the end of the first line had already 
achieved full marks with the diagram. It is important to note on these questions there is a 
relevant knowledge mark. One mark for illustrating a change on the diagram and two marks 
for showing the impact in this case on the price and quantity.
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Achieves full marks. The first mark is for the correct parallel shift of 
supply. The second mark is for the higher price and the third mark for 
the lower quantity. The first line of the written response defines 
indirect taxes to achieve the final mark.

In the diagrams it is easy to rush them during the exam and to not 
make it clear which direction they have shifted. Like this candidate it is 
useful to include arrows to show the shift of supply as well as price and 
quantity.
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Question 12 (a)

This question saw the vast majority gain at least a mark. Most could make reference to a 
third party for one mark. Where they referred to costs they gained no further mark but 
reference to negative impacts was credited. It was also common to gain full marks for 
reference to marginal social costs (MSC) being greater than marginal private costs (MPC)

This gains one mark for understanding the costs are on third parties. This sort of response 
only gained one mark as all it does is identify that there are costs which is in the keyword 
they need to define.

The inclusion of an example of an external cost from Extract B was 
commonly offered and rewarded. No example has been offered here.

Making reference to negative impacts would enable this learner to gain 
the additional mark.
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The question on external costs was commonly answered with MSC>MPC and this alone was 
enough to be awarded the full two marks.

The first mark is awarded for reference to the negative impact. The 
second mark is for reference to third parties. They would also gain a 
mark for examples of external costs taken form Extract B but full 
marks have already been achieved.

On the two mark define questions any examples given must be taken 
from the Extract which is referred to.
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Question 12 (b)

To achieve full marks on this question a definition of renewable resources and non-
renewable resources is required. An accurate example of each taken from the data is needed 
to gain the final two marks.

It is not good enough to just say renewable resources renew and non-renewable resources 
do not renew.

The definition of renewable resources is accurate making reference to 
being able to use over and over again and to the fact it replenishes. 
Either taken alone would be enough to gain the mark. The definition of 
non renewable resources is accurate making reference to to not 
replenishing. The two examples for non-renewable given are both 
acceptable. The examples for renewable include accurately wind but 
natural gas is also incorrectly identified. This this candidate was 
awarded 3/4.

Commonly candidates would list two or three renewable and non-
renewable resources. The risk with this is that all need to be right so it 
would be best to list one which is accurate than three where one might 
be wrong.
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Question 12 (c)

The 6 mark question typically requires a diagram and when two curves need shifting 4/6 
marks are available for the diagram. In this case, where only one curve needed shifting only 3 
marks were available for the diagram. In this instance the other application mark is for 
explicit reference to Figure 1.

The the first knowledge mark was for the correct initial supply, demand and equilibrium. The 
next mark is for the correct shift of demand to the right. The final mark for the diagram is the 
final equilibrium. Next they needed to make reference to Figure 1. The two analysis marks 
were for the reasons that demand for copper had increased.

Three marks are available for the diagram. Two marks for analysis which is the reasons and 1 
mark for data reference to Figure 1.
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The diagram achieved one mark for the original supply, demand and 
equilibrium. A second mark is awarded for shifting demand to the 
right. The final mark for the diagram is the new equilibrium with a 
higher price and quantity.

They then identify a series of reasons. Speculative demand following 
the global health crises. The increased demand for electric vehicles 
which require copper.

The final mark is awarded over the page where they identify the price 
changes.

The dates given are between May and December 2020 so these are the 
dates that the prices need taking from.
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Question 12 (d)

The question looked at the likely impact on plumbers of the increases in the price of copper 
pipes. Most could make the link to copper pipes being needed and could link this to costs 
and supply. There was a tendency on this question for one long chain of reasoning to be 
used. It is helpful if the candidates explicitly identify each effect in turn and offer the analysis 
of this. For evaluation there are two marks available and this could be achieved through 
either offering two evaluative comments or developing one.

The two application marks tended to be awarded for making reference to the changing costs 
of copper and to the fact plumbers prefer using copper. Most commonly candidates focused 
on the rising costs, leading to supply shifting left resulting in a higher price and lower 
quantity. Many looked at the likelihood that profits would fall as costs rise and firms are 
unable to hand this rise in costs on in terms of higher prices. The evaluation was less 
commonly offered, but those that did tended to focus on the proportion of total costs than 
copper pipes represented, the elasticity of demand and how that being inelastic will see little 
impact on revenues and whether plumbers had spare stock of copper pipes that could be 
used to avoid the higher costs.
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This candidate has scored 6/8.

They achieve an application mark for making reference to most 
plumbers preferring copper pipes.

A knowledge mark is awarded for identifying that costs of production 
will rise. An analysis mark for they might lay off workers.

A knowledge mark for customers may switch to plastic pipes.

They gain an evaluation mark for making reference to it depending on 
whether the customers are willing to pay a higher price. This is 
developed with reference to them being able to increase the price and 
generate more profit.

It is useful on these questions to be explicit as you identify the two 
likely effects. For example 'The first likely effect is that... '
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Question 12 (e)

The question was generally well answered. Most could define accurately and include a 
relevant diagram. It was pleasing that so many were able to integrate the diagram in their 
analysis talking about specific areas from the diagram. Specific issues related to BEBs were 
included particularly about their advantages and disadvantages compared to diesel buses. 
The latter often coming up in evaluation. It was pleasing that evaluation was often applied. 
So not just talking about magnitude but relating to the size of the subsidy. A number for 
example calculated the number of BEBs this could fund to consider the impact. Another 
common argument was the concerns over the range and how diesel buses were superior.

Most learners could talk theoretically about the impact of a subsidy. Those able to move the 
response to Level 3 were often able to talk in detail about the impact on the market for 
battery electric buses. A key focus was on the impact of reducing the externalities associated 
with diesel buses.
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The definition is accurate, this is linked to lower costs of production 
and encouraging supply. The data is used to identify the size of the 
subsidy.

The diagram has an initial equilibrium, supply is shifted in the right 
direction. The new equilibrium price and quantity is identified. The 
area of the subsidy is also marked on the diagram. Alone without 
supporting analysis the diagram would achieve level 2.

The work is elevated to level 3 in the analysis that follows. They have 
identified a number of correct areas for example consumer surplus, 
producer incidence and government expenditure.

The evaluation is offered and links to the magnitude of the subsidy and 
a hint of opportunity costs. They also talk about the need for charging 
stations adding to the costs. The evaluation is level 2.

Overall for Knowledge, Application and Analysis they are awarded 7/8 
and for evaluation they achieved 3/6. Overall the candidate achieves 
10/14 marks.

When asked to illustrate your answer with a diagram it is important to 
include a relevant diagram. Those that only focus the analysis of this 
on the impact on price and quantity tended to achieve Level 2 and 
those that looked at other areas such as consumer or producer 
surplus, producer and consumer incidence, size of the subsidy were 
more likely to access Level 3.
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Question 13

The first of the two essays was more popular than the second essay. Many candidates 
offered a diagram that supported their response often enabling them to access higher 
scores. The definition of maximum price was normally accurate, diagrams offered were 
accurate and analysis looked at the impact on economic agents. Evaluation often focused on 
the problems associated with a maximum price.

Most candidates looked at winners and losers from the introduction of a maximum price. 
This approach identified those that could access the rice benefiting from a lower price and 
more consumer surplus. They contrasted this with the consumers that will not access the 
product and would lose out. Similarly they looked at the threat to profit and survival of the 
producers of white rice. In looking at firms leaving the market they often looked at them 
substituting to more profitable crops.
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This is an excellent response.

The diagram is accurately drawn. They then integrate this into the 
analysis referring to the changes in producer and consumer surplus 
for example. They consider the emergence of a unregulated market in 
terms of a government failure.

The evaluation offered is strong. It considers the inelasticity of demand 
and the distance between the minimum price and the equilibrium 
price. Government failures is also considered. Possible impacts on 
quality are also discussed.

The candidate achieves 11/12 for knowledge, application and analysis 
and 7/8 for evaluation.

Scores 18/20.

When including diagrams it is important that in the written analysis 
candidates explain what it shows in terms of the impact on economic 
agents such as consumers, producers and government.
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Question 14

The question explored why education might be under consumed. There were a wide range of 
responses but typically focused around information failure, positive externalities, lack of 
income, poor quality education and the opportunity to earn more from working. This was 
fairly effective but on this question candidates struggled to offer evaluation. Many 
considered how the government could correct the failure although this was not really 
focused on the question. The weaker evaluation resulted in weaker performance on this 
question.

For many this question focused on generating a list of reasons without a detailed chain of 
reasoning as to why the issue caused the under consumption. This essay does have a small 
number of brief points but overall offers detail in the analysis and the evaluation is focused 
on answering the question.

37 IAL Economics WEC11 01



38IAL Economics WEC11 01



39 IAL Economics WEC11 01



40IAL Economics WEC11 01



41 IAL Economics WEC11 01



Another excellent essay.

They start with an accurate definition of irrational behaviour. They link 
external benefits with information failure and how the government 
could have done better in filling the gap.

The external benefits diagram has been drawn accurately with the 
correct welfare gain triangle drawn which is integrated into the 
analysis.

The candidate talks about the herding effect linked to how parents can 
influence their children not to invest in education. Habitual behaviour 
and inertia are also looked at although the development of these is 
briefer.

Affordability is considered as is the fact working can be rewarding.

Evaluation is offered. Firstly that it is difficult to value the benefits and 
costs of education. Other factors including conflict impacting 
education levels are considered as an alternative. They offer a 
conclusion that explores whether it is rational or irrational.

Overall the candidate achieves 17/20.

Many candidates explored a wide range of reasons for the under 
consumption but often did not discuss each in enough detail. It would 
be better to look at fewer reasons in more detail to be able to get the 
level of analysis.
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Paper Summary

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

Section A: Multiple Choice

The forward market topic needs additional work as few could select the relevant example
The government failure question saw many select a market failure. Offering examples of 
each and getting them to explain why each is market failure or government failure would 
be a useful exercise.

Section B: Short Answer

When asked to a draw a diagram all marks can be achieved through the diagram and no 
written explanation is required. The majority of candidates supported their response with 
a written explanation when in fact the diagram had achieved full marks.
Question 8 saw many calculate the percentage point change in capital and consumer 
goods but this needed to be explicit that this is a percentage-point change.
Question 11 saw a £6 per kg tax introduced on salt. May did not understand that this is 
specific tax and required a parallel shift in supply.

Section C: Data Response

On 12(b) when giving examples it is important that these are taken from the context
When one shift is needed on the diagram, like in 12(c) explicit use of data is also required.
On 12 (e) where a diagram is requested it is important to offer a relevant diagram to be 
able to access Level 3 for knowledge, application and analysis.

Section D: Essay

Define the key terms relevant to the question.
Diagrams should be drawn where helpful and many candidates successfully incorporated 
a maximum price diagram.
Candidates that did best were able to apply to the specific question and use relevant 
examples that fitted with why people under consumed education or the impact on the rice 
market.
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Grade boundaries

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

https://qualifications.pearson.com/en/support/support-topics/results-certification/grade-
boundaries.html
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