
E X A M  Q U E S T I O N  P A C K

S C O R E P E R C E N T A G E

%

S T E M U P

ECONOMICS

/1170

P E A R S O N  E D E X C E L  A - L E V E L  E C O N O M I C S  B  ·  9 E B 0

4 . 1  C O M P E T I T I O N  A N D  M A R K E T  P O W E R

https://stemup.co.uk


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

These questions belong to
Pearson Edexcel, not to us.
The examination questions and mark schemes in this pack were written and
published by Pearson Edexcel. They are past assessment materials, reproduced
here so that students can revise from them.

What we do not own
STEMUP is not affiliated with Pearson Edexcel and does not own, and makes no claim to
own, any of the question or mark scheme material in this pack. Pearson has not
endorsed, approved or been involved in the production of it. Pearson, Edexcel and the
qualification titles used here belong to their respective owners and appear for
identification only.

Where to find the originals
Pearson publishes its past papers and mark schemes free of charge. Always check the
current specification at qualifications.pearson.com before you revise, because content
and wording can change between series.

If you hold the rights to any material in this pack and would like it amended or
removed, contact admin@stemup.co.uk and we will act on it.

https://stemup.co.uk


Questions
 

Q1.           

Tesla held an 82% market share of the electric vehicle market in the United States during the
first half of 2020.

Evaluate whether a monopoly is likely to operate efficiently. Refer to at least one monopoly of
your choice.

 

(Total for question = 25 marks)

 

 

Q2.           

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.

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

https://stemup.co.uk


Extract A

Supermarket price war puts pressure on their food suppliers

Extract B

Food waste in the supply chain
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Extract C

Proposed merger activity in the supermarket sector

(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.
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(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)

 

 

Q3.           

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)

 

 

Q4.           

Blackberry made a loss of $4.4 billion in quarter 3, 2013 but continued to operate.

(a)  Explain one condition under which loss-making firms might continue to operate in the
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short-run.

(4)

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

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

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

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

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

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

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

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

(b)  If Blackberry is currently a profit-maximising firm but changes its objective to sales
maximisation, it can be deduced that Blackberry will move from setting prices at which:

(1)

A     marginal revenue equals zero to where marginal revenue equals marginal costs

B     marginal revenue equals marginal costs to where marginal revenue equals zero

C     marginal revenue equals marginal costs to where average revenue equals average costs

D     average revenue equals average costs to where marginal revenue equals marginal costs

 

(Total for question = 5 marks)

 

 

Q5.           

In 2015 JCB, the construction equipment manufacturer, experienced a 6% fall in revenue. This
resulted from a reduction in sales of construction equipment to emerging markets.

(a)  Draw a cost and revenue diagram to show the likely impact of a reduction in sales of
construction equipment on JCB's profits.

(4)
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.............................................................................................................................................

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

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

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

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

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

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

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

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

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

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

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

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

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

(b)  In India JCB has a strong brand image and a 50% share of the market for construction
equipment. This means the construction equipment market in India is likely to have a low level
of:

(1)

   A    concentration

   B    contestability

   C    private ownership

   D    specialisation

 

(Total for question = 5 marks)

 

 

Q6.           

(a)  With reference to Extract C, explain what can be inferred about the price elasticity of
demand for coffee beans.
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(5)

(b)  With reference to Figure 4, examine the likely impact of the 19% increase in the price of
coffee beans between January and February 2014, on the price of a cup of coffee bought from a
coffee shop.

(8)

(c)   Discuss the different degrees of contestability in the farming of coffee beans and in the UK
coffee shop market.

(12)

EITHER

(d)  With reference to the information provided and your own knowledge, evaluate the likely
microeconomic and macroeconomic effects of fluctuating coffee bean prices on coffee-producing
countries.

(25)

OR

(e)  With reference to the information provided and your own knowledge, evaluate the likely
microeconomic and macroeconomic effects of the depreciation of the real on Brazil's economy.

(25)

 

(Total for question = 50 marks)

 

 

Q7.           

(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)
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(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)

 

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)

 

 

Q8.           

(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)
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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)

 

 

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.

Pilgrim's Pride is the second-largest chicken supplier in the US. It will pay a $107.9 million fine
for price fixing with Tyson Foods and other chicken suppliers. The firms limited production to
force prices higher and harm major customers, including KFC. Pilgrim's Pride is thought to have
gained at least $361 million in total revenue from the collusion.

(a)  Draw a simple two firm/two outcome game theory model to show why the chicken suppliers
may have colluded.

(4)

(b)  Which one of the following is most closely associated with tacit collusion?

(1)

   A    Overt sharing of information

   B    Predatory pricing

   C    Price wars

   D    Unspoken agreements

 

(Total for question = 5 marks)
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Q10.           

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

Figure 1: UK market share of potato crisps, 2017

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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Mark Scheme
 

Q1.           
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Q4.           

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

https://stemup.co.uk


 

 

Q5.           
S T E M U P . C O . U K

https://stemup.co.uk


 

 

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

https://stemup.co.uk


Q6.           
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Q8.           

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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


 

 

Q9.           
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Q10.           

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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


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

https://stemup.co.uk


 

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

https://stemup.co.uk


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

https://stemup.co.uk


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.           

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

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
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Extract A

The case for nationalisation

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
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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.

(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)

 

 

Q3.           

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 .

In Sicily, many households can grow lemons of the same quality as each other. Chiara decides to
sell lemons at her local market, expecting to make a normal profit. She notices that all of the
many lemon sellers are charging exactly the same price.

(a)  Draw diagrams showing the equilibrium positions for both the lemon market and a typical
firm in the long run.

(4)
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(b)  Which one of the following will exist in the short run if Chiara makes a loss?

(1)

   A    Allocative efficiency and productive efficiency

   B    Allocative efficiency and productive inefficiency

   C    Allocative inefficiency and productive efficiency

   D    Allocative inefficiency and productive inefficiency

 

(Total for question = 5 marks)

 

 

Q4.           

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

(c)  Calculate the five-firm concentration ratio. You are advised to show your working.

(2)

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

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

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

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

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

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

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

 

(Total for question = 5 marks)

 

 

Q5.           

In July 2017 it was announced that only a third of the BBC's 96 top earning presenters were
women and that its seven highest-paid presenters were all men.

According to the High Pay Centre, in 2018, UK chief executives can earn 120 times more than
the average full-time worker earning £28 758.

With reference to an industry of your choice, evaluate why wage differences exist within the UK
labour market.

 

(Total for question = 25 marks)

 

 

Q6.           

Energy and telecommunication markets in the UK

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

Energy price cap to fix 'broken' market in UK

Figure 2: The monthly rental cost of a telephone landline
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Extract B

BT profit rises

Extract C

BT to slash landline charges for 1 million customers
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(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)

(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)

 

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

https://stemup.co.uk


 

Q7.           

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

'Amazon.com, the giant online retailer, has too much power.' It uses its market power to put a
squeeze on publishers, in effect driving down the prices it pays for books. If a publisher refuses,
Amazon may take action by 'delaying their delivery, raising their prices, and steering customers
to other publishers'.

Evaluate the likely costs of a monopsony operating in a market such as book retailing.

 

(Total for question = 25 marks)

 

 

Q8.           

In July 2016 Apple's share of the UK market for smartphones was 38%.

Evaluate whether such a high market share for one company is in the consumer interest. Use
appropriate diagrammatic analysis in your answer.

 

(Total for question = 25 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 .

River Island is a clothing retailer. Students are offered a River Island student discount code to
benefit from a 10% price reduction as an attempt by the firm to increase profit.

(a)  Complete the third-degree price discrimination diagram below. Draw the impact on each
sub-market by showing the price and profit.
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(4)

(b)  Which one of the following is necessary for a firm to be able to practise price discrimination?

(1)

   A    It has some degree of market power

   B    It is able to store its product

   C    Its product has different features in different markets

   D    The costs of supplying some customers are higher

 

(Total for question = 5 marks)

 

 

Q10.           

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

According to the Royal Mail, more hair and beauty salons opened on UK high streets last year
than any other type of independent business, with a net increase of 10%, representing 626 new
salons.

(Source: adapted from https://www.theguardian.com/small-business-network/2016/nov/18/
beauty-boom-or-bust-uk-too-many-salons)

(a)  The UK hair and beauty industry is an example of monopolistic competition because:
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(1)

   A    firms spend nothing on advertising and research

   B    the industry is dominated by a few large firms

   C    the products are homogenous

   D    there are low barriers to entry and exit

(b)  Draw a cost and revenue diagram to show the long-run equilibrium of a firm in monopolistic
competition.

(4)

 

(Total for question = 5 marks)

 

 

Q11.           

The following table shows the sales (millions) of tablet computers in quarter 3, 2012 and quarter
3, 2013:
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(a)  The 3-firm concentration ratio in quarter 3, 2012 was 59.2%.
Calculate the 3-firm concentration ratio in quarter 3, 2013 in this market.
You are advised to show your working.

(2)

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

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

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

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

(b)  It can be deduced from this data that the tablet computer market is:

(1)

A     monopolistically competitive

B     perfectly competitive

C     oligopolistic

D     a natural monopoly

(c)  Explain one barrier to entry that is likely to exist in the tablet computer market.

(2)

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

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

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

 

(Total for question = 5 marks)

 

 

Q12.           

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)?
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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)

 

 

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)
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Questions
 

Q1.           

(a)  With reference to Extract A, explain how migration out of Poland into Britain may affect the
Polish production possibility frontier. Use an appropriate diagram in your answer.

(5)

(b)  With reference to Extract A, assess two factors which might affect the geographical mobility
of labour in the EU.

(10)

(c)  Discuss the likely benefits of increased immigration from Eastern Europe for employers in
the UK.

(12)

(d)  Examine the likely reasons Hanson chose to grow 'through a number of mergers, to become
one of the world's biggest companies' (Extract C lines 18 and 19).

(8)

(e)  Discuss the likely impact of the demerging of conglomerates on efficiency.

(15)

 

(Total for question = 50 marks)

 

 

Q2.           

In October 2017 Scania, the Volkswagen-owned truck maker, was fined €880 million (£771
million) by the European Commission for colluding with five other truck manufacturers over a
14-year period. The firms had agreed to coordinate prices after experiencing additional costs of
meeting emission regulations.

With reference to an industry of your choice, evaluate why some firms engage in collusive
behaviour.

 

(Total for question = 25 marks)
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Q3.           

The UK economy

Figure 3: GDP per hour worked, nominal values at PPPs, percentage above or below
UK level, 2018

Figure 4: UK index of output per hour worked, base year 2016 = 100

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

https://stemup.co.uk


Figure 5: Proportion of adults with low literacy and/or numeracy skills, by age,
selected countries

Extract D

The end of the High Street?

(a)  With specific reference to Figure 3, explain why productivity is measured by 'GDP per hour
worked, nominal values at PPPs'.

(5)
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(b)  Apart from literacy and numeracy skills in young workers, examine one reason for the trend
in productivity in the UK, over the period shown in Figure 4.

(8)

(c)  Discuss factors that are causing many high street retailers in the UK to close some branches
or shut down completely.

Use a cost and revenue diagram to support your answer.

(12)

EITHER

(d)  Evaluate possible microeconomic and macroeconomic policies which could be used to
improve UK competitiveness.

(25)

OR

(e)  Evaluate the microeconomic and macroeconomic effects of a decline in the literacy and
numeracy skills of a country's young workers.

(25)

 

(Total for question = 50 marks)

 

 

Q4.           

(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)
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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)

 

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)

 

 

Q5.           

Evaluate the likely microeconomic impact of an increase in the UK national minimum wage.

 

(Total for question = 25 marks)

 

 

Q6.           

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)

 

 

Q7.           

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

Figure 1: UK market share of potato crisps, 2017

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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Q8.           

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

 

 

Q9.           

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)?
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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)

 

 

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 .

Statement 1: Since Poland joined the European Union (EU) in 2004, over one million of its
workforce have migrated to other countries in the EU.

Statement 2: Many engineers have left Poland for higher paid jobs in other countries in the EU.

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

(1)

(b)  Explain the likely impact of migration on the wage level of engineers in Poland.

(4)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 5 marks)

 

 

Q11.           

Some occupations in the UK are facing large labour shortages. Hard-to-fill vacancies include
qualified chefs, software engineers, construction workers and qualified nurses.

Evaluate the factors that might influence the supply of labour in an occupation of your choice.

 

(Total for question = 25 marks)

 

 

Q12.           

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

The UK Rail Industry
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Figure 1: UK government subsidy to Northern, a train operating company in Northern
England

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)
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