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Gen er a l  com m en t s 

 

This paper proved to be accessible for the vast  m ajor ity of students and 
produced a wide range of responses. The standard was generally higher 
than it  was in June 2014, with a notable im provem ent  in the st ructure of 
answers to the six m ark quest ions. There were som e excellent  scr ipts which 
were a credit  to both the students them selves and their teachers.   
 
Part icular areas of the specificat ion which appeared to cause difficult ies for 
students this session are listed below:   
 

• I nterpretat ion of pr ice elast icit y of dem and  

• Understanding the difference between price elast icit y of dem and and 

price elast icit y of supply 

• Diagram m at ical representat ion of elast icit y of supply 

• Explaining sources of econom ies of scale eg m arket ing econom ies of 

scale and technical econom ies of scale 

• Understanding the difference between the current  account  deficit  and 

the fiscal budget  deficit  

• Understanding exchange rates and factors that  influence exchange 

rates 

Com m en t s on  in d iv id u al  q u est ion s 

 

Qu est ion  1  

 

Q0 1 ai  -  The m ajorit y of students were able to ident ify the correct  response. 
 
Q0 1 ai i  -  This quest ion proved challenging for the m ajorit y of students with 
over half of students scoring less than 2 m arks. The quest ion required 
students to calculate total am ount  spent  on cards following the price change 
and then explain the result .  However, m any students spent  t im e t rying to 
calculate pr ice elast icity of dem and. Cent res are rem inded that  students are 
not  expected to be able to calculate elast icit y of dem and at  this level.         
A good response is given below:   
 
When the price is €5, the total am ount  spent  on cards is €1000 (€5 x 200) .  

When the price is €6, the total am ount  spent  on cards is €900 (€6 x 150) .  

This shows that  a pr ice r ise leads to a reduct ion in the total am ount  spent  

on cards of €100.  This m eans that  dem and is pr ice elast ic.  

 
Q0 1 ai i i  -  The m ajority of students were able to correct ly ident ify two 
factors that  will lead to a change in dem and for cards. Students lost  m arks 
by not  developing their points to descr ibe why these factors lead to a 
change in dem and. Many students did not  develop their  points within the 
context  of ‘Cards for You’ an online provider of cards. The m ark schem e 
allowed for the ident ificat ion of any relevant  factors that  influence dem and, 
but  bet ter answers developed points within the context  of an online retailer .   
 
 

 



A typical response is given below:   
 
One factor could be a r ise in the bir th rate which would m ean that  m ore 

bir thday cards would be bought . A second reason could be that  “Cards for 

You”  has run an advert ising cam paign which has increased awareness of 

their product , which m eans that  m ore custom ers now want  to buy 

personalised cards from  them . 

 
Q0 1 aiv  -  The m ajority of students were able to accurately define price 
elast icity of supply. The m ost  com m on error was to give the definit ion of 
pr ice elast icit y of dem and.  
     
Q0 1 av  -  Two- thirds of students selected the correct  response of ‘diagram  
C’.  The m ost  com m on error was to select  ‘diagram  A’.  
 
Q0 1 av i  -  A fifth of students scored zero. The m ost  com m on error was to 
discuss factors influencing price elast icit y of dem and rather than price 
elast icity of supply .  Those students who correct ly focused on pr ice elast icity 
of supply typically scored at  least  four m arks. A com prehensive response is 
given below:  
 
Flowers are an agricultural good which m eans that  the supply would be 

inelast ic in the short  run. This is because flowers take t im e to grow. This 

m eans that  if there is a sudden increase in the pr ice of flowers the flower 

supplier would not  be able to respond quickly and increase supply by a lot .  

How quickly the flower grower could respond to a change in pr ice would also 

depend on the season. The supply of flowers m ay be m ore responsive ( ie 

m ore elast ic)  in the spring and sum m er. However, in the long- run if the 

flower grower thinks that  the price r ise is likely to stay they m ay decide to 

grow m ore flowers or use special greenhouses to increase flower crops.  

 

Cards are a m anufactured product . This m eans that  the card m anufacturers 

can respond relat ively quickly to a change in pr ice. A 10%  increase in pr ice 

would lead to a m ore than 10%  increase in supply. This is because the 

length of the product ion process for m aking cards is m uch shorter than 

growing flowers, it  requires few raw m aterials, which are easily available eg 

print ing m achine, paper, inks etc. The price elast icit y of supply of cards is 

also m ore elast ic than flowers because it  is easy to store finished cards 

whereas to store flowers after they have been cut  is diff icult  because they 

are perishable. However, the supply of cards m ay becom e less responsive 

to a change in pr ice ( ie m ore inelast ic)  if the card factory m achines are 

working at  full capacity or if the warehouse storage area is full,  or if the 

factory runs short  of pr int ing ink.   

 

Q0 1 b i  -  Alm ost  40%  of students scored full m arks on this quest ion. The 
m ost  com m on error was to shift  either the supply or dem and curve rather 
than showing the int roduct ion of a new nat ional m inim um  wage above the 
current  m arket  equilibr ium  wage rate.   
 
 
 
 

 



Q0 1 b i i  -  The m ajorit y of students were able to discuss whether the 
advantages of a nat ional m inim um  wage outweighed the disadvantages for 
an econom y .  Students are rem inded that  to achieve full m arks they need to 
give a just ified conclusion. A good response is given below:   
  
A nat ional m inim um  wage results in an im provem ent  in standards of liv ing, 

especially for m inority or disadvantaged groups (eg wom en) . I t  part icular ly 

benefits poorer people who have fewer skills and fewer job opportunit ies.  

They would typically be paid a low wage and the int roduct ion of a nat ional 

m inim um  wage is likely to increase their  level of incom e and m ean that  they 

can buy m ore goods and services and reduce the level of poverty in society.   

 

However, the int roduct ion of a nat ional m inim um  wage will increase 

business costs. This m ay m ean that  firm s decided to reduce staff num bers 

( ie lay off staff)  to m aintain profit  m argins. This would m ean that  the level 

of unem ploym ent  would increase, which would m ean low incom e people 

would be worse off than they were before the m inim um  wage was 

int roduced.   

 

However, whether the potent ial r ise in unem ploym ent  would happen is 

debatable;  it  depends on whether or not  the firm  decides to absorb the 

increase in wage cost , by reducing profit  m argins. I f they do this then 

unem ploym ent  would not  r ise. I t  also depends on whether or not  labour 

product iv it y increases following the int roduct ion of a m inim um  wage, if it  

does then the firm  won’t  m ind paying a higher wage to workers.  

 
Q0 1 ci  –  ci i i  -  This quest ion proved very accessible for students. Over 85%  
of students achieved full m arks.         
 
  
Qu est ion  2  

 

Q0 2 ai  -  A pleasing m ajorit y of students achieved full m arks on this 
quest ion.   
 
Q0 2 ai i  -  Over 90%  of students were able to successfully ident ify an 
occupat ion in the prim ary sector of an econom y. 
 
Q0 2 b i   (1-4)  -  The m ajorit y of students were able to successfully 
dist inguish between fixed and variable costs.  
 
Q0 2 b i i  -  A third of students achieved full m arks for this quest ion, correct ly 
ident ify ing that  the wage of the full t im e m em ber of staff is classified as a 
fixed cost  because the full t im e m em ber of staff is paid the sam e am ount  
each week regardless of the num ber of guests in the hotel ( ie fixed costs do 
not  vary with output ) . The m ost  com m on error was to state that  the wage 
of the full- t im e m em ber of staff was classified as fixed cost  because they 
work full t im e.   
 
Q0 2 b i i i  -  Alm ost  90%  of students ident ified the correct  form ula for average 
costs.   

 



Q0 2 b iv  -  A third of students were unable to successfully ident ify a 
m arket ing econom y of scale. The best  answers focused on the context  of 
the quest ion. A good response is given below.  
 
They can advert ise all of their hotels with one advert , rather than 

advert ising each hotel separately. This m eans they would spread the cost  of 

one advert  over m any hotels. This would reduce the average cost  of 

advert ising per hotel.  

 
Q0 2 b v  -  This quest ion was m ore accessible to students than 2biv.  
Approxim ately 75%  of students were able to successfully ident ify and 
explain a technical econom y of scale.  
 
Q0 2 b v i  -  This quest ion was well answered by students. Students found the 
st ructuring of the quest ions accessible with m any m oving on to m ake a 
just ified conclusion to access the final two m arks.   
 
Q0 2 ci  -  Alm ost  half of students were able to correct ly ident ify and explain 
one non- financial schem e a governm ent  could use to encourage and 
support  sm all firm s in the econom y. The m ost  com m on error was to ident ify 
and explain a f inancial m ethod of support .    
 
Q0 2 ci i  -  This quest ion proved challenging for students, with m any failing to 
achieve a balanced argum ent . Good responses tended to first ly address why 
providing support  to sm all businesses would be beneficial before m oving on 
to explain and discuss other factors that  m ight  help prom ote com pet it ion.   
A com m on error was for students to focus m uch of their discussion on how  
the governm ent  could support  sm all business;  such answers typically scored 
low m arks. A com prehensive response is given below:   
 
One of the roles of governm ent  in the econom y is to prom ote com pet it ion 

and prevent  ant i-com pet it ive pract ices. Support ing sm all business is a good 

way of prom ot ing com pet it ion because – with support  -  sm all businesses 

will be able to survive and grow into larger businesses and will be able to 

com pete with the larger firm s that  are in the m arket  already. This will give 

consum ers m ore choice and will help stop big firm s exploit ing custom ers. I n 

addit ion, support ing sm all business is good because it  will increase 

em ploym ent  and will also encourage innovat ion in the econom y. This will 

also force big firm s to becom e m ore innovat ive too because they don’t  want  

to lose custom ers.  This would lead to an increase in product iv it y and a 

m ore efficient  allocat ion of resources – which is good for the whole 

econom y. 

 

 

 

 

 

 

 

 

 

 



However, there are other things that  the governm ent  could do which m ight  

be bet ter at  prom ot ing com pet it ion. For exam ple the governm ent  could 

focus on int roducing m ore ant i- com pet it ive legislat ion. This m ight  be m ore 

effect ive than focusing on support ing sm all firm s, because m ost             

ant i-com pet it ive behaviours tend to be carr ied out  by large firm s (eg the 

energy m arket  in the UK) . The governm ent  could also look at  lowering 

barr iers to ent ry and encourage m ult inat ionals to enter the count ry to 

com pete with the exist ing large firm s. I t  is also not  guaranteed that  sm all 

businesses will survive or if they do survive they m ay be taken over by a 

larger firm  in the m arket . Hence, support ing sm all firm s is not  guaranteed 

to lead to a long run increase in com pet it ion in the m arket  place.  I t  could 

be that  som e m arkets are m ore efficient  when they have a few large firm s 

(eg the energy m arket )  because of econom ies of scale. I n these m arkets 

support ing sm all firm s would not  be the best  way to prom ote com pet it ion – 

it  would be bet ter to regulate the behaviour of large firm s in the m arket  

instead.  

 

Qu est ion  3  

 

Q0 3 ai  (1-3)  -  The m ajorit y of students correct ly classified the three item s. 
The m ost  com m on error was to list  hotel room s as a visible rather than 
invisible.    
    
Q0 3 ai i  -  The succinct  definit ion of the total value of im ports exceeding the 
total value of exports was rarely given. Over half of students opted for 
sim ply stat ing that  im ports were greater than exports – which scored one 
m ark.  
 
Q0 3 ai i i  -  A quarter of students confused the fiscal budget  deficit  and the 
current  account  deficit ;  such answers were awarded zero m arks. Those who 
did not  m ake this error tended to build a balanced argum ent .   
 
Q0 3 aiv  -  This quest ion was well answered by the m ajorit y of students.  
 
Q0 3 b i  -  The m ajorit y of students selected the correct  response for this 
quest ion.  
 
Q0 3 b i i  -  The m ajorit y of students were able to select  at  least  one relevant  
item  of governm ent  expenditure. 
 
Q0 3 b i i i  -  Over 50%  of students achieved full m arks on this quest ion, giving 
clear and precise definit ions and exam ples. The m ost  com m on error was to 
om it  an exam ple of the type of tax. 
 
Q0 3 ci  -  This quest ion required students to build a clear chain of argum ent .  
Many sim ply stated that  cars and lorr ies led to pollut ion because they use 
pet rol.  Other students chose to argue against  the view that  cars and lorr ies 
are a m ajor source of pollut ion by referr ing to the developm ent  of m ore fuel 
efficient  cars which em it  fewer harm ful em issions. These responses were 
credited.  
 

 



Q0 3 ci i  -  This quest ion was well answered by the m ajorit y of students. Many 
students were able to build a balanced argum ent  and reach a considered 
conclusion. There were m any exam ples of excellent  exam  technique.   
 
Qu est ion  4  

 

Q0 4 ai  -  Alm ost  90%  of students were able to accurately define the key 
term .   
 
Q0 4 ai i  -  The m ajorit y of students found this an accessible quest ion to gain 
two ident ificat ion m arks. The rem aining two m arks were available for 
developm ent  of the point .   
 
Q0 4 ai i i  -  This proved to be a very accessible 6 m ark quest ion. Alm ost  half 
of all students were able to build a balanced two sided argum ent . There 
were som e im pressive full m ark answers.   
 
Q0 4 b i  -  Two thirds of students chose the correct  answer. Cent res are 
rem inded of the need to ensure that  students can correct ly interpret  
exchange rate data.   
 
Q0 4 b i i  -  Students cont inue to find it  challenging to explain exchange rate 
changes using data. A good response is given below:  
 
The pound depreciated against  the euro because in 2013 one pound could 
be exchanged for fewer euros than in 2012. I n 2012 £1 =  €1.21 whereas in 
2013 £1 =  €1.19. Whereas, in 2013, one pound could be exchanged for 
m ore Aust ralian Dollars than in 2012. eg 2012 £1 =  AUD$1.55 whereas in 
2013 £1 =  AUD$1.59.  
 
Q0 4 b i i i  -  This quest ion proved challenging to students with over a third of 
students being awarded zero m arks. A good response is given below.  
  
I f interest  rates r ise in the UK, this will encourage an inflow of hot  m oney 

into the UK from  other nat ions. This is because it  is now m ore at t ract ive to 

save in UK banks. This will increase the dem and for the £ because foreign 

m oney will need to be exchanged into £s to be put  in UK banks. This 

increase in the dem and for the £ will lead to an appreciat ion of the 

exchange rate. This m eans the £ would get  st ronger ( ie £1 would now buy 

m ore Euros) .  

 
 
 
 
 
 
 
 
 
 
 

 



Q0 4 b iv  -  This quest ion proved challenging to students with over a third 
failing to achieve a m ark. A good response is given below.  
 
I f the dem and for im ports r ises then the hom e count ry will dem and m ore 

foreign currency. To get  the foreign currency it  will need to exchange the 

hom e currency for the foreign currency to be able to pay for the foreign 

goods. This will increase the supply of the hom e currency on the foreign 

exchange m arkets which m eans that  the exchange rate will fall 

(depreciate) . This is shown as the supply curve of the hom e currency 

shift ing outwards.   

 

 
 

Q0 4 b v  -  This was a challenging quest ion, but  around a third of students 
were able to build a balanced argum ent , m any reaching excellent  just ified 
conclusions. Several students seem ed to confuse the concepts of 
depreciat ion and deflat ion. A com prehensive response is given below:   
 
The depreciat ion of a count ry’s currency will m ean that  exports appear 

cheaper to foreign buyers and im ports seem  to be m ore expensive. This 

should m ean that  dem and for exports will r ise and the dem and for im ports 

will fall.  This should m ean that  the current  account  balance im proves ( ie a 

current  account  deficit  would fall) .  This could be good for the count ry as it  

could lead to export  led growth and m ore jobs in the export  indust r ies, 

which would reduce unem ploym ent .   

 

However, fewer im ports will also decrease consum er choice at  hom e, which 

m ight  reduce the standard of liv ing of the count ry. A depreciat ion of the 

currency could also lead to cost  push inflat ion, because the price of any 

im ported raw m aterial used by firm s at  hom e would increase. This would 

increase costs of product ion which could be passed on to consum ers in the 

form  of higher pr ices in the shops ( ie inflat ion) .     

 

 

 

 

 



However the final im pact  on the current  account  of the balance of paym ents 

and on the econom y would depend on the price elast icity of dem and for the 

products. I f the im ports are necessit ies ( ie pr ice inelast ic)  eg oil (or if there 

is not  dom est ic alternat ives available)  then the r ise in the price of im ports 

will m ean that  im ports will not  fall by m uch and the am ount  spent  on 

im ports will actually r ise. Sim ilar ly if the dem and for exports is pr ice 

inelast ic (or if the count ry does not  actually m ake things that  other 

count r ies want ) , then a fall in pr ice of exports will actually lead to a fall in 

revenue received. This m eans that  depreciat ion m ay actually lead to a 

deteriorat ion of the current  account  of the balance of paym ents, a reduct ion 

in growth and an increase in inflat ion.   

 



Gr ad e Bou n d ar ies 

 

Grade boundaries for this, and all other papers, can be found on the website on 
this link:  
ht tp: / / www.edexcel.com / iwant to/ Pages/ grade-boundaries.aspx 

 

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


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 

Pearson Educat ion Lim ited. Registered com pany number 872828  
with its registered office at  Edinburgh Gate, Harlow, Essex CM20 2JE 

 


	Examiners’ Report/
	Principal Examiner Feedback
	Summer 2015
	Pearson Edexcel International GCSE
	in Economics (4EC0) Paper 01

