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Questions
 

Q1.           

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

Answer the question with a cross in the box you think is correct . If you change your
mind about an answer, put a line through the box  and then mark your new answer
with a cross .

The 'Energy Company Obligation' is the government's term for its programme to make houses in
the UK more
energy efficient.

(a)  In the diagram below, the government grants a subsidy to energy suppliers to install loft
insulation.

This shifts the market supply curve for loft insulation from Supply1 to Supply2.

The total amount spent by the government on subsidies is represented by the area:

(1)

   A    OP1JQ2

   B    OP3LQ2

   C    P3P1JL

   D    P4P2KM

(b)  Explain an opportunity cost to the government of granting subsidies to energy suppliers to
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install loft insulation.

(3)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................
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.............................................................................................................................................
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.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

 

(Total for question = 4 marks)

 

 

Q2.           

The market for cigarettes

Figure 1: Price elasticity of demand - a comparison between tobacco and e-cigarettes
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Extract A

Government intervention on tobacco

Extract B

Free market approach

(a)  Explain why 'bans on tobacco advertising' (Extract A, line 7) may result in a decrease in the
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revenue of tobacco firms. Include a supply and demand diagram in your answer.

(5)

(b)  With reference to the information provided and your own knowledge, assess the view that
tobacco consumers switching to e-cigarettes is an example of rational behaviour.

(10)

Tobacco cigarettes and e-cigarettes are considered to be substitutes.

(c)  Explain how changes in the price of tobacco cigarettes may affect the demand for
e-cigarettes over time.

(6)

(d)  With reference to Extract A, lines 11–13, calculate the price elasticity of demand for tobacco
cigarettes in high-income countries and in low-middle-income countries. You are advised to show
your working.

(4)

(e)  With reference to Figure 1, assess the likely reasons for the difference in price elasticity of
demand for tobacco cigarettes and e-cigarettes.

(15)

EITHER

(f)  Evaluate the possible advantages of a free market approach to cigarette consumption.

(20)

OR

(g)  Evaluate the impact of government intervention in the cigarette market.

(20)

 

(Total for question = 60 marks)

 

 

Q3.           

Some questions must be answered with a cross in a box ( ). If you change your mind
about an answer, put a line through the box ( ) and then mark your new answer with
a cross ( ).

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.
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The world's first cryptocurrency, Bitcoin is stored and exchanged securely on the internet
through a digital ledger known as a blockchain. Bitcoins are divisible into smaller units known as
satoshis.

(a)  Which one of the following would be most likely to cause a country's currency to no longer
be acceptable as a medium of exchange?

(1)

   A    It becomes harder to counterfeit

   B    It becomes unlimited in supply

   C    It is issued in smaller denominations

   D    It is more long lasting

(b)  Explain how Bitcoin fulfils one function of money, apart from as a medium of exchange.

(3)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................
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.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

 

(Total for question = 4 marks)
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Q4.           

Energy markets

Figure 1: Annual surplus or shortage of uranium, measured in millions of kilograms

Extract A

Uranium: the unloved metal
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Extract B

Irrational consumers pay the price

Extract C

The economics of climate change
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(a)  With reference to Figure 1 and Extract A, explain why the price of uranium has 'fallen to a
13-year low' (Extract A, lines 2 and 3) in 2016. Include a supply and demand diagram in your
answer.

(5)

(b)  With reference to Extract A and your own knowledge, assess whether the supply of uranium
is likely to be price elastic or price inelastic.

(10)

(c)  With reference to Extract B, explain two likely reasons why many consumers of energy have
not switched to suppliers offering lower prices.

(6)

(d)  Using examples from the information provided, explain what is meant by renewable and
non-renewable energy.

(4)

The UK Government is considering introducing a maximum price for energy.

(e)  Discuss the likely microeconomic effects of this decision on energy producers and
consumers. Include a supply and demand diagram in your answer.

(15)

EITHER

(f)  Using the concept of external costs, evaluate whether nuclear power is under-provided or
over-provided in the energy market. Use an appropriate diagram in your answer.

(20)

OR

(g)  Evaluate ways in which government intervention could be used to reduce carbon emissions.
Use at least one appropriate diagram in your answer.

(20)
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(Total for question = 60 marks)

 

 

Q5.           

Health provision

Figure 1: National Health Service (NHS) in England: Government spending and
projected funding gap, £ billions, 2015 to 2020

Figure 2: Percentage of NHS patients in England waiting over 18 weeks for
non-emergency treatment
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Extract A

Hospitals already full

Extract B

How health care is funded
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Extract C

Public parks are a public good

(a)  With reference to Extract A and Figure 2, explain how the health care market in the UK
illustrates the economic problem.
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(5)

(b)  Explain how 'asymmetric information' (Extract B, line 30) can lead to market failure in health
provision.

(6)

(c)  'Public parks are a public good' (Extract C, line 1). Assess this statement.

(10)

(d)  Calculate the annual revenue raised by charging £12 per GP visit. Assume there will be 450
million GP visits per year and 90% of these will not be charged. You are advised to show your
working.

(4)

(e)  Discuss likely reasons why the prices of treatments in private sector hospitals are increasing.
Draw a supply and demand diagram to support your answer.

(15)

EITHER

(f)  Evaluate possible ways the government could intervene to reduce the excess demand for
state-funded health care.

(20)

OR

(g)  Evaluate the possible disadvantages of a free market approach to providing health care.

(20)

 

(Total for question = 60 marks)

 

 

Q6.           

Read Extracts A and B and Figure 1 before answering the question.

The market for fish
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(a)  Explain the likely impact of the new 2020 TACs on the price of cod. Include a supply and
demand diagram in your answer.

(5)

According to Extract B, lines 15–16, 'fishing companies are not made accountable for the state of
the ocean. They continue to fish as much as possible to maximise profit'.

(b)  Assess whether it is rational for fishing companies to behave in this way.

(10)

(c)  With reference to the information provided and your own knowledge, explain two
characteristics of private ownership in a free market economy.

(6)

Fish and chips are complementary goods with an estimated cross elasticity of demand of –8.
Currently 950 000 bags of chips are sold in UK fish and chip shops each day.

(d)  With reference to the information provided, calculate the new quantity demanded of bags of
chips from fish and chip shops, following a 2% increase in the price of fish. You are advised to
show your working.

(4)

The UK fishing industry employs about 24 000 people, more than half of them working in
Scotland.

(e)  Discuss the likely impacts on an economy of specialising in the fishing industry. Use a
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production possibility frontier diagram in your answer.

(15)

EITHER

(f)  Some economists suggest that the market price of cod does not result in the socially
optimum level of output. Evaluate the likely external costs from the over-fishing of cod. Use an
appropriate diagram in your answer.

(20)

OR

(g)  Other than using a TAC, evaluate the policy options which could be used to reduce market
failure resulting from over-fishing. Use at least one appropriate diagram in your answer.

(20)

 

(Total for question = 60 marks)

 

 

Q7.           

Mozambique

Figure 2: Interest rates (bank rate of the central bank) and inflation rates of selected
African countries, 2017

Extract D

Rising debt levels in Africa
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Extract E

Mozambique's economic stability is being put to the test
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Extract F

Microfinance in Mozambique

Figure 3: The cost of microfinance loans in Mozambique, 2015
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(a)  With reference to Extract D line 21, explain why 'opportunity cost' is a problem for
governments of developing countries when servicing debt.

(5)

(b)  Examine two reasons, apart from access to finance, why 90% of the manufacturing sector in
Mozambique 'is made up of small enterprises' (Extract E, line 9).

(8)

(c)  Discuss whether borrowers benefit from microfinance. Make reference to Mozambique in
your answer.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic factors, apart from access to credit and
banking, influencing growth and development in Mozambique.

(25)

OR

(e)  Evaluate the likely microeconomic and macroeconomic effects of relatively high inflation
rates in many African countries.
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(25)

 

(Total for question = 50 marks)

 

 

Q8.           

Statement 1: Cuba has a healthcare system with a patient to doctor ratio of 155:1.

Statement 2: Other countries ought to adopt a similar healthcare system to that which exists in
Cuba.

(a)  Which one of the following best describes the two statements above?

(1)

(b)  Cuba's population is estimated to be 11 million. With reference to Statement 1 above,
calculate the estimated number of doctors in Cuba. You are advised to show your working.

(2)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

(c)  Define the term 'command economy'.
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(1)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

 

(Total for question = 4 marks)

 

 

Q9.           

In February 2016 the Daily Mail newspaper increased its price from 60p to 65p.
By August 2016 its sales had fallen by 5.41%.

(a)  Ceteris paribus, calculate the price elasticity of demand for the Daily Mail newspaper over
this period. You are advised to show your working.

(2)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................
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.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

(b)  Which one of the following is most likely to be a determinant of price elasticity of demand
for the Daily Mail newspaper?

(1)

   A    Availability of rival newspapers

   B    Change in population size

   C    Decrease in the cost of producing the Daily Mail newspaper

   D    Expected rise in the price of the Daily Mail newspaper

(c)  Define the term 'ceteris paribus'.

(1)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

 

(Total for question = 4 marks)
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Q10.           

The British Broadcasting Corporation (BBC) is a TV broadcaster. It is financed through an annual
TV licence fee of £145.50. At this fee level many TV owners benefit from consumer surplus.

(a)  Define the term 'consumer surplus'.

(1)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

(b)  The diagram shows the production possibility frontier for the BBC. Assuming the BBC is at
point W, annotate the diagram to show the opportunity cost of providing more educational
programmes.

(2)

(c)  BBC programmes are often referred to as being public goods. This is because:

(1)

   A    all BBC programmes are financed by the public sector

   B    the BBC is the most popular broadcaster in the UK

   C    the consumption of these programmes is non-rivalrous

   D    there are external benefits from the consumption of many BBC programmes

 

(Total for question = 4 marks)
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Q11.           

The diagram shows a production possibility frontier (PPF) for an economy.

(a)  Define the term 'production possibility frontier'.

(2)

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

.............................................................................................................................................

(b)  The opportunity cost of a movement from point X to point Y is:

(1)

A     10 units of consumer goods

B     20 units of capital goods

C     30 units of capital goods
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D     90 units of consumer goods

(c)  Illustrate economic growth on Diagram A.

(1)

 

(Total for question = 4 marks)

 

Mark Scheme
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Q2.           

S T E M U P . C O . U K

https://stemup.co.uk


S T E M U P . C O . U K

https://stemup.co.uk


S T E M U P . C O . U K

https://stemup.co.uk


S T E M U P . C O . U K

https://stemup.co.uk


"Assess" was used as the command word for this question instead of "Discuss". In order to meet
the expectations set out in the sample material the 10 mark level descriptors have been mapped
on to the 15 mark levels as below on this one occasion. See Appendix 1 for full details.
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Appendix 1

Part (e) directed candidates to "Assess" for 15 marks. In order to be in line with the support
materials for this specification, this question should instead have directed candidates to
"Discuss" for 15 marks. In order to ensure that all candidates received the fairest possible
outcome, examiners were briefed on a levels-based marking structure for both command words.
The body of the mark scheme includes the levels structure for the "Assess" command word as
written in the paper. The levels structure that examiners considered for the "Discuss" command
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word is included below.
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