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Questions
 

Q1.           

(a)  Explain why the price of 'the average top-price ticket has risen by almost £10' (Extract A,
line 2). Use a supply and demand diagram in your answer.

(5)

(b)  Examine two reasons Cineworld plans to merge with CCI.
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(8)

(c)  With reference to Figure 1, discuss the likely impact of price discrimination on Cineworld's
profit. Include an appropriate diagram in your answer.

(12)

(d)  Apart from price discrimination, assess one pricing and one non-pricing strategy Cineworld
could adopt to increase sales.

(10)

(e)  Discuss the likely impact of 'a substantial lessening of competition in the cinema market in
Aberdeen, Bury St Edmunds and Cambridge' (Extract C, line 6–7).

(15)

 

(Total for question = 50 marks)
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Q2.           

At the start of the 2012–13 football season the average ticket price in the top four English
football leagues increased by 11%. During the 2012–13 season attendance fell 5%.

(Source: http://www.espn.co.uk/football/sport/story/237339.html)

(a)  With reference to the data provided, calculate the price elasticity of demand for football
tickets in the English football leagues. You are advised to show your working.

(2)

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

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

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

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

(b)  Derby County Football Club has found that the price elasticity of demand for their tickets is
−0.3. Demand for their tickets is:

(1)

A     perfectly price elastic

B     perfectly price inelastic

C     relatively price elastic

D     relatively price inelastic

(c)  Given the price elasticity of demand for Derby County Football Club's tickets, explain the
likely impact on their revenue of an increase in ticket prices.

(2)

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

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

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

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

 

(Total for question = 5 marks)
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Q3.           

The following table shows gross weekly earnings and annual new car registrations between 2011
and 2013.

 

 

(a) Calculate the income elasticity of demand for new cars between 2011 and 2013.
You are advised to show your working.

(2)

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

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

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

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

(b) This data suggests that new cars are:

(1)

A    an inferior good with relatively income inelastic demand

B    an inferior good with relatively income elastic demand

C    a normal good with relatively income inelastic demand

D    a normal good with relatively income elastic demand

The IMF forecast that the average income in the UK will grow by 2.4% in 2014 and that the
growth rate will slow to 2.2% in 2015.
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(c)  Explain the likely impact of this forecast change in average incomes on new car sales.

(2)

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

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

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

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

 

(Total for question = 5 marks)

 

 

Q4.           

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 .

Cobalt is a key metal used in the batteries of electric cars. China is the world's largest producer
of electric cars but has recently cut subsidies to its manufacturers.

The Democratic Republic of the Congo (DRC) produces more than 60% of the world's supply of
cobalt, from its small-scale mines. Many new small mines opened in 2018 as a result of improved
expectations of profit.

The following graph shows the price of cobalt between June 2018 and June 2019.
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(a)  With reference to the information provided, draw a supply and demand diagram to show why
the price of cobalt fell between June 2018 and June 2019.

(4)

(b)  Between June 2018 and June 2019 the price of cobalt fell by:

(1)

   A    25%

   B    37.5%

   C    62.5%

   D    166.7%
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(Total for question = 5 marks)

 

 

Q5.           

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

In 2016 the average energy bill per household was £1 070 per year, excluding VAT, an indirect
tax charged at 5%.

(Source: adapted from ©Crown Copyright https://www.ofgem.gov.uk/
publications-and-updates/infographic-bills-prices-and-profits)

(a)  The amount of VAT paid per year from energy bills by an average household in 2016 was:

(1)

   A    £53.50

   B    £214.00

   C    £1 019.00

   D    £1 123.50

(b)  On the diagram below annotate the effect of a rise in VAT on the market for household
energy use.

(2)
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(c)  Define the term 'indirect tax'.

(1)

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

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

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

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

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

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

 

(Total for question = 4 marks)

 

 

Q6.           

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
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diagrams in your answers.

Disney+ is a streaming service that distributes films and television series produced by the Walt
Disney Studios.

(a)  Ceteris paribus, the most likely consequence of the above data is that Disney+ will
experience an increase in its:

(1)

   A    fixed costs

   B    income elasticity of demand

   C    price elasticity of demand

   D    revenue

(b)  Draw a supply and demand diagram to show the likely effect of the change in the number of
subscribers on the market equilibrium for Disney+ services.

(4)
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(Total for question = 5 marks)

 

 

Q7.           

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 .

Patrick Street Productions produces musicals. Its latest production is 'It's a Wonderful Life' and
the total cost of this production is $200 000. The ticket price is $40. The theatre has a capacity
of 300 seats. The company aims for revenue maximisation. If this is achieved, revenue from
ticket sales will cover 30% of total costs. Charitable donations contribute 12.5% towards total
cost and a government subsidy ensures the production covers all of its costs.

(a)  Calculate the total revenue from ticket sales for 'It's a Wonderful Life', assuming it is shown
only five times, all at full capacity. You are advised to show your working.

(2)

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

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

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

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

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

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

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

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

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

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

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

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

(b)  Calculate the value of the government subsidy necessary for this production to cover all of
its costs.

(2)
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.............................................................................................................................................

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

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

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

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

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

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

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

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

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

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

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

(c)  Which one of the following conditions is necessary for revenue maximisation to occur?

(1)

   A    Average revenue equals average cost

   B    Average revenue equals marginal cost

   C    Marginal revenue equals average revenue

   D    Marginal revenue equals zero

 

(Total for question = 5 marks)

 

 

Q8.           

The number of individual weekly ticket sales from UK National Lottery games operated by
Camelot was 73 million in the financial year 2015–2016.

The sale price of each lottery ticket was £2. This figure included 24 pence of tax revenue on
each ticket sold.

(a)  Calculate the weekly revenue received by Camelot after paying the tax to the government.
You are advised to show your working.
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(2)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Research conducted for HMRC estimated the cross elasticity of demand for using gaming
machines to be 1.28 in response to changes in the price of national lottery tickets.

(Source: https://www.gov.uk/government/uploads/system/uploads/ attachment_data/file/322845/report313.pdf)

In October 2013 Camelot increased the price of a national lottery ticket from £1 to £2.

(b)  Explain the likely impact of the price increase of national lottery tickets on the demand for
using gaming machines.

(2)

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

https://stemup.co.uk


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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

In 2016 a coastal flood defence scheme was completed at Broomhill Sands in Kent, protecting
people, homes and businesses. A £30 million grant from the National Lottery paid for the
scheme.

(Source: https://www.gov.uk/government/news/30-millionproject- set-to-reduce-flood-risk-in-kent)

(c)  The most likely reason for this grant is to ensure the:

(1)

   A    exclusivity of Broomhill Sands

   B    provision of a private good

   C    provision of a public good

   D    rivalry of Broomhill Sands
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(Total for question = 5 marks)

 

 

Q9.           

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.

The table below shows data on the drinks market in Chile in 2017.

(a)  The price of sweetened drinks increases by 5%. Ceteris paribus, calculate the percentage
change in the quantity demanded for sweetened drinks. You are advised to show your working.

(2)

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

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

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

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

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

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

(b)  The price of sweetened drinks increases by 5%. Ceteris paribus, calculate the percentage
change in the quantity demanded for bottled water. You are advised to show your working.

(2)

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

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

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

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

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

(c)  Using the data above, which one of the following is most likely?

(1)

 

(Total for question = 5 marks)

 

 

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)
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(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)

 

 

Q11.           

The diagram refers to production possibility frontiers for a country that produces capital goods
and consumer goods.
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Originally, the economy has a production possibility frontier shown by the line XY, operating at
point V. The production possibility frontier then moves to XZ, operating at point U.

(a)  Calculate the original and the new opportunity cost of producing 50 capital goods. You are
advised to show your working.

(2)

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

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

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

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

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

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

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

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

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

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

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

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

(b)  Which one of the following was the most likely cause of the movement in the production
possibility frontier from XY to XZ?

(1)

   A    A reduction in unemployment in consumer goods industries

   B    A rise in the cost of producing consumer goods
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   C    An increase in demand for consumer goods

   D    A technological improvement in the production of consumer goods

(c)  Explain one characteristic of the economy at position W.

(2)

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 5 marks)

 

 

Q12.           

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

The UK Rail Industry

Figure 1: UK government subsidy to Northern, a train operating company in Northern
England
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Figure 2: Rail passenger kilometres travelled per year in the UK, billions

Figure 3: Price of a single off-peak train journey, Edinburgh to Leeds Saturday 22nd

December 2018 19:00 hours

Extract A

The case for nationalisation
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Extract B

Southern Rail boss paid £495 000

(a)  Refer to Figure 1. Explain the likely effect of the change in subsidy levels between 2017 and
2018 on rail fares.

Include a supply and demand diagram in your answer.

(5)

(b)  With reference to Figure 2, examine two possible factors which may have influenced
demand for rail travel since 2008.

(8)

(c)  Assess whether complete nationalisation of the rail industry might protect employees.
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(10)

(d)  With reference to Extract A, paragraph 3, discuss whether the rail network can be
considered to be a natural monopoly.

(12)

(e)  Discuss the likely benefits of price discrimination to rail passengers. Use a diagram to
support your answer.

(15)

 

(Total for question = 50 marks)

 

 

Q13.           

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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Q14.           

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 .

(a)  The income elasticity of demand for bus travel is estimated to be –1.5.

This implies that:

(1)

   A    a 10% increase in fares will lead to a 15% decrease in passengers

   B    as unemployment falls, more people will use buses

   C    bus travel has a negative cross elasticity of demand compared to rail travel

   D    bus travel is an inferior good

(b)  Explain why a firm might try to reduce the price elasticity of demand for its products.

(3)

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

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 4 marks)
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Q15.           

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

In the UK, Freddo is a popular chocolate snack bought by children who are under 10 years old.
Freddo's income elasticity of demand is estimated to be –0.1.

(a)  Calculate the percentage change in quantity demanded for Freddos between 2015 and
2017, ceteris paribus:

(1)

   A    –0.8%

   B    –2%

   C    –2.5%

   D    –25%

(b)  Explain one reason why the income elasticity of demand is significant to the producer of
Freddos.

(3)

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

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

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

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

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

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

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

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

.............................................................................................................................................
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(Total for question = 4 marks)

 

Mark Scheme
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Questions
 

Q1.           

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

In the UK, Freddo is a popular chocolate snack bought by children who are under 10 years old.
Freddo's income elasticity of demand is estimated to be –0.1.

(a)  Calculate the percentage change in quantity demanded for Freddos between 2015 and
2017, ceteris paribus:

(1)

   A    –0.8%

   B    –2%

   C    –2.5%

   D    –25%

(b)  Explain one reason why the income elasticity of demand is significant to the producer of
Freddos.

(3)

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

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

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

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

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

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

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

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

.............................................................................................................................................
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(Total for question = 4 marks)

 

 

Q2.           

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

Amazon Prime, Netflix and NowTV all charge £7.99 per month for streaming very similar film and
television services.

(a)  The most likely cross price elasticity of demand for close substitutes is:

(1)

   A    – 2.1

   B    – 0.1

   C    + 0.1

   D    + 2.1

In 2016 the average cinema ticket price in the UK was £7.41, and there were 19.1 million tickets
sales. The price elasticity of demand was estimated to be –0.5.

(b)  Calculate the new total revenue if prices were raised by 3% in 2017 to £7.63, if everything
else remained unchanged. You are advised to show your working.

(3)

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

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

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

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

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

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

 

(Total for question = 4 marks)
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Q3.           

Between 2013 and 2015, median household income in the UK increased from £24 200 to £25
700. Over the same period the demand for bus travel fell by 3%.

(a)  Which one of the following is the most accurate explanation of the term 'median household
income'?

(1)

   A    The difference between the highest level of household income and the lowest level of
household income

   B    The middle household income after placing all household incomes in numerical order

   C    The most frequently occurring level of household income

   D    Total household income divided by the number of households

(b)  Using the data provided, explain whether bus travel is a normal good or an inferior good.

(3)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

.............................................................................................................................................
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(Total for question = 4 marks)

 

 

Q4.           

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

The International Energy Agency has predicted that oil use by cars will peak in 2025 because of
the increasing number of drivers switching to electric vehicles.

Evaluate the likely microeconomic consequences of consumers shifting from vehicles powered
by fuel obtained from oil to electric-powered vehicles.

 

(Total for question = 25 marks)

 

 

Q5.           

"Since peaking at 132p a litre in July 2014, petrol prices have fallen by 20%".

(a)  What is the expected percentage change in the quantity of petrol demanded if the price
elasticity of demand is –0.2?

(1)

   A    –0.4%

   B    +0.4%

   C    –4%

   D    +4%

(b)  The price elasticity of demand for petrol is –0.2. Explain the change to the total revenue of
petrol stations as a result of cutting their prices.

(3)
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.............................................................................................................................................

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

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 4 marks)

 

 

Q6.           

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

The market for higher education in the UK

Figure 1: Average graduate earnings, according to subject studied, compared to
average non-graduate earnings (per cent) 2018 selected subjects.
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Figure 2: Student loans outstanding at the end of financial years 2013 to 2018 in
England

Figure 3: Number of applications to UCAS according to median income of area
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Extract A

Rethinking tuition fees
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Extract B

Low-income university students twice as likely to drop out than high-income ones

(a)  Explain why 'the price elasticity of demand for higher education is about –0.5' may be of
relevance to English universities.

Refer to Extract A in your answer.

(5)

According to Extract B, the drop-out rate of students from low-income households is much higher
than that of high-income households.

(b)  Assess the likely impact of these drop-out rates on the allocation of resources within an
economy.
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(10)

(c)  With reference to Extract A, explain one likely private benefit to students and one likely
external benefit of higher education.

(6)

(d)  With reference to Figure 2, calculate the percentage increase in outstanding student loans
from 2013 to 2018.

You are advised to show your working.

(4)

(e)  With reference to Figure 1 and Extract A, discuss the benefits of allowing universities to
charge higher tuition fees for some degree courses.

(15)

EITHER

(f)  Evaluate the possible advantages of a free market approach to providing services such as
education.

(20)

OR

(g)  Evaluate whether government intervention is able to correct market failure in education.

(20)

 

(Total for question = 60 marks)

 

 

Q7.           

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

In August 2017 Hurricane Harvey caused the closure of nearly a quarter of the oil production
capacity in the United States.

(a)  Draw a supply and demand diagram to show the likely microeconomic effects of the
hurricane on the US oil market.

(4)
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(b)  The diagrams show movements from position X to Y on production possibility frontiers. In
which one of the diagrams does the movement from X to Y illustrate the most likely impact on
the US economy of a natural disaster such as Hurricane Harvey?

(1)
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(Total for question = 5 marks)

 

 

Q8.           

The following graph shows the global sales of personal computers (PCs) between 2011 and 2015.

(a)  The percentage decrease in sales of PCs between 2011 and 2015 is:

(1)

   A    21.5

   B    27.3

   C    31.5

   D    75.7

(b)  Explain one likely reason for the decrease in sales of PCs.

(2)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

The following table shows global sales of PCs by company in 2015.
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(c)  Calculate the five-firm concentration ratio. You are advised to show your working.

(2)

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

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

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

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

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

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

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

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

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

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

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

.............................................................................................................................................
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Q9.           
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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
S T E M U P . C O . U K
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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)

 

 

Q10.           

Health provision

Figure 1: National Health Service (NHS) in England: Government spending and
projected funding gap, £ billions, 2015 to 2020
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Figure 2: Percentage of NHS patients in England waiting over 18 weeks for
non-emergency treatment

Extract A

Hospitals already full
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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.

(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)
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(Total for question = 60 marks)

 

 

Q11.           

Energy markets

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

Extract A

Uranium: the unloved metal

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

https://stemup.co.uk


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)

 

 

Q12.           

Energy and telecommunication markets in the UK

Figure 1: Average annual household bill from the Big Six UK energy suppliers, 2017

Extract A

Energy price cap to fix 'broken' market in UK
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Figure 2: The monthly rental cost of a telephone landline

Extract B

BT profit rises
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Extract C

BT to slash landline charges for 1 million customers

(a)  With reference to Extract A, explain the difference between a positive statement and a
normative statement.

(5)

(b)  With reference to Extract B, examine the likely benefits to consumers of the integration
between BT and EE.

(8)

(c)  With reference to Extract C, assess possible reasons why many 'landline-only' customers do
not switch to a cheaper telephone provider.

(10)
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(d)  Discuss one likely reason for the rise in BT's profit (Figure 2, Extracts B and C). Use a cost
and revenue diagram to support your answer.

(12)

(e)  Discuss methods of government intervention to protect consumers within the utilities
markets, such as energy and telecommunications.

(15)

 

(Total for question = 50 marks)

 

 

Q13.           

Read extracts A and B before answering this question.

Hand car wash (HCW) firms in the UK

Extract A

What is the true human cost of your £5 hand car wash (HCW)?

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

https://stemup.co.uk


Extract B

Government intervention in the HCW industry
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(a)  Using the information provided, explain the market structure that best describes the hand
car wash (HCW) industry in the UK.

(5)

(b)  Examine two reasons why the demand for HCWs increases during a period when consumer
'incomes fail to keep up with inflation' (Extract A line 8).

(8)

(c)  Discuss the likely effects of changes in the level of migration on firms such as HCWs in the
UK. Use a labour market diagram and the information provided to support your answer.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic factors which determine the number of
firms in an industry. Refer to HCWs or another industry of your choice.

(25)

OR

(e)  Evaluate the microeconomic and macroeconomic effects of increased government
intervention in an industry. Refer to HCWs or another industry of your choice.
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(25)

 

(Total for question = 50 marks)

 

 

Q14.           

The average fee charged by high-street estate agents to homeowners for selling property is
1.3% of the final sale price.

(Source: http://www.which.co.uk/money/mortgages-and-property/homemovers/ guides/selling-a-house/estate-agent-fees-and-contracts)

(a)  Assume the selling fee is 1.3%. Calculate the payment received by an estate agent on a
property sold for £489 000. You are advised to show your working.

(2)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

In August 2016 the Office for National Statistics reported that the average house price in London
was £489 000, whereas in the North East of England it was £127 000.

(b)  The ratio of the average house price in London to the average house price in the North East
of England is:

(1)

   A    0.26

   B    3.62

   C    3.85

   D    7.40

(c)  Explain one likely reason for the difference in average house prices between London and the
North East of England.

(2)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 5 marks)

 

 

Q15.           

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 UK Government uses a range of indirect taxes to affect the market prices and quantities of
many goods and services.

(a)  In the diagram below, the government imposes a specific tax on a product.

This shifts the supply curve from Supply1 to Supply2.

The government's tax revenue is shown by the area:

(1)

   A    OP1HQ1

   B    P2P1HJ
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   C    P3P1HK

   D    P3P2JK

(b)  Using an example, explain why the government imposes specific taxes on many goods and
services.

(3)

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

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 4 marks)
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Questions
 

Q1.           

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

Between 2016 and 2017 the average price of new build houses in the UK rose by an estimated
5.4%.

(a)  With reference to the data provided, calculate the price elasticity of supply for new house
builds between 2016 and 2017. You are advised to show your workings.

(2)

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

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

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

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

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

(b)  A 2.5% increase in new build house prices in one region of the UK causes a 10% increase in
the number of houses built. Ceteris paribus, this suggests that supply of new house builds is:

(1)

   A    perfectly price elastic

   B    perfectly price inelastic

   C    relatively price elastic

   D    relatively price inelastic

(c)  Explain one factor that is likely to determine the price elasticity of supply of new house
builds.

(2)
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.............................................................................................................................................

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

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

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

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

 

(Total for question = 5 marks)

 

 

Q2.           

The table shows the quantity of PlayStation 4 games demanded and supplied.

As a result of an increase in packaging costs for the games, supply decreased by 80 000 at all
prices.

(a)  Calculate the change in equilibrium price given the increase in packaging costs.
Use the last column for your workings.

(4)

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

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

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

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

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

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

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

(b)  PlayStation 4 games and PlayStation 4 consoles have a negative cross-elasticity of demand.
This implies that these goods are:

(1)

A     complements

B     inferior

C     normal

D     substitutes

 

(Total for question = 5 marks)

 

 

Q3.           

(a)  With reference to Figure 1, explain one possible cause of the forecast change in total energy
use.

(5)

(b)  With reference to Figure 4, examine the likely impact on the USA's circular flow of income of
the trends in exports and imports of natural gas between 2000 and 2020.

(8)

(c)  With reference to the information provided, discuss the likely impact of a change in the price
of gas on the markets for solar energy and nuclear energy.

(12)

EITHER

(d)  With reference to the information provided and your own knowledge, evaluate the possible
microeconomic and macroeconomic effects on the UK economy of a decision by the government
to encourage fracking.

(25)
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OR

(e)  With reference to the information provided and your own knowledge, evaluate the possible
microeconomic and macroeconomic effects on the global economy of lower energy prices.

(25)

 

(Total for question = 50 marks)

 

 

Q4.           

Turkey – an emerging economy

Figure 1: Turkey's central bank lending rate, percent, 2013–2018

Figure 2: Selected emerging economy exchange rates, percentage change against the
US dollar: January 2018 compared to January 2016.
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Extract A

Can Turkey's central bank avoid another rate rise?

Extract B

Turkey aims to bin the plastic bag
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Extract C

Istanbul's third airport set to be the busiest in the world

(a)  Explain how the Turkish central bank intervenes in the currency market to prevent
'excessive appreciation or depreciation of the Turkish lira' (Extract A, lines 7–8).

(5)

(b)  Examine two reasons why the Turkish government may want to avoid a significant fall in the
exchange rate of the Turkish lira.

(8)

(c)  Discuss the likely success of policies to reduce the consumption of single-use plastic bags in
cities such as Istanbul.

(12)

EITHER

(d)  Evaluate the likely microeconomic and macroeconomic effects of a rise in interest rates in
Turkey.

(25)
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OR

(e)  Evaluate the microeconomic and macroeconomic impact of large infrastructure projects such
as the building of a third airport in Istanbul.

(25)

 

(Total for question = 50 marks)

 

 

Q5.           

(a)  With reference to Figure 5 and Extract C, explain one likely reason for the fall in the
exchange rate of the Turkish lira.

(5)

(b)  Discuss the costs to the Argentine economy of an inflation rate "estimated by some
economists to be over 25%". (Extract D, line 9)

(12)

(c)  With reference to Extract E, examine the impact of restrictions on beef exports on how
Argentine farmers decide to use their land.

(8)

EITHER

(d) With reference to the information provided and your own knowledge, evaluate the likely
microeconomic and macroeconomic effects of the imposition of 'price controls' (Extract E, line 8)
in Argentina.

(25)

OR

(e)  With reference to the information provided and your own knowledge, evaluate the likely
microeconomic and macroeconomic effects of the 23% devaluation of the Argentine peso.

(25)

 

(Total for question = 50 marks)
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Q6.           

The market for cigarettes

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

Extract A

Government intervention on tobacco

Extract B

Free market approach
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(a)  Explain why 'bans on tobacco advertising' (Extract A, line 7) may result in a decrease in the
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)
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OR

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

(20)

 

(Total for question = 60 marks)

 

 

Q7.           

Read Figure 1 and the following extracts (A to C) before answering this question.

The food delivery industry
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