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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 UK economy
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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

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

(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.
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(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)

 

 

Q3.           

(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)

 

 

Q4.           

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)

 

 

Q5.           

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)

 

 

Q6.           

Energy and telecommunication markets in the UK

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

Extract A

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

Extract B

BT profit rises
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Extract C

BT to slash landline charges for 1 million customers

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

(5)

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

(8)

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

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

(12)

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

(15)

 

(Total for question = 50 marks)

 

 

Q7.           

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
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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)

 

Mark Scheme
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