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Questions
 

Q1.           

Supermarket price war, food waste and possible mergers

Figure 1: Market shares by total revenue in the UK supermarket sector, 2010 and
2015

Figure 2: Proportion of food suppliers reporting that the following supermarkets fail
to meet the Groceries Code of Conduct, 2015.

Extract A
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Supermarket price war puts pressure on their food suppliers

Extract B

Food waste in the supply chain

Extract C

Proposed merger activity in the supermarket sector
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(a)  With reference to Figure 1 and Extract A, explain one likely reason for the change in the
four-firm concentration ratio of the supermarket sector between 2010 and 2015.

(5)

(b)  With reference to Figure 2 and Extract A, discuss the possible impact of supermarket
monopsony power on both food suppliers and consumers.

(12)

(c)  Examine measures the government might use to restrict the monopsony power of
supermarkets.

(8)

(d)  Assess the extent to which 'information gaps' (Extract B, lines 5 and 6) and 'irrational
behaviour' (Extract B, line 11) are the main causes of food waste in the UK.

(10)

(e)  Discuss the likely problems for Sainsbury's and Morrisons if the suggested merger between
them goes ahead. Refer to Figure 1, Extract C and your own knowledge in your answer.

(15)

 

(Total for question = 50 marks)

 

 

Q2.           

Chile
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Figure 1: Copper prices, US dollars per tonne, 2007–2015

Figure 2: US dollar per 100 Chile pesos exchange rate, 2007–2015

Figure 3: Chile: copper output and real GDP growth, 2007–2015

Extract A

Chile's economic outlook brightens
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Extract B

Chile's copper mining on a downward track
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(a)  With reference to Figure 2, explain one likely reason for the change in the Chile peso
exchange rate between 2013 and 2015.

(5)

(b)  Examine the likely impact of externalities of copper mining on firms and communities within
Chile.

(8)

(c)  Apart from externalities, discuss the problems that Chile faces as a result of dependency on
copper mining.

(12)

EITHER

(d)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of policies that could be used to stimulate economic
growth and development in Chile.

(25)

OR

(e)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic impact on Chile's economy of changes in the level of
investment.

(25)
S T E M U P . C O . U K

https://stemup.co.uk


 

(Total for question = 50 marks)

 

 

Q3.           

Evaluate the likely consequences of imperfect information in the market for higher education.
Use an appropriate externalities diagram in your answer.

 

(Total for question = 25 marks)

 

 

Q4.           

Read Figures 1 and 2 and the following extracts (A to C) before answering this
question.

The travel and tourism industry

Figure 1: Package holiday market share of the six largest providers, booked by UK
residents, 2019

Figure 2: Jet2 package holiday prices to Sorrento
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Extract A

Marginal productivity of cabin crew

Extract B

Thomas Cook's environmental impact

Extract C

Why did Thomas Cook shut down?
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(a)  Explain the likely impact of diminishing marginal productivity of labour on cabin crew
staffing levels. Refer to Extract A in your answer.

(5)

(b)  Examine the likely impact of Thomas Cook's plan 'to reduce their airline emissions' (Extract
B, line 6) on the social optimum position. Use an appropriate externalities diagram in your
answer.

(8)

(c)  With reference to Extract C, assess whether Thomas Cook's failure was caused by the
principal-agent problem.

(10)

(d)  With reference to Extract C, discuss the proposed government subsidy to prevent Thomas
Cook from reaching its shut-down point.
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(12)

(e)  With reference to the information provided, discuss the decision by Jet2 to increase its
package holiday prices.

(15)

 

(Total for question = 50 marks)

 

 

Q5.           

(a)  Define the term 'external benefits'.

(1)

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

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

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

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

Diagram A shows the market for nursery school places.

(b)  Which one of the following measures could a government introduce to achieve the social
optimum consumption of nursery school places?

It could introduce a:
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(1)

   A    maximum price of 0P1 per unit

   B    subsidy of RS per unit

   C    tax of VT per unit

   D    minimum price of 0P1 per unit

(c)  Annotate on Diagram A the welfare gain area and the new social optimum output resulting
from successful government intervention in the market for nursery places.

(2)

 

(Total for question = 4 marks)

 

 

Q6.           

(a)  Explain the difference between 'good' deflation (Extract B, line 16) and 'bad' deflation
(Extract B, line 27).

(5)

 

(b)  With reference to Figure 1 and Extract A, examine the likely reasons for the fall in oil prices
since the middle of 2014.

(8)

 

(c)  With reference to Extract A, discuss the factors necessary for the success of a cartel.

(12)

 

EITHER

(d)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of a sustained period of deflation.

(25)
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OR

(e)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of a sustained fall in global oil prices.

(25)

 

(Total for question = 50 marks)

 

 

Q7.           

'Tradable permits are less effective than taxation in reducing carbon emissions.'

To what extent do you agree with this statement?

 

(Total for question = 25 marks)

 

 

Q8.           

(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)

 

 

Q9.           

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 external benefits of higher education include increased tax revenue, faster economic
growth, greater innovation and labour market flexibility.

(a)  Draw an externalities diagram to show the likely impact of the consumption of higher
education.

(4)

(b)  On average, in the UK, a working-age graduate earns approximately £10 000 more per year
than a non-graduate.
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This suggests a university degree provides a substantial

(1)

   A    external benefit

   B    external cost

   C    private benefit

   D    social cost

 

(Total for question = 5 marks)

 

 

Q10.           

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.

A company that provides drinking water and treats waste water has been fined £180 000 after
an incident that killed about 2 500 fish. The charges relate to an illegal discharge of sewage from
the waste water treatment plant that polluted nine kilometres of the River Severn, a popular
tourist destination.

(a)  Draw an externalities diagram to show the likely impact of the sewage discharge on the local
tourist industry.

(4)
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(b)  Which one of the following is the most likely effect of the £180 000 fine?

(1)

To:

   A    increase market failure

   B    increase profits for the water company

   C    reduce external costs

   D    reduce government failure

 

(Total for question = 5 marks)

 

 

Q11.           

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

The food delivery industry
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(a)  Using the information provided, explain one externality that arises in the food delivery
market.

(5)

(b)  With reference to Extract B, examine whether the demand for delivered food is price
inelastic and income elastic.

(8)

(c)  With reference to Extract C, discuss the likely effects of increasing integration within the food
delivery market.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic effects of a depreciation of the pound.
Refer to restaurants or other food delivery services in your answer.

(25)
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OR

(e)  Evaluate the microeconomic and macroeconomic effects of significant increases in the
minimum wage. Refer to restaurants or other food delivery services in your answer.

(25)

 

(Total for question = 50 marks)

 

 

Q12.           

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 .

HS2 is a high-speed rail network linking the north and south of England. HS2 will be four years
late and cost double the Department for Transport's original estimate.

(a)  Define the term 'government failure'.

(1)

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

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

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

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

(b)  Explain one likely microeconomic reason why the government is using taxpayers' money to
fund HS2.

(2)

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

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

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

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

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

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

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

(c)  The diagram below shows the demand for and supply of passenger rail services.

The shift of the demand curve from D1 to D2 is most likely to result from a:

(1)

   A    government decision to impose a tax on workplace parking

   B    government decision to increase subsidies for rail travel

   C    planned expansion of the government's railway track building programme

   D    reduction in the tax imposed on a litre of petrol

 

(Total for question = 4 marks)
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Questions
 

Q1.           

The diagram shows the market for the production of electricity using coal. Assume there are no
external benefits.

(a)  Which one of the following can be inferred from the diagram?

(1)

A    At the free market equilibrium quantity, the marginal social costs exceed the marginal
       social benefits

B    The area of net welfare loss at the free market equilibrium is given by the area XYZ

C    The social optimum quantity exceeds the free market equilibrium quantity

D    An increase in the quantity from Q1 to Qe will reduce the net welfare loss

(b)  Explain how the introduction of a tradable pollution permit scheme is likely to reduce the
production of electricity using coal.

(4)

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

https://stemup.co.uk


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

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

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

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

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

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

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

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

 

(Total for question = 5 marks)

 

 

Q2.           

In September 2016 the government approved the building of an £18 billion nuclear power
station, Hinkley Point C, which will supply 7% of UK electricity for up to 60 years. The power
station is funded by Chinese and French investment.

Evaluate the likely private costs and external costs involved in such major power station
construction projects. Use an appropriate externalities diagram in your answer.

 

(Total for question = 25 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.

A large number of people should be vaccinated against a new virus, so that even those who are
not vaccinated will benefit.
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(a)  With reference to the statement above, explain the difference between positive and
normative statements.

(3)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(b)  Which one of the following explains how market failure might occur in a free market
economy?

(1)

   A    A net welfare loss results from intervention by the government

   B    Firms enter the market in response to higher prices

   C    Goods with positive externalities are underprovided

   D    Prices rise when there is excess demand

 

(Total for question = 4 marks)
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Q4.           

Universities UK raised concerns about the proposal to reduce the maximum tuition fees (fee cap)
for undergraduate courses in England from £9 000 to £6 000. It stated "This unfunded proposal
to reduce the fee cap would damage the quality of experience our universities could deliver to
students and remove opportunities for those seeking to benefit from a university education".

(Source: adapted from tuition fees 2015 Times letter Universities UK
http://www.universitiesuk.ac.uk/highereducation/
Pages/UUKboardFeesLetter.aspx#.VjoQRbfhDIU)

(a)  Explain why reducing the tuition fee cap may result in excess demand for university places.

(3)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(b)  Which one of the following statements is correct?
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(1)

   A   The marginal social benefits exceed the marginal private benefits from university
education

   B   University education is an inferior good

   C   University education is a public good

   D   The social optimum equilibrium quantity is less than the market equilibrium quantity for
university education

 

(Total for question = 4 marks)

 

 

Q5.           

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)

 

 

Q6.           

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)
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Q7.           

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.

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.

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

 

 

Q8.           

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)

 

 

Q9.           

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)

 

 

Q10.           

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)

 

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

https://stemup.co.uk


(Total for question = 60 marks)

 

 

Q11.           

Branded coffee shops

Figure 1: Market share of UK branded coffee shops, 2015, percentages

Figure 2: Number of Starbucks coffee shops worldwide, 2003–2016
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Figure 3: Price comparison in selected London coffee retailers, February 2017

Extract A

Starbucks in Britain – a loss-making business?

Extract B

Tax on disposable coffee cups?
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Extract C

German city of Freiburg takes action on cutting the use of disposable coffee cups

(a)  With reference to Figure 1, briefly explain the market structure that best describes the UK
branded coffee shop market.

(5)

(b)  With reference to Figure 3 and other information provided, discuss the price and non-price
strategies that Starbucks may use to increase profitability.

(12)

(c)  Examine the advantages of using an indirect tax as a means of reducing the use of
disposable coffee cups.

(8)
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EITHER

(d)  Evaluate the microeconomic and macroeconomic factors that may influence Starbucks'
decision whether to expand in a particular country.

(25)

OR

(e)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of increased UK demand for coffee at branded coffee
shops.

(25)

 

(Total for question = 50 marks)

 

 

Q12.           

Markets for food and drinks high in fat, salt or sugar (HFSS)

Figure 1: UK market share of potato crisps, 2017
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Extract A

The effects of a total ban on advertising of HFSS foods
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Extract B

Taxing HFSS foods and subsidising healthy eating widens inequality
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Extract C

Tax on fatty foods in Denmark is an economic disaster

(a)  With reference to Figure 1 and Extract A, explain what is meant by a 'highly concentrated'
market for potato crisps (Extract A, lines 2–3).

(5)

(b)  Apart from changes in indirect taxes and subsidies, examine two causes of income
inequality within a developed economy such as the UK.

(8)

(c)  In Extract A, lines 15–16, it was suggested that some firms may respond to the advertising
ban by cutting the prices of their products.

Using game theory and the information provided in Figure 1 and Extract A, discuss the effects 
on firms of cutting prices in an oligopolistic market.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic effects of increased government spending
on education to promote healthy eating in the UK.

(25)

OR

(e)  Evaluate the likely microeconomic and macroeconomic effects of imposing a tax on HFSS
foods.

(25)

 

(Total for question = 50 marks)
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