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Extract C (lines 4–5) states that, as a result of trade union action, ‘The hospital trust increased
their £8.21 minimum wage to the London Living Wage of £10.75.’

With the help of a diagram, analyse how a trade union might achieve higher pay for its members.

[9 marks]

1.

The diagram below shows the demand and supply curves for skilled labour (Ds and Ss) and
unskilled labour (Du and Su) and the wage differential (Ws–Wu) between the two types of labour.

 

All other things being equal, which one of the following is most likely to cause a decrease in the
wage differential?

 

A A fall in the demand for unskilled workers

B A fall in the size of the labour force

C An increase in the demand for skilled workers

D An increase in the proportion of the labour force with a
degree

[1 mark]

2.

Extract B (lines 13–14) states: ‘It can be argued that supply-side reforms have gone too far in
creating a highly flexible workforce and the government needs to do more in terms of protecting
the nation’s workers’.

Using the data in the extracts and your knowledge of economics, evaluate the view that free
market supply-side reforms to labour markets are beneficial to the UK economy.

[25 marks]

3.
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The table below shows how a firm’s total and average product change, in the short run, with
different inputs of labour.

 
Number of workers Total product Average product

4 128 32

5 260 52

6 420 70

7 497 71

8 528 66

Diminishing marginal returns to labour set in when the firm employs
 

A 5 workers.

B 6 workers.

C 7 workers.

D 8 workers.

[1 mark]

4.

The Resolution Foundation estimates that 1% of adults, about 488 000 people, own 14% of the
UK’s assets – worth about £11 trillion. At the other end of the scale, 15% of adults, about 7.3
million people, either own no assets at all, or are in debt. Meanwhile, income is also unequally
distributed, but not to the same extent as wealth.

Assess the view that, in the UK, the consequences of wealth inequality are more damaging than
the consequences of income inequality.

[25 marks]

5.

Extract E (lines 14–16) states that ‘The market economy is not going to create the jobs by itself
for those workers who are most affected by the change.’

Extract F (lines 4–5) states that ‘taxing productivity-enhancing tools like robots or machines
makes no economic sense.’

Use the extracts and your own knowledge of economics to evaluate whether governments
should allow markets to respond freely to the opportunities and challenges presented by
technological progress, without any state intervention.

[25 marks]

6.

Extract E (lines 4–5) claims that workers in the 18th century saw wages rise in line with
productivity.

With the help of a diagram, explain how advances in modern technology are likely to lead to
rising wages in some industries.

[9 marks]

7.
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All other things being equal, which one of the following is most likely to cause the marginal
revenue product of labour curve in the shoe manufacturing industry to shift to the right?

 

A A decrease in money wage rates in the shoe industry.

B A decrease in the number of workers employed in the shoe industry.

C An increase in the market demand for shoes.

D An increase in the number of firms competing in the shoe industry.

[1 mark]

8.

All other things being equal, the demand for labour is more likely to be wage elastic if
 

A it is difficult to substitute capital for labour.

B the cost of labour is a low percentage of total costs.

C the final product has a high price elasticity of demand.

D the supply curve for labour is wage elastic.

[1 mark]

9.

INVESTIGATION

Scenario

You are an economist working for an organisation which investigates ways to improve the
standard of living of UK citizens.

You have been asked to review changes in living standards and inequality since the 2007–2008
financial crisis.

As part of this investigation, you are to provide answers to the following question.

Study Extracts A, B, and C, and then use these and your knowledge of economics to help you
answer this question. There is also a news report, Extract D, which is to be used with the other
extracts to help you answer this question.

After considering Extract D, and the original evidence in Extracts A, B and C, would you
recommend that the government implement a further substantial increase in the National Living
Wage? Justify your recommendation.

[25 marks]

10.
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The graph shows the market demand for labour (DL = MRPL), the market supply of labour
(SL = ACL), and the marginal cost of labour (MCL), in a particular industry. The employer in this
industry is a monopsonist.

From the graph above, it can be concluded that, in the absence of a trade union or a minimum
wage, the firm will employ

 

A OQ1 workers at a wage of OW1.

B OQ2 workers at a wage of OW1.

C OQ2 workers at a wage of OW2.

D OQ2 workers at a wage of OW3.

[1 mark]

11.
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The diagram below shows two labour supply (S1 and S2) curves for workers qualified to the level
necessary to be employed in a particular industry.

 

All other things being equal, the shift of the supply of labour curve from S1 to S2 is most likely to
be explained by a reduction in

 

A job security for qualified workers in the industry.

B the average wage rate in the industry.

C the productivity of workers in the industry.

D the qualifications required by the industry.

[1 mark]

12.

Extract F (lines 1–3) states: ‘There are aspects of market failure in the social care sector, though
some argue that inappropriate government intervention and a lack of funding are the main
reasons why the system is failing to deliver high quality care.’

Using the extracts and your knowledge of economics, assess policies that might be used to
improve the provision of social care in the UK.

[25 marks]

13.

Explain how the data in Extract D (Figure 2) show that there is likely to be substantial upward
pressure on the wages of care workers by 2041.

[4 marks]

14.

Extract E (lines 5–7) states: ‘Until the 1990s, almost all workers in the care sector were
employed by the government, which acted as a monopsonist by keeping wages low.’

With the help of a diagram, explain how a monopsonistic public sector can lead to low pay for
social care work.

[9 marks]

15.
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An increase in the national minimum wage may be used to make the distribution of income more
equal. Such a policy is most likely to be effective when the elasticity of demand for labour in
low-paid work is

 

A elastic.

B inelastic.

C perfectly elastic.

D unitary elastic.

[1 mark]

16.

The average university graduate can expect to earn more over their working life than the average
school leaver.

This is most likely to be explained by
 

A discrimination in the labour markets for non-graduates.

B the higher marginal revenue productivity of graduates.

C the higher price elasticity of demand for graduates.

D the relatively low elasticity of supply of non-graduates.

[1 mark]

17.

Extract E (lines 3–4) states: ‘significant pay gaps remain, even when education and occupation
are taken into account, particularly for those born outside the UK.’

Using the extracts and your knowledge of economics, evaluate possible government policies to
reduce the ethnic pay gap.

[25 marks]

18.

Extract B (lines 16–18) states that, ‘Gig economy defenders claim that today’s flexible labour
markets offer modern workers the opportunity to move freely between jobs and this gives them
more choice over their working hours.’

Assess the view that government intervention in the UK labour market is necessary to protect the
interests of people who are working in the gig economy.

[25 marks]

19.

Extract F (lines 18–19) states: the Government ‘could also take steps to recognise foreign
qualifications, thus removing obstacles for well-qualified foreign-born workers.’

With the help of a diagram, explain how UK firms not recognising foreign qualifications may lead
to some ethnic groups receiving lower pay.

[9 marks]

20.
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Explain how the data in Extract D (Figure 2) show that the ethnic pay gap is more significant for
older ethnic minority employees.

[4 marks]

21.

Using the data in Extract D (Figure 1), calculate how much a worker of Bangladeshi ethnicity
earned on average in 2018, given that a White British worker earned £28 677. Give your answer
to the nearest pound.

[2 marks]

22.

The diagram below shows the marginal cost (MCL), average cost (ACL) and marginal revenue
product (MRPL) curves for labour in a specialised computer programming industry.

Following a series of mergers between firms in this industry, a single large firm remains as a
monopsony employer.

23.

Which one of the following is the most likely to result from a competitive labour market being
replaced by a monopsony employer?

 

A The total amount paid in wages will fall from
(W2 × Q2) to (W3 × Q1).

B The total amount paid in wages will increase from
(W3 × Q1) to (W1 × Q1).

C The wage rate will fall from W1 to W2.

D The wage rate will increase from W3 to W2.

[1 mark]
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Essay 3

Data from the Organisation for Economic Co-operation and Development (OECD) suggest that
countries with very different levels of pre-tax income inequality often have similar levels of
post-tax income inequality.

Evaluate whether the best way to reduce inequality in disposable income is to reduce differences
in pre-tax incomes rather than through taxes and welfare benefits.

[25 marks]

24.

Essay 3

Data from the Organisation for Economic Co-operation and Development (OECD) suggest that
countries with very different levels of pre-tax income inequality often have similar levels of
post-tax income inequality.

Explain the main causes of inequality in the distribution of pre-tax incomes.

[15 marks]

25.
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Mark schemes

 

Level of
response

Response: Max
9 marks

3

•     is well organised and develops one or more of the key issues that are
relevant to the question

•     shows sound knowledge and understanding of relevant economic
terminology, concepts and principles

•     includes good application of relevant economic principles and/or good
use of data to support the response

•     includes well-focused analysis with a clear, logical chain of reasoning
•     includes a relevant diagram that will, at the top of this level, be accurate

and used appropriately.

7–9
marks

2

•     includes one or more issues that are relevant to the question
•     shows reasonable knowledge and understanding of economic

terminology, concepts and principles but some weaknesses may be
present

•     includes reasonable application of relevant economic principles and/or
data to the question

•     includes some reasonable analysis but it might not be adequately
developed and may be confused in places

•     may include a relevant diagram.

4–6
marks

1

•     is very brief and/or lacks coherence
•     shows some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     demonstrates very limited ability to apply relevant economic principles

and/or data to the question
•     may include some very limited analysis but the analysis lacks focus

and/or becomes confused
•     may include a relevant diagram but the diagram is not used and/or is

inaccurate in some respects.

1–3
marks

1.
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Suggested diagram

A labour market diagram is expected, showing how trade unions can negotiate for a higher wage
than that prevailing in an otherwise competitive labour market. However, other appropriate
diagrams should be given credit, for example a diagram showing the impact of a trade union
negotiated wage in a monopsonistic labour market (such as the market for hospital workers in
the UK), or a diagram showing a labour supply curve shifted to the left.

 

Relevant issues include:

•   definitions of trade union and pay
•   explanation of the diagram, showing impact of higher wage and comparison with

non-unionised wages. Analysis of impact on employment is not expected.
•   how a union may engage in collective bargaining for the benefit of its members
•   explanation of types of actions taken by unions, such as strikes, work-to-rule, litigation,

media campaigning, and how they can lead to higher negotiated pay settlements
•   how a union may act as a monopoly supplier, or at least have some degree of monopoly

power in the labour market
•   use of extracts (particularly Extract C) in explaining how unions have acted to protect the

interests of workers and secured higher pay.

[9]

D

[1]
2.
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Areas for discussion include:

•   definitions/explanations: free market, supply-side, supply-side reforms, labour markets,
macroeconomic performance

•   explaining different free market supply-side reforms to labour markets such as:
○   flexible working practices
○   trade union reforms
○   changes to income tax
○   changes to benefits
○   legislation changes and deregulation

•   explaining the benefits of supply-side labour market reforms such as:
○   lower inflation rates due to lower costs of production
○   lower unemployment rates due to flexible working
○   improved export performance due to improved competitiveness
○   increased economic growth due to rising productivity
○   attracting FDI and both short-run and long-run growth

•   explaining the problems of supply-side labour market reforms such as:
○   rising costs to firms due to retraining costs
○   insecurity leading to a lack of investment in human capital and growth
○   welfare benefit cuts leading to a lack of consumption, AD and growth
○   instability for individuals and low real wages
○   possible damages to economic growth through low wages, low skill and low

productivity
•   considering other factors other than the macroeconomic performance such as effects on

standards of living, government finances or inequality
•   considering or contrasting with interventionist supply-side approaches
•   considering the long-term or short-term effects
•   considering impacts on various markets, such as the impact of zero-hours contracts on the

housing market.

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the student’s response to the question.

3.
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Level of
response

Response Max 25
marks

5

Sound, focused analysis and well-supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the response
•     includes well-focused analysis with clear, logical chains of reasoning
•     includes supported evaluation throughout the response and in a final

conclusion.

21 – 25
marks

4

Sound, focused analysis and some supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes some good application of relevant economic principles to the

given context and, where appropriate, some good use of data to support
the response

•     includes some well-focused analysis with clear, logical chains of
reasoning

•     includes some reasonable, supported evaluation.

16 – 20
marks

3

Some reasonable analysis but generally unsupported evaluation that:
•     focuses on issues that are relevant to the question, showing satisfactory

knowledge and understanding of economic terminology, concepts and
principles but some weaknesses may be present

•     includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places

•     includes fairly superficial evaluation; there is likely to be some attempt to
make relevant judgements but these aren’t well-supported by arguments
and/or data.

11 – 15
marks

2

A fairly weak response with some understanding that:
•     includes some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     includes some limited application of relevant economic principles to the

given context and/or data to the question
•     includes some limited analysis but it may lack focus and/or become

confused
•     includes some evaluation which is weak and unsupported.

6 – 10
marks

1

A very weak response that:
•     includes little relevant knowledge and understanding of economic

terminology, concepts and principles
•     includes application to the given context which is, at best, very weak
•     includes attempted analysis which is weak and unsupported.

1 – 5
marks

[25]

C

[1]
4.
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Areas for discussion include:
•   explanation of the distinction between wealth and income
•   the sources of wealth (inheritance, gifts, accumulated earned income, etc.)
•   the sources of income (wages, rent, interest, dividends, etc.)
•   the trends in wealth and income inequality in the UK
•   how useful it is to consider inequality as a snapshot in time rather than looking at inequality

across entire lifetimes (eg students are very likely to have low income, but likely to have
high social mobility)

•   the consequences of wealth inequality
◦   unequal distribution of property, causing some to live in low-quality homes, or having

to frequently move house
◦   asset bubbles and property speculation
◦   the hindrance of social mobility via the wealthy affording better education, health,

cultural goods
◦   impact on poverty, including child poverty and pensioner poverty
◦   impact on income inequality, as wealth creates income via interest, rent and

dividends
◦   the argument that only the wealthy can afford to take big risks as entrepreneurs, so

have access to high risk/ high reward opportunities
◦   envy and jealousy leading to social problems
◦   intergenerational problems arising from (mainly) property inequality, the changing

nature of university funding
•   the consequences of income inequality

◦   a sense of unfairness, especially if associated with discrimination or
gender/race-based pay gaps

◦   impact on aggregate demand
◦   impact on economic growth and performance
◦   impact on social indicators, such as crime, education, physical health, mental health
◦   several of the factors listed above under wealth inequality

•   analysis of policies currently used by the UK government (eg inheritance tax, income tax,
capital gains tax, national insurance) and whether these are progressive, proportional or
regressive

•   analysis of other possible policies such as restrictions on second homes, ‘mansion tax’,
forcing independent schools to charge VAT

•   analysis of policies to prevent inequality between the top 1%/0.1% and the rest of the
population

•   the tendency of markets to increase rather than decrease inequality
•   the argument that wealth and income inequality are not serious issues because of the

trickle-down effect
•   the argument that some degree of income and wealth inequality is inevitable in a market

economy and perhaps desirable, to provide incentives and allocate resources effectively
•   the argument that neither is worse than the other, that they are equally damaging.

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the candidate’s response to the question.

5.
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Level of
response

Response Max 25
marks

5

Sound, focused analysis and well-supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the response
•     includes well-focused analysis with clear, logical chains of reasoning
•     includes supported evaluation throughout the response and in a final

conclusion.

21 – 25
marks

4

Sound, focused analysis and some supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes some good application of relevant economic principles to the

given context and, where appropriate, some good use of data to support
the response

•     includes some well-focused analysis with clear, logical chains of
reasoning

•     includes some reasonable, supported evaluation.

16 – 20
marks

3

Some reasonable analysis but generally unsupported evaluation that:
•     focuses on issues that are relevant to the question, showing satisfactory

knowledge and understanding of economic terminology, concepts and
principles but some weaknesses may be present

•     includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places

•     includes fairly superficial evaluation; there is likely to be some attempt to
make relevant judgements but these are not well-supported by arguments
and/or data.

11 – 15
marks

2

A fairly weak response with some understanding that:
•     includes some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     includes some limited application of relevant economic principles to the

given context and/or data to the question
•     includes some limited analysis but it may lack focus and/or become

confused
•     includes some evaluation which is weak and unsupported.

6 – 10
marks

1

A very weak response that:
•     includes little relevant knowledge and understanding of economic

terminology, concepts and principles
•     includes application to the given context which, at best, is very weak
•     includes attempted analysis which is weak and unsupported.

1 – 5
marks

[25]
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Areas for discussion include:
•   what is meant by technological progress
•   the historical impact of technological progress and how it has affected labour markets
•   current issues around technological unemployment (eg self-service supermarket

checkouts, driverless trucks, self-service ticket machines)
•   the likely impact on jobs and wages
•   concerns about the impact of technological progress on inequality and poverty, linked to

regional and sectoral differences (making use of Extract D)
•   labour market imperfections which make it difficult for unemployed worker to transfer into

other jobs or locations
•   how automation is now threatening well-paid, high-status jobs such as surgeons and

accountants, not only manufacturing or retail work, and that the determining factor for
automation risk is whether the tasks are routine or varied

•   the optimists’ argument that robots will only be used where profit can be made, and this
requires a customer base who need to have a source of income (most likely to come from
wages)

•   the benefits of allowing the price mechanism to function
•   analysis and assessment of the consequences of technological progress as a result of

dynamic efficiency on costs, output, quality in product markets
•   analysis and assessment of: the UBI proposal, a robot tax, retraining programmes, job

creation programmes or any other appropriate form of intervention
•   discussion of possible government failure when designing policies in such a fast-moving

area
•   the case against intervention, to allow market forces to redistribute labour and other factors

of production to where they are demanded
•   the view that the basic economic problem of scarcity is unlikely to be solved and hence

new jobs will always be created to replace those that are lost
•   evaluation of how much automation is actually a problem that needs to be addressed
•   market failure arguments
•   government failure arguments.

6.
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Level of
response

Response Max
25 marks

5

Sound, focused analysis and well-supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the response
•     includes well-focused analysis with clear, logical chains of reasoning
•     includes supported evaluation throughout the response and in a final

conclusion.

21 – 25
marks

4

Sound, focused analysis and some supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes some good application of relevant economic principles to the

given context and, where appropriate, some good use of data to support
the response

•     includes some well-focused analysis with clear, logical chains of
reasoning

•     includes some reasonable, supported evaluation.

16 – 20
marks

3

Some reasonable analysis but generally unsupported evaluation that:
•     focuses on issues that are relevant to the question, showing satisfactory

knowledge and understanding of economic terminology, concepts and
principles but some weaknesses may be present

•     includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places

•     includes fairly superficial evaluation; there is likely to be some attempt to
make relevant judgements but these are not well-supported by arguments
and/or data.

11 – 15
marks

2

A fairly weak response with some understanding that:
•     includes some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     includes some limited application of relevant economic principles to the

given context and/or data to the question
•     includes some limited analysis but it may lack focus and/or become

confused
•     includes some evaluation which is weak and unsupported.

6 – 10
marks

1

A very weak response that:
•     includes little relevant knowledge and understanding of economic

terminology, concepts and principles
•     includes application to the given context which, at best, is very weak
•     includes attempted analysis which is weak and unsupported.

1 – 5
marks

[25]
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Level of
response

Response Max
9 marks

3 •     is well organised and develops one or more of the key issues that are
relevant to the question

•     shows sound knowledge and understanding of relevant economic
terminology, concepts and principles

•     includes good application of relevant economic principles and/or good
use of data to support the response

•     includes well-focused analysis with a clear, logical chain of reasoning
•     includes a relevant diagram that will, at the top of this level, be accurate

and used appropriately.

7 – 9
marks

2 •     includes one or more issues that are relevant to the question
•     shows reasonable knowledge and understanding of economic

terminology, concepts and principles but some weaknesses may be
present.

•     includes reasonable application of relevant economic principles and/or
data to the question.

•     includes some reasonable analysis but it might not be adequately
developed and may be confused in places

•     may include a relevant diagram.

4 – 6
marks

1 •     is very brief and/or lacks coherence
•     shows some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     demonstrates very limited ability to apply relevant economic principles

and/or data to the question
•     may include some very limited analysis but the analysis lacks focus

and/or becomes confused
•     may include a relevant diagram but the diagram is not used and/or is

inaccurate in some respects.

1 – 3
marks

7.
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A labour market diagram is expected, showing the MRP curve shifting right, as technological
progress increases labour productivity.

 

•   other reasonable diagrams are acceptable, eg cost curve diagrams.

Relevant issues include

•   how automation and technological progress boost labour productivity within industries and
markets

•   connection between MPP, MRP and the demand for labour
•   why labour productivity is likely to affect the wage rate
•   how machines create a derived demand for workers who can maintain the machines, and

the impact of this on jobs and wages
•   how advances in technology can lead to new products and/or lower prices creating derived

demand for workers to produce the good and therefore higher wages
•   how advances in technology can lead to lower costs and an increase in profits which may

lead to an increase in wages.

[9]

C

[1]
8.

C

[1]
9.
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Level of
response

Response Max
25 marks

Level 5 Sound, focused analysis and well-supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles and, where

appropriate, good use of data to support the response
•     includes well-focused analysis with clear, logical chains of reasoning
•     includes supported evaluation throughout the response and in a final

conclusion.

21 – 25
marks

Level 4 Sound, focused analysis and some supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles and, where

appropriate, some good use of data to support the response
•     includes some well-focused analysis with clear, logical chains of

reasoning
•     includes some reasonable, supported evaluation.

16 – 20
marks

Level 3 Some reasonable analysis but generally unsupported evaluation
that:
•     focuses on issues that are relevant to the question, showing

satisfactory knowledge and understanding of economic terminology,
concepts and principles but some weaknesses may be present

•     includes reasonable application of relevant economic principles and,
where appropriate, some use of data to support the response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places

•     includes fairly superficial evaluation; there is likely to be some attempt
to make relevant judgements but these aren’t well-supported by
arguments and/or data.

11 – 15
marks

Level 2 A fairly weak response with some understanding that:
•     includes some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     includes some limited application of relevant economic principles

and/or data to the question
•     includes some limited analysis but it may lack focus and/or become

confused
•     includes some evaluation which is weak and unsupported.

6 – 10 marks

Level 1 A very weak response that:
•     includes little relevant knowledge and understanding of economic

terminology, concepts and principles
•     includes analysis which is, at best, very weak
•     includes attempted evaluation which is weak and unsupported.

1 – 5 marks

10.
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Relevant issues and areas for discussion include:

•   explanation of the NLW as a legal minimum wage for those over 25
•   analysis of the impact of a minimum wage in competitive labour markets
•   the significance of the wage elasticities of the demand and supply of labour for the impact

on employment/unemployment
•   factors which may affect the elasticities of demand and supply of labour
•   analysis of the impact of a minimum wage in a labour market where employers have

monopsony power
•   possible impact of a minimum wage on aggregate demand, given the different propensities

to consume of different income groups
•   evidence of the impact of minimum wage controls on unemployment in the UK, and

possibly in other countries
•   the significance of new technologies (eg AI) and how they may impact on workers who are

affected by a substantial increase in the NLW
•   discussion of the impact of a substantial increase in the NLW on costs, prices, profits and

competitiveness
•   discussion of ways in which the NLW may affect productivity, offsetting the impact on costs

and competitiveness
•   the impact on inequality and living standards, perhaps making use of the evidence in

Extract D
•   discussion of whether a substantial increase in the NLW is an effective way to reduce

poverty and inequality
•   the impact on wage differentials and the implications for the economy
•   relevant use of the data to support analysis and evaluation of arguments presented
•   normative arguments relating to a substantial increase in the NLW
•   impact on tax revenue and government spending on welfare
•   discussion of whether the organisation should be promoting other policies to improve living

standards rather than focusing its efforts on pushing for a substantial increase in the NLW
•   weighing up the arguments on both sides before coming to a well-supported

recommendation

Good answers are likely to include arguments both for and against a further substantial increase
in the NLW and a well-supported recommendation which could be for or against a substantial
increase in the NLW.

The use of relevant diagrams to support analysis should be taken into account when assessing
the quality of a candidate’s response to the question.

An answer that does not include any evaluation or a supported recommendation must not
be awarded more than 13 marks.

[25]

D

[1]
11.

A

[1]
12.
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Areas for discussion include:

•   trends in social care since privatisation in the 1990s and how privatisation may have led to
lower pay, certainly compared to remaining state care providers

•   rising pressures on the sector as a result of an ageing population with increasing care
demands

•   social care as a merit good and market failure arising from the external benefits of social
care

•   lack of funding from central government, restricting local government ability to pay for care
•   low pay in the care sector, job insecurity and the fact that many are leaving the care sector

for jobs in retail and supermarkets for better pay and conditions
•   the lack of labour supply is threatening the sector, with high levels of job vacancies (38% of

care homes understaffed, 6.6% of roles vacant)
•   reports of inadequate care in some care homes and the link between low pay, low

motivation and inadequate care
•   bankruptcy of care home providers
•   ineffective regulation by the Care Quality Commission/risk of regulatory capture
•   market failure arising from the low incomes of many of those requiring care
•   discussion of the lack of integration between the care sector and the NHS
•   discussion of a range of policies to include

○   more generous government funding for local authorities
○   subsidies for private providers
○   nationalisation
○   hypothecated tax for care funding/additional taxation
○   a more generous National Living Wage to encourage labour supply
○   a less generous National Living Wage to ease the pressure on care home

companies
○   more investment in training, career development, status, etc
○   promoting union membership
○   professionalisation of workforce to raise standards
○   relaxing immigration policy for care workers to ease recruitment problems
○   providing people in need of care with increased cash welfare benefits to help them

purchase their own care
○   introduce a compulsory insurance system providing people with the ability to

purchase their own care
•   discussion of how the market is likely to develop in the absence of government intervention

and whether the low pay of care workers is likely to be rectified by the market itself
•   discussion of how care might improve if the private sector were to be given a greater role in

the care market
•   market failure arguments
•   government failure arguments.

13.
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Level of
response

Response Max
25 marks

5

Sound, focused analysis and well-supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the response
•     includes well-focused analysis with clear, logical chains of reasoning
•     includes supported evaluation throughout the response and in a final

conclusion.

21 – 25
marks

4

Sound, focused analysis and some supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes some good application of relevant economic principles to the

given context and, where appropriate, some good use of data to support
the response

•     includes some well-focused analysis with clear, logical chains of
reasoning

•     includes some reasonable, supported evaluation.

16 – 20
marks

3

Some reasonable analysis but generally unsupported evaluation that:
•     focuses on issues that are relevant to the question, showing satisfactory

knowledge and understanding of economic terminology, concepts and
principles but some weaknesses may be present

•     includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places

•     includes fairly superficial evaluation; there is likely to be some attempt to
make relevant judgments but these are not well-supported by arguments
and/or data.

11 – 15
marks

2

A fairly weak response with some understanding that:
•     includes some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     includes some limited application of relevant economic principles to the

given context and/or data to the question
•     includes some limited analysis but it may lack focus and/or become

confused
•     includes attempted evaluation which is weak and unsupported.

6 – 10
marks

1

A very weak response that:
•     includes little relevant knowledge and understanding of economic

terminology, concepts and principles
•     includes application to the given context which, at best, is very weak
•     includes attempted analysis which is weak and unsupported.

1 – 5
marks

[25]
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Response Max 4 marks

•     includes evidence that there is likely to be substantial upward pressure on the
wages of care workers by 2041

•     clearly explains how this data is evidence that there is likely to be substantial
upward pressure on the wages of care workers by 2041

4 marks

•     includes evidence that there is likely to be substantial upward pressure on the
wages of care workers by 2041

•     explanation of how this data is evidence that there is likely to be substantial
upward pressure on the wages of care workers by 2041

3 marks

•     includes some evidence that there is likely to be substantial upward pressure
on the wages of care workers by 2041

•     limited explanation of how this data is evidence that there is likely to be
substantial upward pressure on the wages of care workers by 2041

2 marks

•     includes evidence that does not clearly show that there is likely to be
substantial upward pressure on the wages of care workers by 2041

•     no explanation of how this data is evidence that there is likely to be substantial
upward pressure on the wages of care workers by 2041.

1 mark

14.

Relevant issues include:

•   the data show that the UK population is expected to grow by 2041 from 65 648 000 to
72 905 000, by 11%, but the growth in the population is very uneven

•   the size of the elderly population is set to grow from 10 250 000 to 14 545 000, by 41.9%
(65–84 year-olds), from 1 436 000 to 2 887 000, 101% (85–94) and from 128 000 to
360 000, 181% (95+), but the size of the population of working age is only forecast to grow
from 39 182 000 to 39 930 000, by 2.0% in the same period.

•   the very elderly, 85+ and 95+, have more complex, acute and numerous care needs so
require more care than the recently retired

•   given the rapid growth in the elderly population, one would expect demand for care to rise
rapidly, and thus the derived demand for care workers to also rise rapidly

•   at the same time, the negligible growth in the working age population suggests that the
supply of labour into the care sector is likely to grow slower than the demand for labour, so
wages are likely to rise

•   these two factors suggest excess demand for care workers at existing wage rates, and
thus upward pressure on wages.

[4]
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Level of
response

Response: Max
9 marks

3 •     is well organised and develops one or more of the key issues that are
relevant to the question

•     shows sound knowledge and understanding of relevant economic
terminology, concepts and principles

•     includes good application of relevant economic principles and/or good
use of data to support the response

•     includes well-focused analysis with a clear, logical chain of reasoning
•     includes a relevant diagram that will, at the top of this level, be

accurate and used appropriately

7 – 9 marks

2 •     includes one or more issues that are relevant to the question
•     shows reasonable knowledge and understanding of economic

terminology, concepts and principles but some weaknesses may be
present

•     includes reasonable application of relevant economic principles and/or
data to the question

•     includes some reasonable analysis but it might not be adequately
developed and may be confused in places

•     may include a relevant diagram

4 – 6 marks

1 •     is very brief and/or lacks coherence
•     shows some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     demonstrates very limited ability to apply relevant economic principles

and/or data to the question
•     may include some very limited analysis but the analysis lacks focus

and/or becomes confused
•     may include a relevant diagram but the diagram is not used and/or is

inaccurate in some respects.

1 – 3 marks

A monopsonistic labour market diagram is expected, showing employment of q2 workers at a
wage of w2, below the perfectly competitive levels of employment and wage, and below the MRP
of the workers who are employed.

15.
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Relevant issues include:

•   explain what is meant by monopsony
•   explanation of the diagram, showing an equilibrium level of employment below the

competitive level, and a wage below the MRP of labour, and below the competitive market
wage rate

•   the outcomes in the labour market: low pay and low employment
•   the nature of government’s monopsony power in the care worker labour market prior to

privatisation in the 1990s, arising from the fact that almost all care was in the public sector
•   the nature of the monopsony power that currently exists in the care sector, as care homes

bid competitively for care contracts from monopsonistic local authorities, thus receiving low
revenues and being unable to afford higher wages to care workers

•   in order to win care contracts, care homes may engage in a competitive tendering process
with monopsonistic councils, giving them an incentive to offer a low price and that those
firms who win contracts by offering a lower price will find that they have small budgets from
which to pay staff

•   how privatisation has affected low pay by exposing workers to monopsony labour market
power combined with the profit motive of private-sector care homes.

[9]

B

[1]
16.

B

[1]
17.
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Areas for discussion include:

•   there is a significant negative ethnic pay gap between White British and most other
workers, with particularly large gaps between Bangladeshi and Pakistani workers

•   reasons why the pay gap exists
•   reasons why the pay gap differs across different ethnic minorities
•   reasons why the pay gap seems to be declining
•   recognition that the pay gap exists even after controlling for education and occupation
•   costs of the pay gap (eg inefficiency/misallocation of workers and resources, inequality,

poverty, unfairness)
•   macroeconomic impacts of the ethnic pay gap (eg reduced GDP)
•   the fact that some ethnic groups earn more than White British workers, suggesting that this

is not necessarily a problem of discrimination or unfairness, but more a reflection of
cultural, educational and social differences and inequalities

•   discussion of a range of policies to include:
○  anti-discrimination legislation (already in place)
○  requiring all/large firms to disclose data about ethnic pay gaps
○  requiring all/large firms to publish policies to close existing pay gaps
○  public sector organisations leading by example with transparency and plans to tackle

the pay gap
○  accepting foreign qualifications such as school certificates, driving licences, etc
○  ethnic quotas on boards of companies/senior management roles
○  encouraging greater labour force participation by certain ethnic groups

•   overall view of whether policies aimed at reducing the pay gap would be beneficial
•   market failure arguments
•   government failure arguments.

18.
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Level of
response

Response Max 25
marks

5

Sound, focused analysis and well-supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the response
•     includes well-focused analysis with clear, logical chains of reasoning
•     includes supported evaluation throughout the response and in a final

conclusion.

21 – 25
marks

4

Sound, focused analysis and some supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes some good application of relevant economic principles to the

given context and, where appropriate, some good use of data to support
the response

•     includes some well-focused analysis with clear, logical chains of
reasoning

•     includes some reasonable, supported evaluation.

16 – 20
marks

3

Some reasonable analysis but generally unsupported evaluation that:
•     focuses on issues that are relevant to the question, showing satisfactory

knowledge and understanding of economic terminology, concepts and
principles but some weaknesses may be present

•     includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places

•     includes fairly superficial evaluation; there is likely to be some attempt to
make relevant judgements but these aren’t well-supported by
argumentsand/or data.

11 – 15
marks

2

A fairly weak response with some understanding that:
•     includes some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     includes some limited application of relevant economic principles to the

given context and/or data to the question
•     includes some limited analysis but it may lack focus and/or become

confused
•     includes some evaluation which is weak and unsupported.

6 – 10
marks

1

A very weak response that:
•     includes little relevant knowledge and understanding of economic

terminology, concepts and principles
•     includes application to the given context which is, at best, very weak
•     includes attempted analysis which is weak and unsupported.

1 – 5
marks

[25]
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Areas for discussion include:

•   explanation of the gig economy and the difference between terms of employment in the gig
economy and standard employment

•   discussion of the emerging trends that have contributed to the rise of the gig economy,
such as technological progress and online commerce

•   what is meant by the ‘interests of people who are working in the gig economy’
•   discussion of the reasons why some roles/industries are more likely to arise in the gig

economy than others
•   the benefits of gig economy work to the individual, such as: flexibility over hours, ease of

switching between jobs, autonomy from having no supervising manager
•   the costs of gig economy work to the individual, such as lower pay and fewer non-wage

benefits (for example pension, health insurance, maternity benefits)

19.

•   analysis of why wages may be lower and working conditions worse in the gig economy
than in the formal sector

•   benefits and costs of the gig economy to firms and the wider economy, such as greater
labour mobility, lower costs of production, economic efficiency

•   discussion of the impact of the pandemic on the gig economy
•   discussion of possible policies, such as legislation, raising minimum wages, guaranteeing

minimum hours for all roles, redefining gig economy workers as ‘employed’ rather than
‘self-employed’

•   the argument that the need for government intervention is reduced by the existence and
growth of trade unions representing gig economy workers

•   the argument that the need for government intervention is reduced by the fact that some
firms in the gig economy are improving conditions for their workers anyway

•   use of examples
•   market failure arguments
•   government failure arguments.

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the student’s response to the question.
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Level of
response

Response Max
25 marks

5

Sound, focused analysis and well-supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the response
•     includes well-focused analysis with clear, logical chains of reasoning
•     includes supported evaluation throughout the response and in a final

conclusion.

21–25
marks

4

Sound, focused analysis and some supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes some good application of relevant economic principles to the

given context and, where appropriate, some good use of data to support
the response

•     includes some well-focused analysis with clear, logical chains of
reasoning

•     includes some reasonable, supported evaluation.

16–20
marks

3

Some reasonable analysis but generally unsupported evaluation that:
•     focuses on issues that are relevant to the question, showing satisfactory

knowledge and understanding of economic terminology, concepts and
principles but some weaknesses may be present

•     includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places

•     includes fairly superficial evaluation; there is likely to be some attempt to
make relevant judgments but these aren’t well-supported by arguments
and/or data.

11–15
marks

2

A fairly weak response with some understanding that:
•     includes some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     includes some limited application of relevant economic principles to the

given context and/or data to the question
•     includes some limited analysis but it may lack focus and/or become

confused
•     includes attempted evaluation which is weak and unsupported.

6–10
marks

1

A very weak response that:
•     includes little relevant knowledge and understanding of economic

terminology, concepts and principles
•     includes application to the given context which is, at best, very weak
•     includes attempted analysis which is weak and unsupported.

1–5
marks

[25]
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Level of
response

Response Max 9
marks

3 •     is well organised and develops one or more of the key issues that are
relevant to the question

•     shows sound knowledge and understanding of relevant economic
terminology, concepts and principles

•     includes good application of relevant economic principles and/or good
use of data to support the response

•     includes well-focused analysis with a clear, logical chain of reasoning
•     includes a relevant diagram that will, at the top of this level, be accurate

and used appropriately.

7 – 9
marks

2 •     includes one or more issues that are relevant to the question
•     shows reasonable knowledge and understanding of economic

terminology, concepts and principles but some weaknesses may be
present

•     includes reasonable application of relevant economic principles and/or
data to the question

•     includes some reasonable analysis but it might not be adequately
developed and may be confused in places

•     may include a relevant diagram.

4 – 6
marks

1 •     is very brief and/or lacks coherence
•     shows some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     demonstrates very limited ability to apply relevant economic principles

and/or data to the question
•     may include some very limited analysis but the analysis lacks focus

and/or becomes confused
•     may include a relevant diagram but the diagram is not used and/or is

inaccurate in some respects.

1 – 3
marks

20.
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A labour market diagram is expected, showing how market demand for the labour of White
British workers (LDwb) may exceed that of ethnic minority workers (LDe). For a given labour
supply curve, this is likely to result in lower wages for ethnic minority workers (and lower
employment levels).

However, other appropriate diagrams should be given credit.

 

Relevant issues include:

•   explanation of the diagram
•   explanation of the importance of qualifications in applying for positions in the labour market
•   types of qualifications which UK employers value, eg GCSEs, A-Levels, degrees, PhDs
•   explaining that firms will have different demand for workers if only some qualifications are

accepted, even if the workers are otherwise identically qualified
•   even if foreign qualifications are legally acceptable, UK employers may not know much

about them and thus discount them in recruitment and promotion decisions
•   link between not recognising foreign qualifications and perceived MRP of some ethnic

groups
•   different elasticities of supply between different ethnic groups due to problems with

recognition of foreign qualifications
•   impact on labour supply of skills and qualifications (NB: students who draw a diagram

showing different labour supply curves must justify their choice of diagram by providing
analysis of why the labour supply curves differ)

•   the failure to recognise foreign qualifications may lead to workers with foreign qualifications
working in labour markets where few skills are needed, increasing the supply of labour and
reducing the average pay of some ethnic groups.

[9]
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Response Max 4 marks

•     includes evidence that the ethnic pay gap is more significant for older ethnic
minority employees

•     clearly explains how this data is evidence that the ethnic pay gap is more
significant for older ethnic minority employees.

4 marks

•     includes evidence that the ethnic pay gap is more significant for older ethnic
minority employees

•     explanation of how this data is evidence that the ethnic pay gap is more
significant for older ethnic minority employees.

3 marks

•     includes some evidence that the ethnic pay gap is more significant for older
ethnic minority employees

•     limited explanation of how this data is evidence that the ethnic pay gap is more
significant for older ethnic minority employees.

2 marks

•     includes evidence that does not clearly show that the ethnic pay gap is more
significant for older ethnic minority employees

•     no explanation of how this data is evidence that the ethnic pay gap is more
significant for older ethnic minority employees.

1 marks

21.

Relevant issues include:

•   explanation of what is meant by the ethnic pay gap
•   in all ethnic groups shown where there is a negative pay gap, the gap is greater for those

aged 30+ than those aged 16–30
•   Bangladeshis have the biggest difference in pay gap by age (27.9% for over 30s vs 3.1%

for 16–30s)
•   very small difference in pay gap by age for ‘Any other Asian’ though the gap still exists
•   In all ethnic groups shown where there is a positive pay gap, the gap is less for those aged

30+ than those aged 16–30
•   workers of Chinese ethnicity earn more than White British workers, but the gap is less for

over–30s (30%) than 16–30s (42%).

[4]

Calculation: £28 677 × 0.798 = £22 884.25

Answer: £22 884
 

Response: Max 2 marks

For the correct answer, to the nearest pound, with units 2 marks

For the correct answer but not rounded to the nearest pound, and/or without units
OR
For the correct method, but the wrong answer, to the nearest pound, with units

1 mark

[2]

22.

A

[1]
23.
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Areas for discussion include:

•   definition of disposable income, pre-tax income
•   explanation of why incomes differ in a market economy, for example through differences in

supply and demand for labour in different labour markets
•   understanding that incomes can include not solely wages, but also other sources of income

such as rent, interest and dividends
•   advantages and disadvantages of policies that can be used to reduce inequality in pre-tax

incomes
◦   improving social mobility
◦   ensuring equal opportunities in terms of education, health, labour market access and

other determinants of incomes
◦   minimum wages and maximum wages
◦   tackling labour market monopsony power to prevent exploitation of workers
◦   tackling product market monopoly power to prevent excessive dividends from large

firms

24.

•   advantages and disadvantages of policies that can be used to redistribute income after
incomes have been received such as income tax, national insurance and the provision of
welfare benefits

•   evaluation of policy impacts on government finances, social mobility, incentives to work and
take risks, social capital

•   discussion of how inequalities in the distribution of wealth can lead to inequalities in the
distribution of income, and therefore policies to reduce wealth inequality may help reduce
inequalities in income

•   considering the extent to which inequality is undesirable and whether the government
should intervene

•   an assessment of the relative merits of polices to reduce inequality in pre-tax incomes
compared to using the tax-benefit system to reduce inequality in disposable income.

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the student’s response to the question.
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Level of
response

Response Max
25 marks

5

Sound, focused analysis and well-supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the response
•     includes well-focused analysis with clear, logical chains of reasoning
•     includes supported evaluation throughout the response and in a final

conclusion.

21–25
marks

4

Sound, focused analysis and some supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes some good application of relevant economic principles to the

given context and, where appropriate, some good use of data to support
the response

•     includes some well-focused analysis with clear, logical chains of
reasoning

•     includes some reasonable, supported evaluation.

16–20
marks

3

Some reasonable analysis but generally unsupported evaluation that:
•     focuses on issues that are relevant to the question, showing satisfactory

knowledge and understanding of economic terminology, concepts and
principles but some weaknesses may be present

•     includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places

•     includes fairly superficial evaluation; there is likely to be some attempt to
make relevant judgments but these aren’t well-supported by arguments
and/or data.

11–15
marks

2

A fairly weak response with some understanding that:
•     includes some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     includes some limited application of relevant economic principles to the

given context and/or data to the question
•     includes some limited analysis but it may lack focus and/or become

confused
•     includes attempted evaluation which is weak and unsupported.

6–10
marks

1

A very weak response that:
•     includes little relevant knowledge and understanding of economic

terminology, concepts and principles
•     includes application to the given context which is, at best, very weak
•     includes attempted analysis which is weak and unsupported.

1–5
marks

[25]
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Areas for discussion include:

•   explanation of inequality and how it can relate both to pre-tax and post-tax incomes
•   how market incomes include wages, rent, interest and profit dividends
•   how labour markets can lead to a wide range of wages as a result of differences in labour

demand, marginal revenue product (MRP), labour supply
•   how discrimination affects wages and inequality
•   how wealth inequality can lead to income inequality as rent, interest and profits tend to

accrue to those who are wealthy

25.

•   how inequality in income can be the result of inequalities in opportunities from an early
stage, including education, health, nutrition and regional disparities

•   how other labour market imperfections might lead to rising inequality
◦   monopoly and monopsony power
◦   information asymmetry
◦   externalities
◦   immobile factors of production

•   use of examples.

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the student’s response to the question.

 

Level of
response

Response: Max
15 marks

3

A good response provides an answer that:
•     is well organised and develops a selection of the key issues that are

relevant to the question
•     shows sound knowledge and understanding of economic terminology,

concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the
response

•     includes well-focused analysis with clear, logical chains of reasoning.

11–15
marks

2

A reasonable response provides an answer that:
•     focuses on issues that are relevant to the question
•     shows satisfactory knowledge and understanding of economic

terminology, concepts and principles but some weaknesses may be
present

•     includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places.

6–10
marks

1

A weak response provides an answer that:
•     has identified one or more relevant issues
•     has some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     has very limited application of relevant economic principles to the given

context and/or data to the question
•     might have some limited analysis but it may lack focus and/or become

confused.

1–5
marks

[15]
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Explain how marginal revenue product can help to determine both wage rates and employment
in particular occupations.

[15 marks]

1.

 
‘…any negative economic effects of trade unions are outweighed by the positive effects of trade
union activities on wages, discrimination and exploitation’ ( The Global Context Extract C, lines
21–23).

Using the data and your economic knowledge, evaluate whether governments, such as those of
the UK or China, should intervene in labour markets to increase trade union membership.

[25 marks]

2.

 
Although there have been laws against wage discrimination in the UK for many years, women’s
average wages are still about 20% lower than those of men.

Assess the view that increased female membership of trade unions would be the most effective
way to raise women’s earnings.

[25 marks]

3.

 
Although there have been laws against wage discrimination in the UK for many years, women’s
average wages are still about 20% lower than those of men.

Explain the factors that might account for the continuing difference between male and female
earnings.

[15 marks]

4.

 
‘The European Union (EU) wishes to improve the mobility and flexibility of labour’ ( The
European Union Context Extract F, line 6).

Evaluate the possible costs and benefits for the UK economy of the free movement of labour
within the EU.

[25 marks]

5.

 
The European Union Context Extract E gives examples of wage differentials.

Explain what is meant by the term ‘wage differentials’ and analyse two reasons, suggested by
economic theory, why wage differentials occur.

[9 marks]

6.
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THE EUROPEAN UNION CONTEXT

Extract E: Wage differentials in the UK in 2008
 

In 2008, the average doctor in general practice earned £105 000 and, while the average
earnings of dentists doing NHS work were £89 000, over 700 dentists earned more than
the Prime Minister, who earned £190 000. The Lord Chief Justice earned £236 000 and
the Director-General of the BBC earned £816 000. The average annual earnings of all
UK workers in full-time employment was around £30 000. Someone with a normal
full-time working week on the national minimum wage would have earned about £11 000
over the year.

1
 
 
 
5
 
 

Source: news reports, 2009

7.

 
Using the data and your economic knowledge, evaluate the view that intervention in the fishing
industry by the EU is unlikely to correct market failure but is likely to result in government failure
in both UK product markets and UK labour markets.

[25 marks]

8.

 
THE EUROPEAN UNION CONTEXT

Extract C: Quantity and value of fish landed in UK ports, all species
 

  2003 2006 2009 Year Y (forecast)

Quantity of fish (tonnes) 700 000 530 000 500 000 400 000

Index of quantity of fish           140           106           100 ?

Value (£ million)           475           590           611                 620

Index of value of fish             78             97           100                 101

Sources: official statistics and industry information, 2010

9.
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THE EUROPEAN UNION CONTEXT

Extract D: Changing markets and EU policy: the case of Grimsby
 

Deep sea fishermen have been called the last of the hunter-gatherers. They chase a
scarce natural resource which is not farmed or domesticated. While there is pressure to
achieve economies of scale, large super-efficient factory ships are in danger of eradicating
the very raw material upon which they rely. The market for fish operates efficiently in
many ways, with buyers and sellers who have good knowledge of the product and of
prices. However, at the European Union level, a great deal of time and money is spent on
trying to reduce failures in this market for fish.

Marine scientists have said that, without government intervention, fish stocks will collapse
completely by 2050 and that intervention is necessary to prevent various market failures.
Sea fish are not a public good, although they tend to be treated as one largely due to
a lack of property rights. For the past 30 years, the national fisheries of EU member
states within Community waters have been governed by the Common Fisheries Policy
(CFP). The CFP includes measures which are aimed at conservation by regulating the
amount of fish taken from the sea, controlling the fishing methods that are used, and
policies for matching supply and demand. Policies include quotas and restrictions on the
times that boats can spend at sea. Trawler captains usually operate as small business
entrepreneurs, often with expensive loans, and have costs to pay even when a boat is laid
up in harbour. New boats cost about £25 million and EU licences can insist that, when
taken out of service, the boats are destroyed. Ultimately, these boats have to be efficient
enough to catch sufficient fish to earn a profit during the equivalent of only two months at
sea each year.

The CFP has been widely criticised. For example, critics claim that quotas are wasteful
since, if too many fish are caught, perfectly edible fish have to be dumped at sea rather
than brought ashore. On the other hand, supporters of the CFP would argue that it gives
hope of avoiding the collapse of stocks or even the complete extinction of some species.

In the 1950s, deep sea fishing was a multi-million pound business and Grimsby in North
Lincolnshire was the largest fishing port in the world. Generations of families found
employment in fishing and its related industries, such as food manufacture. The UK’s first
frozen ‘fish finger’ was produced in Grimsby in 1955. Demand in product markets leads
directly to a derived demand in labour markets and the CFP has had a massive impact on
towns such as Grimsby.

Nationally, fisheries represent well under one per cent of the UK economy. However,
their effects on local and regional labour markets are much greater than this figure would
suggest. Workers in the fishing industry tend to be immobile occupationally, in terms of
their experience and skills, and geographically, in terms of where they are prepared to live
and work.

In 1964, 22 000 fishermen were employed in the UK. This fell slowly to 21 000 in 1994 and
then more rapidly to 12 000 by 2009. While fishing has been in decline for many years,
Grimsby retains several major companies which produce some of the best known brands
of fish and other frozen food products in the UK. Also, Grimsby still has the largest fish
market in the UK, although most of what is sold is now transported to Grimsby by road
from other ports or imported in container ships. New industries such as light engineering,
chemicals and plastics have become important employers. Grimsby, like many other
towns, relies heavily on retailing as a source of employment, together with tourism in the
nearby resort of Cleethorpes.

1
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Sources: news reports and industry information, 2010
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Mark schemes

 
 

For relevant definitions, eg

•     marginal product

•     marginal revenue product

•     wage rates.

1.

 

Employment: In a perfectly competitive labour market the wage rate is the price of labour
and the employer is a price taker MRP falls as a firm takes on more employees; as long as
wage rate < MRP it is worth taking on more staff; where WR = MRP the employer stops
taking on more employees.

Wage rates: determined on the labour market; within a firm the above theory suggest that
each worker receives MRP; conditions for a perfect labour market.

•     Wider arguments: elasticity of demand for labour, MRP considers demand side; must
also consider supply side of labour; can argue that MRP is of limited use, due to
market ‘imperfections’, bilateral monopoly, collective bargaining etc.

[15]
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Issues and areas for discussion include:

 

Introduction •     Definitions/descriptions of eg trade union, collective
bargaining.

Developing the
response to the
question
(application)

•     Relevant use of theory, eg effects of collective bargaining
•     Evidence from the data, eg reference to
      ◦     British trade unions (Extracts A, B)
      ◦     Chinese experience (Extract C)
      ◦     multinational behaviour, eg Walmart (Extract C)
      ◦     candidate’s own knowledge, eg relevant application of

      ‘minimum wage’ concepts to this particular context.

Developing the
response to the
question
(analysis)

•     Possible ‘negative’ effects of trade unions, eg
      ◦     slow down productivity gains
      ◦     reduce competitiveness, by, eg
            ▪     increasing costs of production
            ▪     reducing flexibility
            ▪     creating barriers to exit from a market
•     Possible positive effects, eg
      ◦     protect members’ earning power
      ◦     fight discrimination in the workplace
      ◦     improve working conditions, eg
            ▪     health and safety of employees
            ▪     working hours and holiday entitlement
      ◦     may reduce costs (easier to negotiate with a single entity)
•     Use of the perfect competition model in the labour market
•     Use of the imperfect competition model in the labour market.

Evaluation •     positive versus negative aspects
•     consideration of the value-laden word ‘exploitation’ in the

question
•     challenging basic assumptions, e.g. that employers do not

want
to be part of a high wage industry, or that unions are not
interested in flexibility or efficiency, e.g. through multi-skilling
or
training

•     consideration of when is a union not a union (critical view of
the
Chinese model)

•     role of government in general in trade union matters
•     role of UK government in particular
•     question the implication contained in the data (Extract C),

that
workers rights are incompatible with investment in and growth
of
businesses.

Examiners should note that, for some of the weaker or average
students, parts of the above represent quite sophisticated
evaluation and so it is important to ensure that more basic
evaluation is adequately rewarded where a genuine effort has
been made to display that skill.

2.
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Also give credit for •     relevant diagrams
•     an overall judgement on the issues raised.

It will only be possible for students to consider a few of the above. They may also discuss issues
not discussed above.

[25]

 

Issues and areas for discussion include
 

Introduction •     Functions of trade unions

•     Impact of collective bargaining

Developing the
response to the
question:

•     Factors affecting union power, e.g:

◦     Membership levels

◦     Militancy

◦     Industrial legislation

•     Unions and:

◦     Competitive labour markets

◦     Monopsony labour markets

•     Likely effects of unions on:

◦     Female wages

◦     The level of female employment

◦     Types of jobs available to women

◦     Working conditions, e.g:

     ◦     Health and safety

     ◦     Employment practices, e.g. status and protection of part-time
staff

Evaluation •     discussing whether unionisation is the best method of closing the
gender gap, or whether other methods would be more effective, e.g:

◦     government legislation

◦     directing education and training at women

◦     leaving it to market forces

[25]
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Explanation:
 

For candidates who:

•     Define or explain ‘earnings’ eg wage is the ‘price’ of labour, and relate this to the supply
of labour (monetary rewards, non-monetary rewards) and its demand (derived
demand, marginal revenue product).

•     Argue that the labour market is not a perfect market, and/ or that wage discrimination is
a form of price discrimination, and identify key factors in the gender pay gap, e.g:

◦     Human capital differences (educational levels, experience, breaks from paid work,
etc.) which lead to differences in marginal revenue product

◦     Part time working (more likely for women than men)

◦     Travel patterns/ commuting distance differences

◦     Occupational segregation (some jobs regarded as ‘women’s work’, especially in
retail and caring professions)

◦     Workplace segregation (differences in job-grading, appraisal, promotion prospects,
etc)

◦     Women less likely to be unionised (leads on to part (b)

 

Human capital is a factor in gender discrimination. In the past, men and women have
had different life chances in terms of educational qualifications, work experience and
family expectations) While these differences have lessened due to more equal
opportunities women are still more likely than men to take a career break for children
and other dependents. This takes women out of the promotion ladder and might lead to
employers preferring male to female employees.

[15]
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The issues identified below are intended to provide an indication of some of the areas which
might be discussed. Candidates can only be expected to consider a few of these and/or other
issues in the time available.

Issues and areas for discussion include:
 

Introduction •     distinction between mobility and flexibility

•     mobility: occupational, geographical

•     flexibility: hiring and firing, skills, etc.

Developing a
response to the
question:

•     Costs to UK economy, eg

◦     Wages depressed by cheap influx of labour

◦     Shortages re-appear when migrants return home

◦     Loss of spending power when earnings are repatriated

•     Benefits to UK economy, eg

◦     Better information

◦     Recognition of UK qualifications in EU

◦     Job opportunities in EU for UK workers

◦     Possible harmonisation of working conditions, tax rates,
pension rights, health services

◦     Skills gaps filled

◦     Labour shortages alleviated

Evaluation: •     benefits versus costs

•     discussion of the ‘proper’ role of government / NHS / other bodies

•     Consideration of monetary / non-monetary factors (Extract F
suggests that a ‘scheme’ was considered necessary to attract
dentists)

•     complications arising from cross-border movements, eg

◦     ‘British jobs for British workers’

◦     Difficulty of long-term stability, when workers can leave as
easily as they can arrive

◦     Effects on economic welfare in the countries that dentists / other
workers leave (the question is UK centric, but there is such a
thing as ‘interdependence’ − what if other countries respond by
trying to ‘poach’ key UK workers?)

•     Other considerations

◦     Pressure on housing / schools and benefits

◦     Possible multiplier effects

◦     Implications for government tax revenues

◦     Impact on wage inflation and economic growth

5.
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◦     Significance of ‘flexibility’ in general.

Examiners should note that it may be possible to award some marks for
basic evaluation such as consideration of a number of pros and cons.
However, this must be considered as lowlevel evaluation and rewarded
accordingly. Stronger evaluation would prioritise the benefits and costs,
and / or give economic reasons for justifying a judgement on, for
example, whether benefits generally outweigh costs, or whether large
firms on balance benefit more than small firms.

Also give credit
for:

•     relevant use of evidence and examples not contained in the data

•     diagrams

•     an overall judgement on the issues raised

•     use of data

[25]

 
Explanation:

 

Explain (eg define / describe) wage differentials

•     eg in terms of the payment of a different wage rate (or price of labour) to different
groups of workers, and / or between individual workers within the same occupational
group

6.

Analysis:
 

Analyse two reasons for wage differentials, for example:

•     differences in the supply of labour such as inter-occupational skills, training,
responsibilities and elasticity of supply

•     differences in the demand for labour (derived demand)

•     differences in inter-industry marginal revenue productivity

•     growth rates/competition between industries (eg the media are a growth industry, the
DG of the BBC claims he could earn more elsewhere)

•     regional differences/differentials encourage mobility

•     non-market factors, eg government intervention, trade unions, professional groups

•     discrimination.

[9]
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Issues and areas for discussion include:

 

Introduction •     the characteristics of government intervention

•     distinction between product and labour markets

•     meaning of market failure, government failure

•     meaning of market failure in the fishing industry

Developing the
response to the
question:

Application

Discussion based on information from the data related to, for example,

•     product market, e.g. price and quantity of fish, effects of quotas

•     labour market, e.g. collapse of employment in the trawler industry

•     wider fishing industry, e.g. processing.

Developing the
response to the
question:

Analysis

•     marginal cost and marginal private benefit of fishing: an overfishing
equilibrium

•     types of government intervention, e.g. taxes, subsidies, quotas

•     effects of government intervention on prices and quantities

•     the possibility that the CFP actually encourages large-scale fishing
and therefore defeats the conservation objective (there are strong
hints in the data pointing to this conclusion)

•     links between product markets and labour markets, eg. the concept
of derived demand

•     market failures in the fish product market, e.g. lack of information,
externalities

•     higher fish prices do not incentivise further supply from ‘producer’,
as the producer is nature not man

•     higher prices incentivise even more over-fishing for the profits
available

•     market failures in the fishing labour market, e.g. occupational
immobility, geographical immobility

•     the inefficiency of EU bureaucracy

•     government failure in the fishing market, e.g. bureaucracy, irrational
policies (waste of dumping the ‘wrong’ fish), information failure

•     regional downward multiplier effects.

Evaluation •     need for international action

•     rationale for EU intervention

•     possibility that EU and national governments act out of step, or
even in conflict with each other

•     possibility that a policy can benefit a product market while harming
a labour market, or vice versa

•     the option of non-intervention; argument that product markets work

•     arguments that labour markets work, e.g. the data mentions

8.
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diversification in the Grimsby area

•     depends on what is done over what time period, to what extent, and
state of the UK economy.

Examiners should note that, for some of the weaker or average
candidates, parts of the above represent quite sophisticated evaluation
and so it is important to ensure that more basic evaluation is adequately
rewarded where a genuine effort has been made to display that skill.

Also give
credit for

•     relevant use of evidence and examples not contained in the data

•     diagrams

•     an overall judgement on the issues raised.

[25]

Page 12 of 12
S T E M U P . C O . U K

https://stemup.co.uk


 
The price elasticity of demand for labour measures the responsiveness of

 

A the supply of labour to a change in the demand for
labour.

B the wage rate to a change in the demand for
labour.

C the demand for labour to a change in the supply of
labour.

D demand for labour to a change in the wage rate.

[1 mark]

1.

 
Assess the view that wide wage differentials are good for the economy and that governments
should therefore play no part in deciding wage rates.

[25 marks]

2.

 
‘…any negative economic effects of trade unions are outweighed by the positive effects of trade
union activities on wages, discrimination and exploitation’ ( The Global Context Extract C, lines
21–23).

Using the data and your economic knowledge, evaluate whether governments, such as those of
the UK or China, should intervene in labour markets to increase trade union membership.

[25 marks]

3.

 
‘Although the wage differential has increased between top executives and other employees, the
government cannot tell people what they should be paid. However, it should act where there has
been market failure, because labour markets are not perfect.’

Explain three reasons why labour markets may be imperfectly competitive.

[15 marks]

4.

Page 2 of 27
S T E M U P . C O . U K

https://stemup.co.uk


 
It has been suggested that the NMW should be increased so that it is the same as the Living
Wage.

Using The National Minimum Wage After 15 Years, explain the possible effects on individuals
and the economy if the government were to adopt this suggestion.

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

[15 marks]

5.

 
Explain what is meant by ‘monopsonistic demand for labour’ ( The Global Context Extract B,
lines 13-14) and analyse how a trade union can influence wages and employment levels in an
imperfectly competitive labour market.

[9 marks]

6.

 
Using The Global Context Extract A, calculate to one decimal place the percentage decrease
in the number of employees who were union members in 2010 compared with 1995.

[2 marks]

7.
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THE GLOBAL CONTEXT

Extract C: Walmart and China
 

Some global companies are willing to negotiate with trade unions, whilst others try to avoid
them. US company Walmart, the world’s largest retailer and owners of Asda in the UK, has
been known to stop operating in some countries rather than have to recognise unions.

With over a billion people and rising prosperity, China is an irresistible market for the world’s
largest manufacturers, distributors and retailers. Some of these large companies, such as
Walmart, McDonald’s and FedEx, have adopted an anti-union stance in the countries in
which they operate.

In China, however, Walmart has signed ‘collective bargaining’ agreements with the
All-China Federation of Trade Unions (ACFTU). The Federation has 193 million members
and is a monopoly, given that no other trade unions are allowed to operate in China.
Officially, signing the agreement was a voluntary action on Walmart’s part. However, firms
which refuse to sign such agreements are likely to face many difficulties in gaining access
to Chinese markets. Walmart gets a say in the appointment of the trade union Chairman
at its workplaces. This official invariably has close links with the Chinese government. So
now, if Walmart’s management in China wants to close stores, lay off employees, change
workloads or amend working hours, it must consult ACFTU. In effect, this gives the
Chinese government a say in the running of the business.

ACFTU discourages strikes at a time when working conditions in China have come in for
international criticism. ACFTU has also been accused of failing to represent its members
properly because the Chinese government prefers to promote business investment and
business growth at the expense of workers’ rights. However, there is a view that any
negative economic effects of trade unions are outweighed by the positive effects of trade
union activities on wages, discrimination and exploitation. For this reason, it is argued,
the UK government should encourage businesses, wherever they operate in the world, to
engage fully with trade unions.

1
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10
 
 
 
 

15
 
 

 
 

20
 
 
 
 

25

Source: news reports, 2011
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THE GLOBAL CONTEXT

Extract B: Workers united?
 

In 1776, Adam Smith argued that business people often ‘combined’ (today we would say
‘colluded’) in order to fix prices and wages, while ‘combinations’ of workers were illegal.
In his opinion there was an imbalance between the actions of employers and the rights
of employees. In 1948, all members of the United Nations signed up to the Universal
Declaration of Human Rights. Article 23 states: “Everyone has the right to form and to join
trade unions for the protection of their interests.” The Declaration also states that union
membership cannot be made compulsory.

In the UK and in other modern democracies, most people would probably agree with
the Australian Bureau of Statistics that a trade union is ‘an organisation consisting
predominantly of employees, the principal activities of which include the negotiation of
rates of pay and conditions of employment for its members’. To an economist, a trade
union replaces ‘individual bargaining’ with ‘collective bargaining’, which may enable
workers to create a monopolistic supply of labour to counteract the monopsonistic demand
for labour from powerful employers.

A prominent British trade union leader claimed recently that union membership was
holding steady despite major economic difficulties, and advised workers worried about
further shocks to the economy to join a union. He claimed that union members tended to
be better paid than workers who are not part of a trade union but who do the same job.
Union members earn on average nearly 17%, or £2 an hour, more than other workers.

1
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15

Source: news reports, 2011

9.

 
Explain the distinction between ‘monopsony power’ and ‘oligopoly’ ( The European Union
Context Extract E, line 5) and analyse how the market power of supermarkets can affect the
profitability of dairy farms.

[9 marks]

10.

 
THE GLOBAL CONTEXT

Extract A: Trade union membership and density, UK, selected years 1995-2010
 

  1995 2000 2002 2004 2006 2008 2010

Membership
(number of employees, millions)

7.1 7.1 7.0 7.1 7.0 6.9 6.5

Density
(total UK trade union membership
as a % of all UK employees)

32.4 29.8 28.8 28.8 28.3 27.4 26.6

Source: Official statistics, 2011

11.
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The UK government is considering building a high-speed train line (known as HS2) linking
London with cities in the north. It is claimed that HS2 will enable significant reductions in journey
times for passengers and goods.

Explain the likely short-run and long-run effects of investment in infrastructure projects such as
HS2 on both labour and product markets in the UK.

[15 marks]

12.

 
THE EUROPEAN UNION CONTEXT

Extract E: British milk from British cows
 

Milk is the single largest part of the UK agricultural sector by value of output. Almost all
the milk in the UK is purchased by just six major processors who then sell on to a market
dominated by five or six large supermarket chains. UK dairy farmers complain that while
they have to act competitively as price takers, there is a combination of some degree of
monopsony power and oligopoly standing between the farms and the public. They claim
that dairy processors have too much power when they buy milk from the farms and, in turn,
the market for the processors’ output is dominated by the buyers working for large, powerful
supermarkets, which then sell to the public as oligopolists.

The supermarkets argue that British producers are in a weak position because alternative
sources of cheap milk are available for import. The farmers claim that this argument is
unsustainable because, if they were forced into bankruptcy, consumers would have no
alternative but to buy imported milk which would no longer be offered at low prices.

In 2013, there were concerns about complicated supply chains across Europe resulting in a
lack of traceability in meat products, leading to problems such as supermarket beef burgers
containing horse meat. If more dairy farms go out of business, similar problems might occur
with milk.
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15

Sources: news reports and government information, 2013

13.

 
‘Nurses, who benefit society, earn comparatively little, while some bankers, whose work may
cause harm, can earn millions. This is not fair.’

How does economic theory explain such differentials in pay?

[15 marks]

14.

 
‘Government should be concerned about incentives and disincentives to work.
They should not be concerned with fairness in the treatment of various income groups.’

Assess the case for and against governments intervening in labour markets to achieve a fairer
distribution of income.

[25 marks]

15.
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A firm hires 20 workers at £10 per hour but in order to recruit another worker has to pay £11 per
hour. All workers must now be paid the new wage rate. What is the marginal cost of the 21st

worker?
 

A £10

B £11

C £21

D £31

[1 mark]

16.

 
The authors of a report published by the Institute of Economic Affairs have recommended that
the NMW for apprentices and under 18 year olds should be abolished and that each region of the
UK should have its own minimum wage.

Taking into account the information in The National Minimum Wage After 15 Years Extract E
and the original evidence, do you support these recommendations? Justify your answer.

[25 marks]

17.

 
To what extent, if at all, do the data suggest that the level at which the NMW is set in the UK is
damaging to the international competitiveness of the UK economy? You must use the data in The
National Minimum Wage After 15 Years Extract C to support your answer.

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

_______________________________________________________________________

[10 marks]
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The National Minimum Wage after 15 years

Extract E: The National Minimum Wage: silver bullet or poisoned chalice?
 

Since its introduction in 1999, the NMW has increased by 75%, whilst average earnings
have risen by 61% and the Retail Price Index by 53%. A new report, published by the
Institute of Economic Affairs, argues that the NMW should be abolished for apprentices
and under 18-year-olds in the UK to tackle persistently high youth unemployment. The
rate for 16 and 17 year olds is due to rise to £3.79 per hour in October 2014 and to £2.73
per hour for apprentices. The authors of the report also believe that setting a single NMW
is likely to have adverse effects on private sector employment in the regions. In Wales,
for example, the NMW is 70% of median hourly earnings in the private sector, compared
to just 42% in London. The report recommends that the minimum wage should be
regionalised. When determining the minimum wage for each region, differences in
productivity and economic conditions should be taken into consideration.

1
 
 
 
5
 
 
 
 

10

Source: News Reports accessed May 2104

19.

 
The National Minimum Wage after 15 years

Extract D: Calls for employers to commit to paying the Living Wage as the pay gap widens
 

The TUC, the Archbishop of Canterbury and Boris Johnson, the Mayor of London, are just a
few of those who have called on employers to pay their workers a living wage. The Living
Wage is defined as 'the wage that can meet the basic needs to maintain a safe, decent
standard of living within the community'. The Living Wage differs from the minimum wage in
that the latter is set by law and may fail to provide people with enough income to have a
reasonable quality of life. It has been claimed that five million people are paid less than the
Living Wage, which is estimated at £8.80 an hour in London and £7.65 elsewhere.

Proponents argue that paying the Living Wage means workers can live with dignity and not
just exist. By paying the Living Wage, employers can lift their employees out of poverty, debt,
and illness, which will improve family life. Employers benefit because it is easier to recruit and
retain staff, productivity increases, and there is a reduction in sickness and absenteeism.
Government spending on welfare is also reduced. Everyone is a winner.

1
 
 
 
5
 
 

 
 

10

Source: News Reports accessed May 2104

20.

 
The National Minimum Wage after 15 years

Extract B: The National Minimum Wage to rise to £6.50 in October 2014
 

Will a rise in the National Minimum Wage (NMW) damage the competitiveness of the UK
economy? Representatives of businesses in the UK have claimed that the recently
announced 3% increase in the National Minimum Wage is 'unwelcome in today's economic
climate'. Critics of the increase maintain that 'it is essential that businesses remain
competitive and that the above inflation increase in the NMW will add significantly to business
costs'. Yet competitiveness is not just about wages, it also, for example, depends on
productivity, the exchange rate and innovation.

1
 
 
 
5

Source: News Reports accessed May 2104

21.
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The National Minimum Wage after 15 years

Extract C: International comparison of adult minimum wages by country, December 2013
 

Country Minimum wage in UK £s,
using purchasing power
parity exchange rates

Australia 7.79

France 7.77

Belgium 7.02

Netherlands 6.97

Ireland 6.80

New Zealand 6.35

UK 6.31

Canada 5.89

USA 5.31

Japan 4.80

Spain 3.48

Greece 3.40

Portugal 2.91

Source: Extracted from National Minimum Wage – Low Pay Commission 2014

22.
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Adult minimum wages relative to full-time median earnings, by country, 2012

 
Source: The Future Path of the National Minimum Wage - Low Pay Commission 2014

Some countries, such as China and India, do not have a single national minimum wage. In
China, each province sets its own minimum wage to reflect local conditions. In November the
hourly rate in Beijing was equivalent to approximately £1.74, whereas in Hunan it was around
£0.93.

International comparisons of productivity, final estimates for 2012

Current price GDP per hour worked

UK = 100
 

Canada 105

France 132

Germany 131

Italy 111

Japan 89

UK 100

USA 135

G7 average 120

Source: ONS 20 February 2014

Page 10 of 27
S T E M U P . C O . U K

https://stemup.co.uk


 
The National Minimum Wage after 15 years

Extract A: The role of the National Minimum Wage
 

The purpose of the NMW is to provide a wage floor, in order to protect low-paid workers
against exploitation, without causing job losses. Many economists have been wary of
statutory minimum wages: unless they raise the price of labour at the bottom of the wage
distribution above what it would otherwise be they are pointless; but if they raise it then the
fear is that they will curb demand for labour, and curb it to the particular detriment of the least
skilled.

However, others have pointed out that labour markets are not perfectly competitive. There are
costs and risks for workers who want to change jobs, and some employers enjoy a degree of
monopsony power in local labour markets. As a result workers may be paid at levels below
the market-clearing rate. The implication is that a statutory wage floor may raise the pay of
the lowest earners without adverse employment effects. The challenge is to set the level as
high as possible short of causing people to lose jobs.

1
 
 
 
5
 

 
 
 

10

Source: The Future Path of the National Minimum Wage - Low Pay Commission 2014

23.

 
The diagram below illustrates a monopsony labour market following the introduction of a trade
union.

 

24.

The outcome in terms of wages and employment following the introduction of the trade union is
most likely to be

 

A a reduction in wages from W to Y and an increase
in employment from E to F.

B an increase in wages from Z to Y and an increase
in employment from E to F.

C a reduction in wages from W to X and an increase
in employment from E to G.

D an increase in wages from X to W and a reduction
in employment from G to E.

[1 mark]
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Which one of the following is the most likely microeconomic consequence of a fall in tax on
income?

 

A A decrease in demand for labour

B An increase in the demand for exports

C An increase in supply of labour

D A decrease in demand for imports

[1 mark]
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Mark schemes

 
D

[1]

1.
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Issues and areas for discussion include:

 

Introduction •     meaning of ‘differentials’
•     measurement of inequality
•     types of intervention (eg min/max wage).

Developing the
response to the
question
Application/
Analysis

Application

•     candidate knowledge of, eg
•     inequality in the UK
•     recent issues, eg ‘bonus culture‘
•     the argument that inequality is economically dysfunctional.

Analysis

•     arguments in favour of differentials, eg
◦     incentive arguments
◦     trickle-down
◦     encouraging enterprise
◦     encouraging work rather than welfare promoting efficient
      resource allocation

•     arguments for government action
◦     market failure
◦     counter-arguments to trickle-down
◦     general disadvantages of inequality (micro/macro).

•     examples of government action affecting equality, eg
◦     income/wealth taxes
◦     encouraging/discouraging a bonus culture
◦     minimum/maximum wages/ratios between top and
medium pay

•     effects of government action, eg on patterns of spending
(synoptic macro point: mpc and mps of low/high income
groups)

•     the role of the government as an employer.

Evaluation •     overall assessment of whether inequality is ‘good’ for the
economy

•     possible economic disfunctions of inequality (eg negative
externalities, social costs, inflationary pressures, recession)

•     costs versus benefits of government action/inaction
•     equality of opportunity versus equality of outcome
•     equity, efficiency
•     market failure versus government failure
•     long run versus short run.

Examiners should note that, for some of the weaker or average
students, parts of the above represent quite sophisticated
evaluation and so it is important to ensure that more basic
evaluation is adequately rewarded where a genuine effort has
been made to display that skill.

Also give credit for •     diagrams
•     an overall judgement on the issues raised.
•     examples.

2.
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It will only be possible for students to consider a few of the above. They may also discuss issues
not discussed above.

[25]
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Issues and areas for discussion include:

 

Introduction •     Definitions/descriptions of eg trade union, collective
bargaining.

Developing the
response to the
question
(application)

•     Relevant use of theory, eg effects of collective bargaining
•     Evidence from the data, eg reference to
      ◦     British trade unions (Extracts A, B)
      ◦     Chinese experience (Extract C)
      ◦     multinational behaviour, eg Walmart (Extract C)
      ◦     candidate’s own knowledge, eg relevant application of

      ‘minimum wage’ concepts to this particular context.

Developing the
response to the
question
(analysis)

•     Possible ‘negative’ effects of trade unions, eg
      ◦     slow down productivity gains
      ◦     reduce competitiveness, by, eg
            ▪     increasing costs of production
            ▪     reducing flexibility
            ▪     creating barriers to exit from a market
•     Possible positive effects, eg
      ◦     protect members’ earning power
      ◦     fight discrimination in the workplace
      ◦     improve working conditions, eg
            ▪     health and safety of employees
            ▪     working hours and holiday entitlement
      ◦     may reduce costs (easier to negotiate with a single entity)
•     Use of the perfect competition model in the labour market
•     Use of the imperfect competition model in the labour market.

Evaluation •     positive versus negative aspects
•     consideration of the value-laden word ‘exploitation’ in the

question
•     challenging basic assumptions, e.g. that employers do not

want
to be part of a high wage industry, or that unions are not
interested in flexibility or efficiency, e.g. through multi-skilling
or
training

•     consideration of when is a union not a union (critical view of
the
Chinese model)

•     role of government in general in trade union matters
•     role of UK government in particular
•     question the implication contained in the data (Extract C),

that
workers rights are incompatible with investment in and growth
of
businesses.

Examiners should note that, for some of the weaker or average
students, parts of the above represent quite sophisticated
evaluation and so it is important to ensure that more basic
evaluation is adequately rewarded where a genuine effort has
been made to display that skill.

3.
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Also give credit for •     relevant diagrams
•     an overall judgement on the issues raised.

It will only be possible for students to consider a few of the above. They may also discuss issues
not discussed above.

[25]

 
Relevant issues/logical chains of analysis include:
•        relevant definitions eg differentials, market failure, labour market
•        explanation of reasons why a labour market may be imperfect (or may not be a “perfect”

market)
•        Labour is not homogeneous, people have different abilities,and qualifications, there are

different attitudes to work some people are hard-working, others lazy some are more skilled
eg at using technology and therefore more productive than others

•        Collective bargaining as opposed to individual bargaining, membership of trade unions,
professional associations; monopolistic supply of labour; monopsonistic demand for labour;
collusion among employers

•        Role of government; employment law, wage legislation
•        Mobility/immobility of labour; geographical, occupational; imperfect information
•        diagrams to help support explanations, eg supply of and demand for labour

[15]

4.
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Level of
response

Response Max
15 marks

3 A good response provides an answer that:

•     is well organised and develops a selection of the
key issues that are relevant to the question

•     shows sound knowledge and understanding of
economic terminology, concepts and principles with
few, if any, errors

•     includes good application of relevant economic
principles and, where appropriate, good use of
data to support the response

•     includes well-focused analysis with clear, logical
chains of reasoning.

11-15 marks

2 A reasonable response provides an answer that:

•     focuses on issues that are relevant to the question
•     shows satisfactory knowledge and understanding

of economic terminology, concepts and principles
but some weaknesses may be present

•     includes reasonable application of relevant
economic principles and, where appropriate, some
use of data to support the response

•     includes some reasonable analysis but which might
not be adequately developed or becomes confused
in places.

6-10 marks

1 A weak response provides an answer that:

•     has one or more relevant issues identified
•     has some limited knowledge and understanding of

economic terminology, concepts and principles but
some errors are likely

•     has very limited application of relevant economic
principles and/or data to the question

•     might have some limited analysis but it may lack
focus and/or become confused.

1-5 marks

5.
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Relevant issues include:
•        likely to increase the pay of the lowest paid employees
•        the effect on the distribution of income
•        the effect on employment and unemployment
•        the effects on different types of workers
•        the effects in a competitive labour market
•        the effects in a non-competitive labour market
•        the effect on firms’ costs, profits and competitiveness
•        the effect on productivity
•        the effect on growth
•        the effect on motivation, absenteeism and labour turnover
•        the effect on inflation
•        the effect on competitiveness and the balance of payments
•        diagrammatic representation of the likely effects

[15]

 
Issues and areas for discussion include:
•        Relevant definition/explanation of eg a trade union, monopsonistic demand for labour, eg a

labour market in which there is only one ‘buyer’, in terms of a single firm or group of
employers of people with particular skills or qualifications, or in a particular locality.

•        Analysis of trade union influence, for example:
The trade union could shift the supply curve of labour to the left by restricting the supply of
labour, eg by insisting on a barrier to entry such as minimum qualifications. Supply
elasticity also reduced. This will raise the price of labour (the wage rate) above the market
equilibrium but could reduce the number employed.
•        the union could turn a monopsonistic labour market into a bilateral monopoly
•        a union-negotiated wage above the market equilibrium
•        single-union agreements
•        no-strike deals
•        ‘closed shop’
•        strikes.

•        Appropriate use of diagrams, eg labour market S/D; diagram with the wage rate above the
market equilibrium, bilateral monopoly diagram.

[9]

6.

 
The calculation:

 

Acceptable answer is 8.4 or 8.5 2 marks

Another answer between 8 and 9 (inclusive) irrespective of decimal
places.

1 mark

[2]

7.

Page 19 of 27
S T E M U P . C O . U K

https://stemup.co.uk


 
Relevant issues/logical chains of analysis include:
•        defining/distinguishing, for example between monopsony (a single buyer) and oligopoly

(competition among a few sellers)
•        monopsony: profitability depends on costs and revenues while firms face rising costs

changing with market forces, revenues may be depressed by uncompetitive practices by
dominant buyers in the supply chain. Perfect competition theory assumes a large number
of buyers and sellers buyers and sellers reach an equilibrium price through market forces
and no individual buyer or seller is able to influence price by their own actions. Monopsony
swings the balance of power from the sellers to buyers who are able to bid down the price
since buyers know that sellers have fewer alternatives

•        oligopoly: Price seeking behaviour, price stickiness, etc on the part of supermarkets, and
their effects on producers further along the supply chain

•        the power exerted by a handful of supermarket buyers
•        the answer can address the profitability of farms or dairies (processors) or both
•        appropriate use of diagrams, eg demand curves related to monopsony/oligopoly

[9]

10.

 
Relevant issues/logical chains of analysis include:
•         relevant definitions eg infrastructure, investment, product markets, labour markets,

general technical
•         explanation of effects on labour and product markets
•        The short run (construction phase) will create a demand for the labour of workers directly

involved in making the new railway, and also spin-off jobs in firms supplying components
and materials

•        In the long run (operational phase) reduced journey times for commuters will increase
viable travel-to-work distances However, the increased demand might be London based
rather than based in the northern cities, so might increase the north-south labour market
divide

•        Short run (construction phase) the demand for raw materials, components, rolling stock,
etc.

•        Long run (operational phase): more efficient HS2 line takes pressure of conventional lines,
so all lines help get goods and freight to market, more quickly.

•        diagrams to help support explanations, eg supply of and demand for labour, and/or goods
and freight.

[15]
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For relevant definitions eg differentials, fairness, earnings/wages.

For explanation of differentials.

Examples include

•     Economic theory considers a perfect labour market. There is a supply of labour
from the employees, and a demand for labour form the employers. There is an
absence of monopoly, so no place for trade unions or collective bargaining; and an
absence of monopsony so no place for employer’s associations. Wages are the
‘price’ of labour. The supply of nurses is relatively larger than the supply of
high-level bankers, and their demand is weaker; nurses are demanded by a
cash-strapped public service; bankers are demanded by investors with billions at
their disposal.

•     Consideration of the relative price elasticities of supply and demand

•     Importance of such factors as aptitude, length of training, qualifications, working
conditions, non-monetary considerations, ‘incentives’, the bonus culture

•     Influence of Marginal Revenue Product on the demand for labour

•     Accept generic points/examples other than nurses and bankers

•     Accept differentials based on whether the worker is employed in the public or
private sector.

Use of diagrams to help support explanations, eg supply of and demand for skilled and
unskilled labour

Relevant real world examples and/or relevant reference to the UK and/or other
economies.

[15]
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Issues and areas for discussion include

 

Introduction •     Definitions, examples:

◦     Incentives

◦     Disincentives

◦     Labour market

Developing the
response to the
question:

Application /
Analysis

Application

•     Ways of assessing ‘fairness’

•     Equity and equality

•     Equity and efficiency

•     Ways of intervening in labour markets, eg

◦     Incomes policies

◦     Minimum and maximum wage rates

◦     Progressive, proportional, regressive taxation

◦     Anti-discrimination legislation

◦     Supply side policies

     ◦     ‘Thatcherite’

     ◦       Third Way’

◦     Measures for occupational and geographical mobility

Analysis

•     Fairness in terms of

◦     Income distribution

◦     Wealth distribution

•     Relationships between income and wealth

•     Horizontal and vertical equity

•     Taxes and benefits

•     Reasons for taxation

◦     Allocation (revenue raising)

◦     Stabilisation (macro objectives)

◦     Distribution (Progressive/proportional/regressive taxation).

Evaluation •     Difficulties of defining fairness

•     Are economists qualified to assess justice and fairness

•     Are unequal societies necessarily unfair (is fairness the same thing
as equality?)

•     Is unfairness economically functional or dysfunctional (drip-down
versus ‘all in this together’)

•     Possibility of labour market failure, and government failure in labour

15.
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markets

•     Relative efficiency of different types of intervention.

Examiners should note that, for some of the weaker or average
candidates, parts of the above represent quite sophisticated evaluation
and so it is important to ensure that more basic evaluation is adequately
rewarded where a genuine effort has been made to display that skill.

Also give credit
for

•     Diagrams

◦     An overall judgement on the issues raised

◦     Examples.

It will only be possible for students to consider a few of the above. They may also discuss issues
not discussed above.

[25]

 
D

[1]
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Level of
response

Response Max
25 marks

5 Sound, focused analysis and well-supported
evaluation that

•     is well organised, showing sound knowledge and
understanding of economic terminology, concepts
and principles with few, if any, errors

•     includes good application of relevant economic
principles and, where appropriate, good use of
data to support the response

•     includes well-focused analysis with clear, logical
chains of reasoning

•     includes supported evaluation throughout the
response and in a final conclusion.

21-25 marks

4 Sound, focused analysis and some supported
evaluation that

•     is well organised, showing sound knowledge and
understanding of economic terminology, concepts
and principles with few, if any, errors

•     includes good application of relevant economic
principles and, where appropriate, some good use
of data to support the response

•     includes some well-focused analysis with clear,
logical chains of reasoning

•     includes some reasonable, supported evaluation.

16-20 marks

3 Some reasonable analysis but generally
unsupported evaluation that

•     focuses on issues that are relevant to the question,
showing satisfactory knowledge and understanding
of economic terminology, concepts and principles
but some weaknesses may be present

•     includes reasonable application of relevant
economic principles and, where appropriate, some
use of data to support the response

•     includes some reasonable analysis but which might
not be adequately developed or becomes confused
in places

•     includes fairly superficial evaluation; there is likely
to be some attempt to make relevant judgements
but these aren’t wellsupported by arguments
and/or data.

11-15 marks

17.
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2 A fairly weak response with some understanding
that

•     includes some limited knowledge and
understanding of economic terminology, concepts
and principles but some errors are likely

•     includes some limited application of relevant
economic principles and/or data to the question

•     includes some limited analysis but it may lack focus
and/or become confused

•     includes some evaluation which is weak and
unsupported.

6-10 marks

1 A very weak response that

•     includes little relevant knowledge and
understanding of economic terminology, concepts
and principles is shown

•     includes analysis which is, at best, very weak
•     includes attempted evaluation which is weak and

unsupported.

1-5 marks

Relevant issues and areas for discussion include:
•        the impact on youth unemployment, e.g. does having a minimum wage for young

workers encourage firms to substitute older, more experienced workers?
•        the significance of elasticity of demand for labour
•        productivity of young workers, especially trainees and apprentices
•        the cost of training young workers
•        impact on skill acquisition and investment in human capital
•        the significance of the level at which the minimum wage is set for apprentices and

young workers
•        young workers who are living at home, may not be ‘in poverty’
•        equity issues
•        short-run versus long-run effects
•        regional differences in the cost of living
•        differences in regional unemployment rates
•        variations in the demand for labour and the supply of labour in different regions
•        regional variations in types of employment
•        the role of wage differentials in a market economy, e.g. the signalling and incentive

functions
•        wage differentials and labour mobility
•        the significance of labour market imperfections
•        the relevance of the level of welfare benefits, the replacement ratio and ‘voluntary’

unemployment
•        costs of implementing and enforcing regional differences in the minimum wage and

the risks of government failure

An answer that does not include any evaluation must not be awarded more than 13
marks.

[25]
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Level of
response

Response Max
10 marks

3 A good response

•     is well organised and includes at least three
relevant, well-developed issues

•     makes effective use of the numerical/statistical data
in Extract C

•     shows some appreciation of the limitations of the
data

•     includes a supported final judgement concerning
the extent to which the NMW affects the
international competitiveness of the UK economy

8-10 marks

2 A reasonable response

•     is fairly well organised and includes at least two
relevant and fairly well-developed issues

•     includes some satisfactory use of the
numerical/statistical data in Extract C

•     may show some limited appreciation of the
limitations of the data

•     at the top of the level, is likely to include a final
judgement concerning the extent to which the
NMW affects the international competitiveness of
the UK economy but the judgement is not very well
supported.

4-7 marks

1 A weak response

•     is very brief and/or lacks coherence
•     contains very limited or poor use of the data in

Extract C
•     doesn’t show any appreciation of the limitations of

the data
•     may include an unsupported judgement concerning

the level of the NMW and international
competitiveness

1-3 marks
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Relevant issues include:
•        what is meant by ‘competitiveness’
•        the relationship between wages, productivity and costs
•        the relationship between costs and prices
•        the minimum wage in the UK compared to other countries; using the data in the table

showing minimum wages at PPP exchange rates and perhaps the data for China
•        the extent to which the minimum wage reflects the overall level of wages and hence

competitiveness; using the data showing minimum wages relative to full-time median
earnings in different countries

•        differences in productivity and the relevance of unit labour costs and competitiveness;
using the data showing ‘GDP per hour worked in a selection of countries’

•        the limitations of the data, e.g. only covers a limited range of countries, the
productivity data only covers the G7 countries, there isn’t any data for a variety of
factors that affect competitiveness

•        the relevance of other factors that affect competitiveness such as the exchange rate
and nonprice factors

[10]

 
B

[1]

24.

 
C

[1]

25.
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In a labour market dominated by a monopsonist, wages and employment are usually lower than
in a competitive labour market. This is because a monopsonist

 

A employs workers up to the point where the marginal
revenue product of labour is equal to the wage rate.

B is a monopoly supplier of labour.

C equates the marginal revenue product of labour with its
marginal cost not the wage rate.

D restricts output to raise the price of the product sold.

[1 mark]

1.

Using the data in Extract D (Figure 1), calculate the mean female labour force participation rate
for the five countries listed. Give your answer to one decimal place.

[2 marks]

2.

 
Trade Unions Extract C (lines 21−22) states that ‘….any negative economic effects of trade
unions are outweighed by the positive effects of trade union activities…’.

Using the data in the extracts and your knowledge of economics, evaluate the view that trade
unions protect the interests of workers and consequently improve the economic welfare of the
society in which they operate.

[25 marks]

3.

 
Trade Unions Extract B (line 13) states that unions ‘counteract the monopsonistic demand for
labour from powerful employers’.

With the help of a diagram, explain how the monopsonistic demand for labour from powerful
employers is likely to affect wages and employment in a labour market where there are no trade
unions.

[9 marks]
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Trade Unions

Extract C: Walmart and China
 

Some global companies are willing to negotiate with trade unions, whilst others try to avoid
them. US company Walmart, the world's largest retailer and owners of Asda in the UK, has
been known to stop operating in some countries rather than have to recognise unions.

With over a billion people and rising prosperity, China is an irresistible market for the world's
largest manufacturers, distributors and retailers. Some of these large companies, such as
Walmart, McDonald's and FedEx, have adopted an anti-union stance in the countries in which
they operate.

In China, however, Walmart has signed 'collective bargaining' agreements with the All-China
Federation of Trade Unions (ACFTU). The Federation has 193 million members and is a
monopoly, given that no other trade unions are allowed to operate in China. Officially, signing
the agreement was a voluntary action on Walmart's part. However, firms which refuse to sign
such agreements are likely to face many difficulties in gaining access to Chinese markets.
Walmart gets a say in the appointment of the trade union Chairman at its workplaces. This
official invariably has close links with the Chinese government. So now, if Walmart's
management in China wants to close stores, lay off employees, change workloads or amend
working hours, it must consult ACFTU. In effect, this gives the Chinese government a say in
the running of the business.

Some economists believe that trade unions, by threatening industrial action, can force up
wages and make it difficult for management to adopt changes that improve productivity. This,
they believe, reduces firms' competitiveness and, in the long run, leads to job losses.
However, others argue that any negative economic effects of trade unions are outweighed by
the positive effects of trade union activities in counteracting the monopsonistic power of large
employers, and in preventing discrimination and exploitation.

1
 
 

 
5
 
 

 
 

10
 
 
 
 

15
 
 

 
 

20

Source: news reports, 2011

5.

 
Explain how the data in Trade Unions Extract A show the declining importance of trade unions
in the UK labour market.

[4 marks]

6.

 
Trade Unions

Extract A: Trade union membership and density, UK, selected years 1995−2012
 

1995 2000 2003 2006 2009 2012

Membership
(number of employees,
millions)

  7.1   7.1   7.1   7.0   6.7   6.5

Density
(total UK trade union
membership as a % of
all UK employees)

  32.4   29.8   29.3   28.3   27.4   26.0

Source: contains public sector information licensed under the Open Government Licence v2.0

7.
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Trade Unions

Extract B: Workers united?
 

In 1776, Adam Smith argued that business people often 'combined' (today we would say
'colluded') in order to fix prices and wages, while 'combinations' of workers were illegal. In his
opinion there was an imbalance between the actions of employers and the rights of employees.
In 1948, all members of the United Nations signed up to the Universal Declaration of Human
Rights. Article 23 states: “Everyone has the right to form and to join trade unions for the
protection of their interests.” The Declaration also states that union membership cannot be
made compulsory.

In the UK and in other modern democracies, most people would probably agree with the
Australian Bureau of Statistics that a trade union is 'an organisation consisting predominantly
of employees, the principal activities of which include the negotiation of rates of pay and
conditions of employment for its members'. To an economist, a trade union replaces 'individual
bargaining' with 'collective bargaining', which may enable workers to create a monopolistic
supply of labour to counteract the monopsonistic demand for labour from powerful employers.

A prominent British trade union leader claimed recently that union membership was holding
steady despite major economic difficulties, and advised workers worried about further shocks
to the economy to join a union. He claimed that union members tended to be better paid than
workers who are not part of a trade union but who do the same job. Union members earn on
average nearly 17%, or £2 an hour, more than other workers.

1
 
 
 
5
 
 

 
 

10
 
 
 

 
15

Source: news reports, 2011

8.
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The diagram below shows the Marginal Revenue Product of Labour (MRPL), Marginal Cost of
Labour (MCL) and Average Cost of Labour (ACL) curves in a market where there is a single
employer but labour is supplied competitively.

 

The employer’s profit-maximising wage rate and level of employment is a
 

A wage of W1 and employment of L1

B wage of W2 and employment of L2

C wage of W3 and employment of L1

D wage of W4 and employment of L2

[1 mark]

9.

 
Assuming a perfectly competitive labour market, a firm’s demand curve for labour would be
derived from its marginal

 

A cost curve.

B revenue product curve.

C utility curve.

D revenue curve.

[1 mark]

10.
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‘The living wage is based on the amount an individual needs to earn to cover the basic costs of
living and lead a “decent life”.’ ( Extract F, lines 6 – 7).

Using the data and your knowledge of economics, assess whether the UK government should
legislate to make the national minimum wage a living wage, or whether there are better ways of
improving the earning power of the low paid.

[25 marks]

11.

 
Inequality Extract E (lines 6−7) states that ‘growing inequality would create incentives, kick-start
enterprise, boost growth and is good for us all’.

Using the data in the extracts and your economic knowledge, assess the view that inequality is
‘good for us all.’

[25 marks]

12.

Explain the difference between ‘equality’ and ‘equity’ ( Extract E, line 3), and, with the help of a
diagram, analyse why, left to market forces, some workers will earn very low wages.

[9 marks]

13.

 
Inequality

Extract E: In favour of inequality
 

The way in which society's resources are distributed has long been of major concern to
economists, directly affecting as it does the level of social welfare. Changes in the size and
distribution of national output raise important questions of efficiency and also involve basic
issues of equality. However, what is equitable is a matter of considerable debate amongst
economists of different political persuasions.

It has been argued by the supporters of free-market capitalism that growing inequality would
create incentives, kick-start enterprise, boost growth and is good for us all. Free market
economists would argue that justice automatically arises from the interaction of demand and
supply and the existence of competitive markets. In such a scenario, each factor receives what it
is worth in terms of the value of its marginal revenue product. Disparities in income and wealth
are justified by such factors as greater levels of innate or acquired skills which enable some
factors to be more productive than others and earn a greater amount. Differences in the
distribution of income and wealth are therefore viewed as inevitable and also desirable in that
they provide the necessary incentives for individuals to study, train, supply their factor services
and set up new businesses. These differences help the smooth operation of the price system
and lead to an efficient resource allocation.

Moreover, an unequal distribution of income is seen as necessary to ensure economic efficiency
and a faster growth rate – by making the rich richer, the size of the national cake, that is real
GDP, will grow, and the benefits will trickle down to the less well off.

1
 
 
 
5

 
 
 
 

10
 
 
 
 

15
 

Source: News reports, November 2013

14.

Using Extract D, Graph (i), calculate the Spanish minimum wage as a percentage of that of the
Netherlands.

[2 marks]

15.
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‘75% of British workers had no idea of the importance of the EU in creating and guaranteeing
many key rights at work’ ( Extract F, lines 5 – 7).

Evaluate, using the data and your knowledge of economics, whether governments should
attempt to influence aspects of the labour market such as wage levels, wage differentials and
working conditions, or whether such matters should be left to market forces.

[25 marks]

16.

Using a diagram, analyse how, according to economic theory, the wage rate is linked to a
worker’s marginal revenue product.

[9 marks]

17.

Calculate, to the nearest whole number, the ratio of Chief Executive Officer (CEO) pay to the pay
of a worker on the minimum wage, using the data in Extract D, Figure 1.

[2 marks]

18.

The marginal revenue product of labour is the
 

A addition to total revenue when the firm produces and sells
an extra unit of output.

B amount produced per worker per time period.

C change in total output that is produced when one extra
worker is employed.

D revenue gained by selling the extra output produced by
employing one more worker.

[1 mark]

19.
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The diagram below shows the market for bricklayers.

 

The original equilibrium wage is W1 and the number of bricklayers employed is N1. Which one of
the following events is most likely to increase the wage paid to bricklayers to W2 and increase
employment to N2?

 

A A cut in bank rate leading to a fall in mortgage interest rates

B A fall in the number of young people training as apprentice
bricklayers

C An improvement in working conditions in the construction
industry

D An increase in the wages paid to electricians in the
construction industry

[1 mark]

20.

Attempts by governments to equalise incomes are well-intentioned but counter-productive. They
destroy incentives for people to lift themselves out of poverty.

To what extent can the problem of poverty in the UK be solved through the operation of market
forces? Justify your answer.

[25 marks]

21.

Between 2011 and 2016, UK unemployment fell from a high of 8.5% to 4.8%. Some argue that
government attempts to reduce unemployment inevitably lead to trade-offs with other
macroeconomic policy objectives.

Explain how government policies can reduce the natural rate of unemployment.

[15 marks]

22.
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Extract F (lines 18–19) notes that ‘The UK Government recognises the need to raise aspirations
and attainment for girls’.

Use the extracts and your knowledge of economics to evaluate the policies that government
might use to reduce the gender pay gap.

[25 marks]

23.

Extract E (lines 22–23) states that ‘The tendency for women to participate in low-productivity
sectors is now a bigger factor in their low pay than discrimination’.

With the help of a diagram, explain how the difference between the marginal revenue product of
male and female workers might account for the lower average earnings of women.

[9 marks]

24.

Explain how the data in Extract D (Figure 2) show that the degree of inequality between the pay
of male and female workers is falling.

[4 marks]

25.
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Mark schemes

C

[1]
1.

Calculation: 348/5 = 69.6%
 

Response Max 2 marks

For the correct answer with the % sign and to one decimal place 2 marks

For the correct answer but without the % sign and/or not to one decimal place 1 mark

[2]

2.

 
Areas for discussion include:
•        criteria upon which ‘the economic welfare of society’ may be judged
•        general discussion of the role of trade unions
•        how trade unions can ‘protect the interests of workers’
•        trade unions as monopoly suppliers of labour
•        trade unions and collective bargaining
•        trade unions help to restore the balance of power between an individual worker and a

dominant employer
•        trade unions in an otherwise competitive labour market
•        trade unions bargaining with employers who have monopsony power
•        ways in which a trade union can influence the outcome of collective bargaining, e.g.

thorough negotiation, working-to-rule, strike action
•        influence of trade unions on government social and labour-market policies
•        evidence from the data, eg reference to British trade unions, Chinese experience, the

behaviour of multinational companies, eg Walmart
•        possible ‘negative’ effects of trade unions, eg slow down productivity gains, reduce

competitiveness, increase costs of production, reducing flexibility, create barriers to
exit from a market

•        possible positive effects, eg protect members’ earning power, fight discrimination in
the workplace, improve working conditions, health and safety of employees, working
hours and holiday entitlement, may reduce costs (easier to negotiate with a single
entity, contribute to improvements in productivity)

•        challenging basic assumptions, e.g. that employers do not want to be part of a
highwage industry, or that unions are not interested in flexibility or efficiency, e.g.
through multi-skilling or training

•        consideration of when is a union not a union (critical view of the Chinese model)
•        role of governments in general in trade union matters, e.g. through legislation

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the candidate’s response to the question.

[25]

3.
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Level of
response

An answer that: Max
9 marks

3 •     is well organised and develops one or more of the
key issues that are relevant to the question

•     shows sound knowledge and understanding of
relevant economic terminology, concepts and
principles

•     includes good application of relevant economic
principles and/or good use of data to support the
response

•     includes well-focused analysis with a clear, logical
chain of reasoning

•     includes a relevant diagram that will, at the top of
this level, be accurate and used appropriately.

7-9 marks

2 •     includes one or more issues that are relevant to the
question

•     shows reasonable knowledge and understanding of
economic terminology, concepts and principles but
some weaknesses may be present

•     includes reasonable application of relevant
economic principles and/or data to the question

•     includes some reasonable analysis but it might not
be adequately developed and may be confused in
places

•     may include a relevant diagram.

4-6 marks

1 •     is very brief and/or lacks coherence
•     shows some limited knowledge and understanding

of economic terminology, concepts and principles
but some errors are likely

•     demonstrates very limited ability to apply relevant
economic principles and/or data to the question

•     may include some very limited analysis but the
analysis lacks focus and/or becomes confused

•     may include a relevant diagram but the diagram is
not used and/or is inaccurate in some respects.

1-3 marks

If the response does not include a relevant diagram, the candidate cannot be awarded
more than 5 marks.

4.

Relevant issues include:
•        what is meant by monopsonistic demand for labour
•        monopsonist is likely to reduce the demand for labour to force down wages and maximise

profits – not possible where employers do not have monopsonistic power
•        profit maximising level of employment is where MRP L = MCL

•        leads to a lower wage and a lower level of employment than in a competitive labour market.

[9]
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Response: Max
4 marks

•     includes evidence that shows the declining importance of trade
unions in the UK labour market

•     clearly explains how this data is evidence of the declining
importance of trade unions in the labour market.

4 marks

•     includes evidence that shows that the trade unions are less
important in the UK labour market

•     unclear explanation of how this data is evidence of the declining
importance of trade unions in the labour market.

3 marks

•     includes evidence that shows that the trade unions are less
important in the UK labour market

•     limited or no explanation of how this data is evidence of the
declining importance of trade unions in the labour market.

2 marks

•     includes evidence that does not clearly show the declining
importance of trade unions

•     weak or no explanation of how this data is evidence of the
declining importance of trade unions in the labour market.

1 mark

6.

Relevant issues include:
•        the data show a fall in the number of employees who are union members, i.e. the

number of unions members fell by 0.6 million between 1995 to 2012
•        the % of workers in unions, or union density, also fell by almost 20% between 1995 to

2012
•        why the above might indicate that unions are likely to have less direct influence over

wage bargaining and conditions of employment
•        why the above suggest that unions may also have less importance in the

determination of wages and conditions of employment in industries where unions are
not directly involved, e.g. through the impact on wage differentials

•        the decline in union membership and density may also mean that governments pay
less attention to the views of the union movement when determining labour-market
policies

[4]

 
A

[1]

9.

 
B

[1]

10.
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In this part of the question, candidates will need to demonstrate that they are able to evaluate
issues and arguments to support a conclusion if they are to be awarded more than 15 marks.

Where there is no explicit reference to the data, award a maximum of 21 marks.

11.

 

Level 5 Good analysis and good evaluation 22 to 25 marks

Mid-Point 24 marks

Level 4 Good analysis but limited evaluation

OR

Reasonable analysis and reasonable evaluation

17 to 21

Mid-Point 19 marks

Level 3 Reasonable including some correct analysis but
very limited evaluation

10 to 16

Mid-Point 13 marks

Level 2 Weak with some understanding 4 to 9

Mid-Point 7 marks

Level 1 Very weak 0 to 3

Mid-Point 2 marks
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Refer also to the issues and areas for discussion on the next page.

Issues and areas for discussion include
 

Introduction •     Definitions of minimum wage, living wage, earning power
•     Distinction between income and wealth

Developing the
response to the
question:

(Application)

•     Comments from own economic knowledge or based on the data, e.g.
•     EU context (Extract E)
•     Discussion of differences between NMW and living wage (Extract E)
•     Levels and comparisons (Extract F)

Developing the
response to the
question:

(Analysis)

•     Who are the low paid?
•     Possible effects of NMW on output and employment
•     Benefits of a living wage, e.g. reduced labour turnover, increased

productivity, reduced government subsidies for low wages
•     Increased costs of living wage, effects on sectors / general economy
•     Other methods of raising wage levels, e.g. productivity enhancement, skills,

education and training
•     Benefits and welfare to work
•     Impact of taxes
•     Short and long run considerations
•     Money costs of NMW
•     Opportunity costs of government subsidies for the low paid
•     External costs of inequality
•     The economic disfunctionality of inequality

Evaluation •     General arguments for and against government intervention in labour
markets

•     Market failure versus government failure
•     Consideration of the issues from different points of view, e.g. employers,

employees, taxpayers
•     Consideration of the affordability of NMW
•     The government’s own position as a major employer (local and national

government)
•     Efficacy of NMW compared with other policies
•     Efficacy of NMW compared with other policies
•     Consideration of the definition of living wage (how to define 'decent'

standard of life)
•     What is the value of a NMW if it is not a 'living' wage?
•     A high-wage economy versus a low-wage economy

Examiners should note that, for some of the weaker or average candidates,
parts of the above represent quite sophisticated evaluation and so it is
important to ensure that more basic evaluation is adequately rewarded where a
genuine effort has been made to display that skill.

Also give credit
for

•     Diagrams
•     An overall judgement on the issues raised
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It will only be possible for candidates to consider a few of the issues and areas noted. They may
also discuss issues not mentioned in the table.

[25]

 
Areas for discussion include:
•        what is meant by inequality, eg income, wealth, health, social background
•        inequality in the UK
•        causes of inequality, eg differences in innate or acquired skills, differences in the

marginal revenue product of individuals, inheritance, social factors
•        inequality and incentives to work and enterprise
•        inequality, resource allocation and the operation of the price mechanism
•        the trickle-down effect
•        inequality as a consequence of market failure
•        inequality as a cause of market failure
•        inequality and poverty are likely to result in a waste of human talent
•        inequality resulting from and leading to the concentration of economic power
•        how inequality might contribute to ‘asset price bubbles’ and macroeconomic instability
•        impact of inequality on people’s well-being and social factors such as crime, life

expectancy and obesity
•        why and how the consequences of different types of inequality may vary
•        the impact of measures designed to reduce inequality
•        the degree of inequality as a determinant of whether inequality is ‘good for us all’
•        is inequality good for any of us?
•        the importance of value judgements, including fairness and justice.

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the candidate’s response to the question.

[25]

12.

The anticipated diagram would make appropriate use of diagrams, e.g. S & D for labour;
MRP.

Relevant issues include:
•   For defining / describing equity, in terms of fairness and equality, in terms of distribution of

income or wealth.
•   Wages can be considered the price of labour; the demand for labour comes from

employers; the supply of labour comes from employees.
•   The basic reason for low pay in certain occupations is that demand is low and/ or supply is

high. Low skilled labour, for example, requiring no qualifications has a large potential
supply, and demand is weak, for various reasons, e.g. since this kind of labour can often be
easily automated.

•   Other influences, e.g. marginal revenue product, price elasticity of demand for and supply
of labour, imperfections in the labour market, immobility, discrimination, collective
bargaining (or the lack of trade unionisation).

[9]

13.
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Response Max 2 marks

For the correct answer 50%. The ‘unit’ (per cent or %) must be shown. 2 marks

For the correct answer without a unit shown.

Any other answer between 49 and 51 (inclusive), with unit shown.

1 mark

[2]

15.

In this part of the question, candidates will need to demonstrate that they are able to evaluate
issues and arguments to support a conclusion if they are to be awarded more than 15 marks.

Where there is no explicit reference to the data, award a maximum of 21 marks.

16.

 

Level 5 Good analysis and good evaluation 22 to 25 marks

Mid-Point 24 marks

Level 4 Good analysis but limited evaluation

OR

Reasonable analysis and reasonable evaluation

17 to 21

Mid-Point 19 marks

Level 3 Reasonable including some correct analysis but
very limited evaluation

10 to 16

Mid-Point 13 marks

Level 2 Weak with some understanding 4 to 9

Mid-Point 7 marks

Level 1 Very weak 0 to 3

Mid-Point 2 marks
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Issues and areas for discussion include
 

Introduction Definitions of

•     wage levels
•     working conditions
•     differentials.

Developing the
response to the
question:

(Application)

•     Comments from own economic knowledge or based on the
data, e.g. further comments on wage rates and differentials, and
wages increasing and recently flat-lining (Extract D)

•     EU context ( Extract E)
•     Discussion of other aspects, such as bonus caps, wealth tax,

fixed ratios between higher and low paid workers (Extract F)
•     Other possible policies, e.g. minimum wage, living wage

Developing the
response to the
question:

(Analysis)

•     Possible effects of government intervention/market forces on
output and employment

•     Benefits of a government intervention, e.g. reduced inequality,
higher morale

•     Increased costs of NMW / other policies, effects on sectors /
general economy

•     Other methods of raising wage levels, e.g. productivity
enhancement, skills, education and training

•     Taxes, benefits and welfare to work
•     Short and long run considerations
•     Opportunity costs of government subsidies for the low paid
•     The economic disfunctionality of inequality
•     The case for market forces in resource allocation

Evaluation •     General arguments for and against government intervention in
labour markets

•     Market failure versus government failure
•     Consideration of the issues from different points of view, e.g.

employers, employees, taxpayers
•     Consideration of the affordability of government intervention
•     Arguments to do with competitiveness
•     The government’s own position as a major employer (local and

national government)
•     Efficacy of NMW compared with other policies
•     A high-wage economy versus a low-wage economy

Examiners should note that, for some of the weaker or average
candidates, parts of the above represent quite sophisticated
evaluation and so it is important to ensure that more basic
evaluation is adequately rewarded where a genuine effort has been
made to display that skill.

Also give credit for •     Diagrams
•     An overall judgement on the issues raised
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It will only be possible for candidates to consider a few of the above. They may also discuss
issues not discussed above.

[25]

The anticipated diagram would make appropriate use of MRP and market wage, in a price
taking situation.

Relevant issues include:

•   For defining / describing marginal revenue product in terms of the amount added to the
total revenue of a firm by the output of an additional worker.

•   It might be assumed that labour markets are ‘perfect’ and that there is individual
bargaining.

•   The wage rate is the price of labour.
•   This price is determined by the labour market and the employing firm acts as a price taker.
•   The employer will take on extra units of labour as long as the value of its output is greater

than the market wage.
•   It follows that once the marginal cost of the last worker employed is equal to their MRP, no

more will be employed.
•   A similar explanation, assuming an imperfect market, e.g. monopsonistic demand for

labour.

[9]

17.

 

Response Max 2 marks

For the correct answer, 357:1, or 357/1, or 357 to 1. The ratio “:1” or “/1” or “to
1” must be shown.

2 marks

For the correct answer (357) without ratio, or wrongly expressed as “1:” or “1/”
or “1 to”.

Any other answer between 356 and 358 (inclusive), with “:1” or “/1” or “to 1”.

1 mark

[2]

18.

D

[1]
19.

A

[1]
20.
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Areas for discussion include:
•        discussion of whether relative poverty is a problem, whether it is inevitable and insoluble.
•        discussion of market forces
•        the argument that some relative poverty has been created or reinforced by the state,

through, for example the unemployment trap or a culture of benefits dependency
•        discussion of the fact that the individual people defined as being in relative poverty have

not always been so, and that the UK has reasonably good levels of social mobility with
people moving in/out of relative poverty

•        market forces can lead to job creation, providing one of the strongest routes out of poverty
•        low labour taxes and low welfare spending provide stronger incentives for workers to

escape poverty by their own means
•        many problems associated with housing are linked to failures of policy rather than the

market (eg lack of new homes resulting from Green Belt planning law, etc.)
•        trickle down effects
•        the need for government intervention to prevent wealth from being excessively

concentrated in the hands of the rich
•        why market forces are unlikely to deal adequately with some causes of poverty, e.g.

poverty amongst the sick, disabled, the old and infirm
•        arguments in favour of progressive direct taxes rather than regressive indirect taxes
•        policies that retain an element of incentives, such as working tax credit
•        the need for government intervention to establish a minimum level of essential human

capital and physical capital investments (eg education and transport infrastructure)
•        the tendency of markets to increase rather than decrease poverty
•        the distinction between the impact of market forces on absolute, as opposed to relative,

poverty.

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the candidate’s response to the question.

21.

Page 19 of 26
S T E M U P . C O . U K

https://stemup.co.uk


 

Level of
response

Response Max 25
marks

5 Sound, focused analysis and well-supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the
response

•     includes well-focused analysis with clear, logical chains of reasoning
•     includes supported evaluation throughout the response and in a final

conclusion.

21 – 25
marks

4 Sound, focused analysis and some supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes some good application of relevant economic principles to the

given context and, where appropriate, some good use of data to
support the response

•     includes some well-focused analysis with clear, logical chains of
reasoning

•     includes some reasonable, supported evaluation.

16 – 20
marks

3 Some reasonable analysis but generally unsupported evaluation that:
•     focuses on issues that are relevant to the question, showing

satisfactory knowledge and understanding of economic terminology,
concepts and principles but some weaknesses may be present

•     includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places

•     includes fairly superficial evaluation; there is likely to be some attempt
to make relevant judgements but these are not well-supported by
arguments and/or data.

11 – 15
marks

2 A fairly weak response with some understanding that:
•     includes some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     includes some limited application of relevant economic principles to the

given context and/or data to the question
•     includes some limited analysis but it may lack focus and/or become

confused
•     includes some evaluation which is weak and unsupported.

6 – 10
marks

1 A very weak response that:
•     includes little relevant knowledge and understanding of economic

terminology, concepts and principles
•     includes application to the given context which, at best, is very weak
•     includes attempted analysis which is weak and unsupported.

1 – 5
marks

[25]
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Relevant issues include:
•        definitions/explanations: unemployment, government policies, the natural rate of

unemployment
•        linking the natural rate to equilibrium in the labour market
•        identifying the natural rate as being caused by mainly “voluntary” unemployed workers
•        linking the natural rate to structural, frictional or real wage unemployment
•        explaining the nature of the supply and demand for labour
•        explaining the role of supply-side policies in reducing the natural rate
•        considering interventionist or laissez-faire approaches to reducing the natural rate
•        explaining the role of wage and inflationary expectations in altering the natural rate
•        explaining any of the following:

○       the level of JSA
○       the level of taxation
○       the NMW
○       training schemes
○       transferable skills
○       occupational mobility
○       geographical mobility
○       trade union reform
○       labour market flexibility
○       childcare assistance
○       reducing hysteresis/long-term unemployment
○       reducing wage expectations
○       or any other valid reason.

The use of relevant diagrams to support the analysis such as a long-run Phillips curve or a labour
market diagram should be taken into account when assessing the quality of the candidate’s
response to the question.

22.

Page 21 of 26
S T E M U P . C O . U K

https://stemup.co.uk


 

Level of
response

Response Max 15
marks

3 A good response provides an answer that:
•     is well organised and develops a selection of the key issues that are

relevant to the question
•     shows sound knowledge and understanding of economic terminology,

concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the
response

•     includes well-focused analysis with clear, logical chains of reasoning.

11 – 15
marks

2 A reasonable response provides an answer that:
•     focuses on issues that are relevant to the question
•     shows satisfactory knowledge and understanding of economic

terminology, concepts and principles but some weaknesses may be
present

•      includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places.

6 – 10
marks

1 A weak response provides an answer that:
•     has identified one or more relevant issues
•     has some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     has very limited application of relevant economic principles to the given

context and/or data to the question
•     might have some limited analysis but it may lack focus and/or become

confused.

1 – 5
marks

[15]
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Areas for discussion include:
•        what is meant by the UK gender pay gap
•        how the pay gap has evolved over time
•        significance of UK gender pay gap compared with other countries
•        how supporting trade unions can reduce the wage gap, noting female union membership is

already higher than male, and yet the pay gap persists
•        higher wages through collective bargaining
•        the declining significance of unions in general
•        discussion of how the government would actually encourage women to join unions and

whether that is an appropriate policy for government to pursue
•        supporting women in the workplace through, e.g. training, working conditions, encouraging

women to be ambitious (see Extract F)
•        analysis and assessment of increasing National Minimum Wage rates
•        analysis and assessment of increasing female labour force participation
•        legislating for boardroom quotas, as seen in Norway, as a way to promote aspiration and

break the ‘glass ceiling’
•        other policies to promote aspiration amongst females, and break down traditional social

norms with respect to, e.g. school/degree subject choices
•        UK policy of forcing firms to disclose pay gaps
•        tougher penalties for firms discriminating against women
•        impact of policy intervention on wage costs
•        the case against further intervention, or even reducing existing interventions, to allow

market forces in the labour market to reduce the pay gap
•        evaluation of how much the pay gap is actually a problem that needs to be addressed

The use of relevant diagrams to support the analysis should be taken into account when
assessing the quality of the candidate’s response to the question.

23.
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Level of
response

Response Max 25
marks

5 Sound, focused analysis and well-supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes good application of relevant economic principles to the given

context and, where appropriate, good use of data to support the
response

•     includes well-focused analysis with clear, logical chains of reasoning
•     includes supported evaluation throughout the response and in a final

conclusion.

21 – 25
marks

4 Sound, focused analysis and some supported evaluation that:
•     is well organised, showing sound knowledge and understanding of

economic terminology, concepts and principles with few, if any, errors
•     includes some good application of relevant economic principles to the

given context and, where appropriate, some good use of data to
support the response

•     includes some well-focused analysis with clear, logical chains of
reasoning

•     includes some reasonable, supported evaluation.

16 – 20
marks

3 Some reasonable analysis but generally unsupported evaluation that:
•     focuses on issues that are relevant to the question, showing

satisfactory knowledge and understanding of economic terminology,
concepts and principles but some weaknesses may be present

•     includes reasonable application of relevant economic principles to the
given context and, where appropriate, some use of data to support the
response

•     includes some reasonable analysis but which might not be adequately
developed or becomes confused in places

•     includes fairly superficial evaluation; there is likely to be some attempt
to make relevant judgements but these are not well-supported by
arguments and/or data.

11 – 15
marks

2 A fairly weak response with some understanding that:
•     includes some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     includes some limited application of relevant economic principles to the

given context and/or data to the question
•     includes some limited analysis but it may lack focus and/or become

confused
•     includes some evaluation which is weak and unsupported.

6 – 10
marks

1 A very weak response that:
•     includes little relevant knowledge and understanding of economic

terminology, concepts and principles
•     includes application to the given context which, at best, is very weak
•     includes attempted analysis which is weak and unsupported.

1 – 5
marks

[25]
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Level of
response

Response Max
9 marks

3 •     is well organised and develops one or more of the key issues that are
relevant to the question

•     shows sound knowledge and understanding of relevant economic
terminology, concepts and principles

•     includes good application of relevant economic principles and/or good
use of data to support the response

•     includes well-focused analysis with a clear, logical chain of reasoning
•     includes a relevant diagram that will, at the top of this level, be accurate

and used appropriately

7 – 9
marks

2 •     includes one or more issues that are relevant to the question
•     shows reasonable knowledge and understanding of economic

terminology, concepts and principles but some weaknesses may be
present

•     includes reasonable application of relevant economic principles and/or
data to the question

•     includes some reasonable analysis but it might not be adequately
developed and may be confused in places

•     may include a relevant diagram

4 – 6
marks

1 •     is very brief and/or lacks coherence
•     shows some limited knowledge and understanding of economic

terminology, concepts and principles but some errors are likely
•     demonstrates very limited ability to apply relevant economic principles

and/or data to the question
•     may include some very limited analysis but the analysis lacks focus

and/or becomes confused
•     may include a relevant diagram but the diagram is not used and/or is

inaccurate in some respects.

1 – 3
marks

A labour market diagram is expected, showing two different demands for labour/MRP curves
representing productivity differentials between men and women.

24.

Relevant issues include
•        explanation of MRP / MPP
•        relationship between marginal productivity and the demand for labour
•        why labour productivity is likely to affect the wage rate
•        women are more likely to work in so-called ‘lower productivity industries’, such as the care

sector, than men
•        the tendency of men to work in occupations where marginal revenue is higher
•        women tend to be under-represented in more senior roles in many organisations
•        some employers may perceive women as less productive than their male counterparts

within the same firms/roles, for reasons such as time out of work to have children,
discrimination, physical attributes, working hours inflexibility, etc. In sectors where physical
productivity is hard to measure, employer perceptions will be critical to labour demand.

[9]
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Response Max 4 marks

•     includes evidence that shows that the degree of inequality between the pay
of male and female workers is falling.

•     clearly explains how the data show that the degree of inequality between
the pay of male and female workers is falling.

4 marks

•     includes evidence that shows that the degree of inequality between the pay
of male and female workers is falling.

•     unclear explanation of how the data show that the degree of inequality
between the pay of male and female workers is falling.

3 marks

•     includes evidence that shows that the degree of inequality between the pay
of male and female workers is falling.

•     limited explanation of how the data show that the degree of inequality
between the pay of male and female workers is falling.

2 marks

•     includes evidence that does not clearly show that the degree of inequality
between the pay of male and female workers is falling.

•     no explanation of how the data show that the degree of inequality between
the pay of male and female workers is falling.

1 mark

25.

Relevant issues include:
•        explanation of the degree of inequality / gender pay gap
•        evidence that women are paid less than men, but this percentage is increasing over the

period (70.1% in 2000, 78.1% in 2008, 80.7% in 2015)
•        evidence that women’s pay has risen 65.6% over the period, but men’s has risen by only

43.7%.
•        credit should be given to candidates who quote changes in absolute differences (e.g.

£6238 in 2000 £5763 in 2015) in male and female earnings, but to earn 4 marks they
should recognise that the ‘degree of inequality’ is measured by the relative pay of male and
female workers, as indicated for example, by bullet points 2 and 3

[4]
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