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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)

 

 

Q8.           

(a)  Explain why 'the prices farmers received for beef in the UK rose by 3%' in 2013 (Extract A,
lines 7 and 8). Include a supply and demand diagram in your answer.

(5)

(b)  Assess the likely impact of a 3% increase in the price of UK beef on the market for lamb.

(10)

(c)  Explain two likely impacts on dairy farmers in the UK of the growth in the middle classes in
emerging markets such as China.

(6)
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(d)  With reference to Figure 1, calculate the value of subsidies as a percentage of total Scottish
farm income for 2012 and 2013. You are advised to show your working.

(4)

2012

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

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

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

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

2013

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

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

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

.............................................................................................................................................
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(e)  With reference to Figure 1, Extract B and your own knowledge, discuss the reasons for
subsidies being paid to Scottish farmers.

(15)

EITHER

(f)  Using the concept of external costs, evaluate the possible economic effects of increased beef
production. Use an appropriate diagram in your answer.

(20)

OR

(g)  Evaluate the impact of a guaranteed minimum price in the beef market on consumers and
producers. Use an appropriate diagram in your answer.

(20)

 

(Total for question = 60 marks)

 

 

Q9.           

The market for housing

Figure 1 – Estimates of the price elasticity of supply of new housing, selected
countries
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Figure 2 – Index of UK house prices (1993 = 100)

(a)  With reference to Figure 1, explain one possible reason for the differences in price elasticity
of supply of new housing between countries.

(5)

(b)  With reference to Extract A, assess the likely impact of the Help to Buy scheme on the
market for rented properties in the UK.

(10)

(c)  Explain the likely impact on producer surplus of an increase in the demand for housing. Use
a diagram to illustrate your answer.

(6)

(d)  With reference to Figure 2, calculate the percentage change in house prices between the
first quarter of 2009 and the first quarter of 2015. You are advised to show your working.
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(4)

(e)  With reference to Figures 1 and 2 and your own knowledge, discuss the functions of the
price mechanism in allocating housing.

(15)

Answer EITHER

(f)  Evaluate the likely microeconomic effects of government intervention in the UK housing
market.

(20)

OR

(g)  Evaluate the case for government provision of goods and services such as flood defence
schemes or housing.

(20)

 

(Total for question = 60 marks)

 

 

Q10.           

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 .

Fuel duty is an excise tax imposed on the sale of petrol, included in the price paid by consumers,
set at 58 pence per litre.

(a)  Draw a supply and demand diagram to show the incidence of a specific petrol tax on
consumers and producers.

(4)
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(b)  The indirect tax on fuel is increased in a market in which the price elasticity of demand is
−0.1.

Which one of the following is the most likely effect on consumer and producer surplus?

(1)

   A    Consumer surplus and producer surplus both decrease

   B    Consumer surplus and producer surplus both increase

   C    Consumer surplus decreases and producer surplus increases

   D    Consumer surplus increases and producer surplus decreases

 

(Total for question = 5 marks)

 

 

Q11.           

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

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

https://stemup.co.uk


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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Q12.           

The UK energy market

Figure 1: UK retail electricity and gas real price indices, 2004–2015

Figure 2: UK retail electricity and gas supply: market share by company, 2016
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Extract A

Competition and Markets Authority (CMA) report into the UK energy market

Extract B

Proposals to regulate profits in the UK energy market
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Extract C

Skills shortages in the UK energy sector

(a)  With reference to Figure 1, explain one likely reason for the overall trend in the real price of
gas and electricity.

(5)

(b)  With reference to Extract A, discuss the likely effectiveness of 'measures to open up and
increase competition' in the UK energy market.

(12)

(c)  With reference to Extract B, assess how the regulation of energy suppliers' profits is likely to
affect consumers and suppliers in the energy market.

(10)

The price elasticity of demand for electricity in the UK is estimated to be –0.35 in the short run
and –0.85 in the long run.

(d)  With reference to Extract A and your own knowledge, examine two possible reasons for the
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change in price elasticity of demand for electricity over time.

(8)

(e)  With reference to Extract C and your own knowledge, discuss policies businesses and
government might implement to reduce labour immobility to benefit the energy sector.

(15)

 

(Total for question = 50 marks)

 

 

Q13.           

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?
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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)

 

 

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 .

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

(1)

   A    OP1HQ1

   B    P2P1HJ

   C    P3P1HK

   D    P3P2JK

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

(3)

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 4 marks)

 

 

Q15.           

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

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

The table shows market data for e-cigarette kits. The original equilibrium price is £23.
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As a result of a successful advertising campaign, demand increased by 3 000 e-cigarette kits at
all prices. At the same time production costs fell leading to an increase in supply of 1 000
e-cigarette kits at all prices.

(a)  Calculate the new equilibrium price and quantity following the successful advertising
campaign and the fall in production costs. Use the last two columns for your working.

(4)

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

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

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

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

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

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

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

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

(b)  Research conducted in New Zealand in 2014 estimated the cross elasticity of demand for
e-cigarettes to be 0.16 in response to changes in the price of tobacco. This implies that a 5%
increase in the price of tobacco will cause the percentage change in demand for e-cigarettes to
be:

(1)

   A    −31.25

   B    −0.16

   C    0.8

   D    31.25

 

(Total for question = 5 marks)
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Q3.           

Between 2010 and 2015 the average price of tea in the UK increased from £7.20 per kilo to
£8.48 per kilo. Over the same period the quantity of tea purchased fell from 97 million kilos to 76
million kilos.

(Source: http://www.theguardian.com/lifeandstyle/shortcuts/2015/aug/05/brew-do-you-
think-you-are-why-tea-needs-to-copy-coffee-in-order-to-survive)

(a)  Assume that the change in the quantity of tea purchased was only caused by the change in
the price of tea. Calculate the price elasticity of demand for tea in response to the rise in its
price. You are advised to show your working.

(2)

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

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

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

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

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

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

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

(b)  Calculate the change in total sales revenue for UK tea retailers between 2010 and 2015. You
are advised to show your working.

(2)

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

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

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

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

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

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

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

(c)  Estimates for the demand for black tea in the UK suggest that it is an inferior good. This
implies it has a negative:
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(1)

   A    cross elasticity of demand

   B    income elasticity of demand

   C    price elasticity of demand

   D    price elasticity of supply

 

(Total for question = 5 marks)

 

 

Q4.           

The Indian government has introduced a subsidy on domestic cooking gas cylinders in the city of
Mumbai. The diagram below shows the effect following the introduction of the subsidy.

(a)  Calculate the total domestic cooking gas subsidy paid daily by the Indian government. You
are advised to show your working.

(2)

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

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

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

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

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

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

(b)  Calculate the percentage share of the total subsidy received by:

(i)  consumers

(1)

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

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

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

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

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

(ii)  producers

(1)

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

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

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

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

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

(c)  One effect of the subsidy is to increase:

(1)

   A    consumer surplus

   B    market failure

   C    public good provision

   D    tax revenue

 

(Total for question = 5 marks)
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Q5.           

The following table shows the price and annual production of bags of Arabica coffee beans.

(a)  Calculate the price elasticity of supply of Arabica coffee bean bags between 2013 and 2014.

(2)

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

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

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

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

(b)  Explain what is likely to happen to the price elasticity of supply for coffee in the long run.

(2)

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

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

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

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

(c) The price increase between 2013 and 2014 will:

(1)

A    signal to producers that coffee has become less popular

B    ration the good so that more can now afford to purchase it

C    lead to producers substituting to alternative crop

D    create an incentive for producers to grow more coffee
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(Total for question = 5 marks)

 

 

Q6.           

Read Figures 1 and 2 and extracts A and B before answering this question.

UK branded coffee shop chains market
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(a)  With reference to Figure 1, calculate the three-firm concentration ratio for branded coffee
shop chains.

(5)

(b)  With reference to Figure 2 and your understanding of price elasticity, examine two factors
that may cause significant changes in the international price of coffee beans.

(8)

(c)  Profit maximisation is assumed to be the business objective of most firms. With reference to
Extract A, assess whether this is the case for coffee shop owners.

(10)

(d)  Using a cost and revenue diagram, discuss the likely impact of 'rising costs' for coffee shops
on their profitability (Extract A, line 2).

(12)

(e)  With reference to the information provided, discuss whether the coffee shop market is
contestable.

(15)

 

(Total for question = 50 marks)

 

 

Q7.           

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.
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The consensus that diesel emissions are bad for health has led to many cities planning to ban
diesel vehicles from their centres. The mayors of Paris, Mexico City, Madrid and Athens have said
they intend to ban these vehicles by 2025.

(Source: adapted from http://www.autoexpress.co.uk/car-news/consumer-news/98747/
diesel-ban-clean-air-zone-expansion-could-see-diesel-cars-charged-to)

(a)  Annotate the diagram to show the change in consumer surplus in the market for diesel
vehicles, following the change in demand caused by the proposed 2025 ban in some city
centres.

(2)

(b)  A ban on diesel vehicles in city centres will reduce the demand for diesel fuel.
This is because:

(1)

   A    consumers are irrational

   B    consumers expect the price of diesel to rise

   C    the goods are complements

   D    the goods are substitutes

(c)  Define the term 'demand'.

(1)

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

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

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

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

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

 

(Total for question = 4 marks)

 

 

Q8.           

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

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

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

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

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

The total amount spent by the government on subsidies is represented by the area:
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(1)

   A    OP1JQ2

   B    OP3LQ2

   C    P3P1JL

   D    P4P2KM

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

(3)

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

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 4 marks)

 

 

Q9.           

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

The travel and tourism industry
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Figure 1: Package holiday market share of the six largest providers, booked by UK
residents, 2019

Figure 2: Jet2 package holiday prices to Sorrento

Extract A

Marginal productivity of cabin crew

Extract B

Thomas Cook's environmental impact
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Extract C

Why did Thomas Cook shut down?

(a)  Explain the likely impact of diminishing marginal productivity of labour on cabin crew
staffing levels. Refer to Extract A in your answer.

(5)
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(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.

(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)

 

 

Q10.           

(a)  Define the term 'external benefits'.

(1)

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

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

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

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

Diagram A shows the market for nursery school places.
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(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:

(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)
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