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General Marking Guidance

e Allcandidates mustreceive the same treatment. Examiners must mark the
first candidate in exactly the same way as they mark the last.

e Mark schemes should be applied positively. Candidates must be
rewarded forwhat they have shown they can do rather than penalised for
omissions.

e Examiners should mark according to the mark scheme not according to
their perception of where the grade boundaries may lie.

e Thereisno ceiling onachievement. Allmarks on the mark scheme should
be used appropriately.

e Allthe marks onthe mark scheme are designed to be awarded. Examiners
should always award full marks if deserved, i.e. if the answer matches the
mark scheme. Examiners should also be prepared to award zero marks if
the candidate’sresponse is not worthy of credit according to the mark
scheme.

e Where some judgementisrequired, mark schemes will provide the
principles by which marks will be awarded and exemplification may be
limited.

e Whenexaminers are in doubt regarding the application of the mark
scheme to acandidate’sresponse, the team leader must be consulted.

e Crossedoutwork should be marked UNLESS the candidate hasreplaced
it with an alternative response.



Section A

Question | Quantitative skills assessed Answer Mark
1 QS4: Construct andinterpreta The only correct answeris C
range of standard graphical Aisincorrect because average 1))
forms . . revenue would never be below
QS9: Interpret, apply and analyse information marginal revenue
inwritten, graphical, tabular and numerical Bis incorrect because this is not
forms. i
the shutdown point
Disincorrect because the firm
would continue to operate
2 QS4: Constructandinterpreta The only correct answeris D 0)]
range of standard graphical
forms . . Aisincorrect because the firm
QS9: Interpret, apply and analyse information will be allocatively efficient and
inwritten, graphical, tabular and numerical onlv normal orofit will be made in
forms. y P
the
long-run
Bisincorrect because the firm
will be allocatively efficient
Cisincorrect because the firm
willmake normal profit
3 QSé: Calculate cost, revenue and profit The correct answeris C
(marginal, average, totals) M
QS9: Interpret, apply and analyse information | Aisincorrect because thisis
inwritten, graphical, tabular and numerical average fixed costs at 300 units
forms. Bisincorrect because thisis the
average variable costs at 400
units
Disincorrect because this
average costs at 300 units
4 QS4: Construct and interpret arange of The only correct answeris B (0)]
standard graphical forms
QSé6: Calculate cost, revenue and profit Aisincorrect because this is
(marginal, average, totals) Aopl
. . e and others
QS9: Interpret, apply and analyse information Cri)spincorrect because this is the 4
inwritten, graphical, tabular and numerical i ; .
forms. |rlm'concentrat|on ratio .
Disincorrect because othersis
not a business
5 QS4: Construct and interpret arange of The only correct answeris A M
standard graphical forms
QSé6: Calculate cost, revenue and profit Bisincorrect becauseis sales
(marginal, average, totals) maximisation
QS9: Interpret, apply and analyse information Cisincorrect because this is
in written, graphical, tabular and numerical T
forms sa_Ie_s maximisation . .
Disincorrect because this profit
maximisation
6 QS8: Make calculations of elasticity and The only correct answeris D
interpret the result m

QS9: Interpret, apply and analyse information
inwritten, graphical, tabular and numerical
forms

Aisincorrect because thisis
would reduce the supply of
labour

Bisincorrect as this would make
the demand forlabourinelastic
Cisincorrect as this would make
the demand forlabourinelastic




SectionB

Question

Withreference to Figure 1and Figure 2, calculate Tata Steel’s total costs for
steel productionin2024.
Answer

Mark

7(a)

Quantitative skills assessed:

QSé6: Calculate cost, revenue and profit.

QS9: Interpret, apply and analyse information in written, graphical,
tabularand numerical forms.

Application 2

Up to 2 marks for calculation:
¢« £20.8bn - £1.4bn (1)

e =£19.4bn (1)

NB: Award full marks for correct answer regardless of
working.
NB: If Bn omitted from answer award 1 mark only

(2)

Question

Explain whatis meant by the term ‘conglomerate’ (Extract A, line 5). Answer

Mark

7(b)

Quantitative skills assessed:
QS9: Interpret, apply and analyse information in written, graphical,
tabularand numerical forms.

Knowledge 2, Application 2

Knowledge:

1mark for definition of conglomerate:

e Acorporation that owns arange of businesses across differentindustries (1)

PLUS ONEMARK FOR DEVELOPMENT
e The businesses would benefit fromrisk bearing economies / The business
may offer a diverse or unrelated range of products (1)

Application -
Up to 2 marks for application to context of Thyssenkrupp
e Itproducesautomotive technology (1)
e Greentechnology materials services (1)
e Steel(1)
e Marine systems (1)

(4)




7(c)

Knowledge 2, Application 2, Analysis 2, Evaluation 2

Quantitative skills assessed:

QS4: Construct and interpret arange of standard graphical forms
QS9: Interpret, apply and analyse information in written, graphical,
tabular and numerical forms.

Knowledge

Up to 2 marks for drawing a diagram that shows knowledge of:

Costs,
Revenue

AC2

Quantity

© Learnogic

¢ AR, MR, AC;, MCiand profit maximisation equilibrium (1)

e Area of initial supernormal profitidentified PiFBCi (1)

OR
Costs
LRAC
- PR R S T
ey-------------—----= .
0 Qi Q  Quantity

© Learnogic




@® Correctlylabelled diagram showing LRAC (1)
@® Andafallinoutputandfallin costs showing a correct movementalong
the LRAC (1)

Analysis
Up to 2 marks for showing:
e DecreaseinMCandACtoMCzandAC2(1)
e New area of supernormal profit (P2GEC>) (1)
OR

@® Anexplanationthatthe fallin output may lead to areductionin
diseconomies of scale and lower average costsin thelongrun (1)
resulting in higher profits for Thyssenkrupp (1)

Application

Up to 2 marks forreference to Extract B
e Reducingoutputfrom11.5 to 8.7 million tons (1)

e Reducing the size of the workforce by 11000 jobs (1)

Evaluation 2

Up to 2 marks for evaluative comments, e.g.:

e The costs of implementing the restructuring are high (1)
this may offset the rise in profit (1)

e If outputfalls, revenue falls (1) reducing profits (1)

e Profits may fall as the business may lose economies of
scale(1)

e Joblosses mayreduce motivation (1) reducing efficiency
and profit (1)

e Therestructuring may not be needed as the green
technology section of the businessis growing (1)

NB Acceptreverse arguments

(8)




7(d)

Knowledge 2 Application 2 Analysis 2

QS9: Interpret, apply and analyse information in written, graphical, tabular
and numerical forms.

Knowledge and Analysis

Up to 2 marks for identification of two reasons why the merger was blocked
and up to 2 marks for linked explanations e.g.:

* Negative impact on steel buyers / consumers (K) due to the potentialincreased
market power for the merged firm (An)

o Lowerwagesin the steelindustry (K) as the merged firms would have stronger
bargaining power over costs (An)

o Loweremploymentinthe steelindustry (K) which is below the socially optimum
level (An)

Application

Up to 2 marks for tworeferences to ExtractC, e.g.:

« Significantincreasesin the price of steel (1)

¢ Reduce competition (1)

e Tata steel and Thyssenkrupp more dominance in market (1)

« Monopsony employer of steel workers in UK and Netherlands (1)
* Negative feedback from car manufacturers (1)

(6)




Question

With reference to Extract A, Extract B and your own knowledge, discuss
the benefits to Tata Steel and Thyssenkrupp of the proposed horizontal
integration. lllustrate your answer with an appropriate diagram.

7(e)

Indicative content guidance

Answers must be credited by using the level descriptors (below) in line with the
general marking guidance. The indicative content below exemplifies some of the
points that candidates may make but this does not imply that any of these must
beincluded. Otherrelevant points must also be credited.

Quantitative skills assessed
QS4: Construct and interpret arange of standard graphical forms

QS9: Interpret, apply and analyse information in written, graphical, tabular and
numerical forms.

Knowledge, application, analysis (8 marks) - indicative content

Definition of horizontal integration- when two firms merge at the same stage of the
production processin the same industry

e Tata steelis the largest producerin India
¢ [twould become Europe’s second largest steel manufacturer

e Firms would be able torecover the fall of profits of between 8% and 17% after the
tariff wasimposed by the US their biggest export market

 The firm would benefit from lower LRAC - economies of scale
e The firm may reach their minimum efficient scale at Q1

« The firm may become more productively efficient

« Dynamic efficiency may increase

« Stronger monopoly power gives the firm greater price setting ability and higher
prices may increase profits

Example of diagram showing LRAC falling as output increases-

Costs
LRAC
C _________
S| RN ,
o Q Q1 Quantity




Level

Mark

Descriptor

No rewardable material.

Levell

1-3

Displaysisolated, superficial orimprecise knowledge and understanding of
economic terms, principles, concepts, theories and models.

Use of generic material orirrelevantinformation orinappropriate examples.
Descriptive approach which has no chains of reasoning.

Level 2

4-6

Displays elements of knowledge and understanding of economic terms,
principles, concepts, theories and models.

Ability to apply knowledge and understanding to some elements of the
question. Some evidence and contextual references are evidentin the
answer.

Chains of reasoning in terms of cause and/or consequence are evident but
they may not be developed fully or some stages are omitted.

Level 3

7-8

Demonstrates accurate and precise knowledge and understanding of
economic terms, principles, concepts, theories and models.

Ability to link knowledge and understanding in context using relevant
examples which are fully integrated to address the broad elements of the
question.

Analysisis clear, coherent, relevant and focused. The answer demonstrates
logical and multi-stage chains of reasoningin terms of cause and/or
consequence.

Evaluation (6 marks) - indicative content

Culture clashes may make it difficult for the firms to merge

e Uncertainty may reduce employees’ motivation and productivity

« Diseconomies of scale may occur, e.g. if communicationis difficult
within the merged firm

¢ Legal costs are high when merging, reducing profits

e The firm willnot become the largest steel producerin the market,
limiting their price setting ability

¢ Short-runimpacts are not as significant aslong-runimpacts on the
firm, it will take time for the new firm to establish how it will operate
to see the maximum benefit

« Cost saving might not be big enough torecover costs from fall in profits after
tariffsimposed by the US

« Risk of government intervention

« Magnitude of the benefits in terms of size of the new merged firm

» Tata Steelis already dynamically efficient

Level

Mark

Descriptor

No rewardable material.

Level1

1-2

Identification of generic evaluative comments.
No supporting evidence/reference to context.
No evidence of alogical chain of reasoning.

Level 2

3-4

Evidence of evaluation of alternative approaches
Some supporting evidence/reference to context.
Evaluationis supported by a partially-developed chain of reasoning.

Level 3

5-6

Evaluationrecognises different viewpoints and/or s critical of the evidence.
Appropriate reference to evidence/context.
Evaluationis supported by alogical chain of reasoning.




SectionC

Indicative content guidance

Answers must be credited by using the level descriptors (below) in line with the
general marking guidance. The indicative content below exemplifies some of the
points that candidates may make, but this does not imply that any of these must be
included. Other relevant points must also be credited.

Quantitative skills assessed:

QS4: Construct andinterpret arange of standard graphical forms.

QS9: Interpret, apply and analyse information in written, graphical, tabular and
numerical forms.

Knowledge, Application and Analysis (12 marks) -

Indicative content
« Business objectives defined orlisted
¢ Revenue maximisation MR=0

Costs,
Revenue

ATC

D

0 Qr Quantity
MR © Learnogic

« This point allows the business to achieve the highest level of revenue

¢ At point A the firmis maximising revenue

¢ Firmsin competitive markets may not maximise profitsin ordertoincrease their
market share, therefore they operate where MR=0

* Revenue maximisation willincrease the output and sales, helping to increase market
share, compared with the profit maximisation level of output




¢ Increasing quantity may also help the firm to achieve economies of scale as it grows
in size, lowering average costs

e Inthe short-run firms might have a revenue maximising goal to establish themselvesin
the market e.g.in China

e If there are low barriers to entry into the market a firm may have a revenue maximising
objective to deternew entrantsinto the market

o If demandiis elastic firms may have a revenue maximising objective to maintain low
prices

¢ Firms may revenue maximise in the short-run to increase market share and build
monopoly powerinthelong-run

e Toavoid competition authorities by reducing level of profit

e Firmsmayincreaserevenue toincrease market share

e Oftentoremove products before they become out of date/ obsolete

NB if no diagram candidate can achieve a maximum of level 3

Level Mark Descriptor
0 No rewardable material.

Levell 1-3 Displaysisolated, superficial orimprecise knowledge and understanding of
economic terms, principles, concepts, theories and models.
Use of generic material orirrelevant information orinappropriate examples.
Descriptive approach which has no chains of reasoning.

Level 2 4-6 Displays elements of knowledge and understanding of economic terms,
principles, concepts, theories and models.
Limited application of knowledge and understanding to economic problems
in context.
Anarrow response or superficial, only two-stage chains of reasoningin terms
of cause and/or consequence.

Level 3 7-9 Demonstrates accurate knowledge and understanding of economic terms,
principles, concepts, theories and models.
Ability to apply knowledge and understanding to some elements of the
question. Some evidence and contextualreferences are evidentin the
answer.
Analysisis clear and coherent. Chains of reasoningin terms of cause and/or
consequence are evident but they may not be developed fully orsome
stages are omitted.

Level 4 10-12 | Demonstrates accurate and precise knowledge and understanding of

economic terms, principles, concepts, theories and models.

Ability to link knowledge and understanding in context using appropriate
examples which are fully integrated to address the broad elements of the
question.

Analysisis clear, coherent, relevant and focused. The answer demonstrates
logical and multi-stage chains of reasoning in terms of cause and/or
consequence.




Evaluation (8 marks) - indicative content

e Divorce between ownership control may occur and satisficing behaviour
may cause the managers and owners to have different objectives

e Revenue maximisation may only be a short-run objective

e Thefirmmay wishto changeits objective inthe long-run when the firmis
more established and canincrease prices more easily/market conditions
may change

e |evelof contestability willimpact the objectives of the firm, the higher the
barriers to entry the more likely the firm will be profit maximising

Other objectives might be more significant:
e Firmsurvival for small or new firmin the industry
e Profitmaximisation occurs when MR=MC
e Thisenables the firm to achieve supernormal profits P*ABC

Costs,
Revenue

Quantity
MR
e Salesvolume maximisation occurs when ATC=AR (point B)

Costs,
Revenue




NB: Learners may argue that revenue maximisation is always the main objective for a
firm for KAA and that it is not always the main objective for EV or vice versa.

Level Mark | Descriptor
0 No rewardable material.
Levell 1-3 Identification of generic evaluative comments.
No supporting evidence/reference to context.
No evidence of alogical chain of reasoning.
Level 2 4-6 Evidence of evaluation of alternative approaches.
Some supporting evidence/reference to context.
Evaluationis supported by a partially-developed chain of reasoning.
Level 3 /-8 Evaluation recognises different viewpoints and/or is critical of the evidence,

leading to aninformed judgement.
Appropriate reference to evidence/context.
Evaluationis supported by alogical chain of reasoning.




Question

Evaluate methods that a government could use to promote
contestability in a market.

lllustrate your answer with an appropriate diagram(s).

Indicative content

Indicative content guidance

Answers must be credited by using the level descriptors (below) in line with the
general marking guidance. The indicative content below exemplifies some of the
points that candidates may make, but this does not imply that any of these must
beincluded. Otherrelevant points must also be credited.

Quantitative skills assessed:
QS9: Interpret, apply and analyse information in written, graphical, tabular
and numerical forms.

Knowledge, Application, Analysis (12 marks) - indicative content

« Definition of contestability: The extent to which a market is open to potential
competition, determined by how easy itis for new firms to enter the market.

e The Government in Singapore introduced taxincentives to new firms to
encourage themto operate. Areductionin the tax burden should

incentivise more new firms to start up in Singapore which improves the
contestability of the market

 The taxincentives of S$100 000 shouldresultin a decrease in average
costsleading to anincrease in profits

e Fallin ACito AC2 showing a new equilibrium with a higher profit level
from PCEAto PCFG

Costs,
Revenue

AC1

ACz

Quantity

e Governmentintervention willincrease the level of supply in the market
causing the supply curve to shift outwards, with a higher quantity and lower
equilibrium price

e Deregulation makesit easierforafirmto setup and expand, asitreduces
time/costs. Thisincreases the number of firms entering the market
improving contestability




Price

S2

D

Quantity

e Deregulation reduces the barriers to entry into the market, as less legal
expertise is needed, increasing contestability

o Privatisation moves an industry from the public sector into private sector,
potentiallyincreasing contestability inthe market, if more firms enterthe market

o Competitive tendering for public sector contracts encourages firms to
compete over price and quality, encouraging firms to become more
competitive. The removal of long-term contracts also reduces the barriers to
entry in the provision of public sector services

» Trade liberalisation removes barriers to entry that may stop foreign firms from
being able to enter a market, encouraging more market entrants and
contestability

* Measures to control mergers must relate to how thisimproves contestability

NB if no diagram candidate can achieve a maximum of Level 3

Level Mark Descriptor
0 No rewardable material.
Levell 1-3 Displaysisolated, superficial orimprecise knowledge and understanding of
economic terms, principles, concepts, theories and models.
Use of generic material orirrelevant information orinappropriate examples.
Descriptive approach which has no chains of reasoning.
Level 2 4-6 Displays elements of knowledge and understanding of economic terms,

principles, concepts, theories and models.

Limited application of knowledge and understanding to economic problems
in context.

Anarrow response or superficial, only two-stage chains of reasoning in terms
of cause and/or consequence.




Level 3

7-9

Demonstrates accurate knowledge and understanding of economic terms,
principles, concepts, theories and models.

Ability to apply knowledge and understanding to some elements of the
question. Some evidence and contextual references are evidentin the
answer.

Analysisis clear and coherent. Chains of reasoningin terms of cause and/or
consequence are evident but they may not be developed fully orsome
stages are omitted.

Level 4

10-12

Demonstrates accurate and precise knowledge and understanding of
economic terms, principles, concepts, theories and models.

Ability to link knowledge and understanding in context using appropriate
examples which are fully integrated to address the broad elements of the
question.

Analysisis clear, coherent, relevant and focused. The answer demonstrates
logical and multi-stage chains of reasoning in terms of cause and/or
consequence.

Evaluation (8 marks) - indicative content

If taxincentives are not generous enough, they may not incentivise small
businesstosetup

Reducing the tax burden may not be enough for small firms/FDI to enter the
market. There might be more significant factors stopping firms, such as
market conditions oraccess tofinance

Deregulation may reduce the costs of production forincumbent firms,
allowing prices to fall, making it more difficult for new firms to enter the
market and compete over price, increasing barriers to entry

If deregulation encourages FDI, smaller domestic potential entrants may
find the market less attractive

If privatisation creates a private monopoly, then output may be restricted
reducing social welfare

Competitive tendering may not reduce barriers to entry/improve
contestability if a cartelis in operation in the industry, as new firms would
not be able to undercut the cartel to make an offer and win the bid

Trade liberalisation canlead to foreign monopolies undercutting smaller
domestic firms, reducing their profitability and potentially forcing them out
of the market.

Thereis arisk of government failure if the policies lead to unintended
consequences due to information gaps.

Level

Mark

Descriptor

No rewardable material.

Levell

1-3

Identification of generic evaluative comments.
No supporting evidence/reference to context.
No evidence of alogical chain of reasoning.

Level 2

4-6

Evidence of evaluation of alternative approaches.
Some supporting evidence/reference to context.
Evaluationis supported by a partially-developed chain of reasoning.

Level 3

7-8

Evaluation recognises different viewpoints and/or s critical of the evidence,
leading to aninformed judgement.

Appropriate reference to evidence/context.




‘ Evaluationis supported by alogical chain of reasoning.

Question Evaluate the benefits of anincrease in the minimum wage on businesses and workers.
lllustrate your answer with an appropriate diagram(s).
Indicative content
10

Indicative content guidance

Answers must be credited by using the level descriptors (below) in line with the
general marking guidance. The indicative content below exemplifies some of the
points that candidates may make, but this does notimply that any of these must be
included. Otherrelevant points must also be credited.

Quantitative skills assessed:
QS4: Construct and interpret a range of standard graphical forms.

QS9: Interpret, apply and analyse information in written, graphical, tabular and
numerical forms.

Knowledge, Application and Analysis (12 marks) - indicative content

e Understanding of minimum wage - the lowest wage that a businessis legally
required to pay its workers

Benefits to businesses

» Workers may be better-motivated and hence more productive. Labour productivity
increases

e Anincrease in efficiency may resultin a fall in unit labour costs, more than offsetting
therise in the minimum wage rate

e Lowerunitlabour costs may mean that business becomes more competitive

o Workers are more likely to stay employed with their current employer. Lower labour
turnoverrates means more experienced and loyal workers. Lower recruitment and
training costs onreplacement workers

e Consumers may be on higherincomes which may resultin anincreased demand for
the firm's products/services. Revenue and profit may rise

e Businesses may replace workers with capital. Hence efficiency and profit may rise

Wage rate
/SL
W2 \ : MW2
Wel---- R 2
. : Dy
0 Q3 Qe Q4+ Quantity
of labour

Benefits to workers

e Arise inincome forlow-paid workers. Greater purchasing power and ariseinliving
standards. Minimum wage rises from OW: to OW2




e Less dependence on benefits to top-up householdincome level

o Greater motivation andjob satisfaction

e Workers may be moreinclined to seek promotions and pursue careers

o If the employeris a monopsony, arise in NMW may lead to arise in employment

NB: Restrict to a maximum of 9 marks for Knowledge, Application and Analysis if no
appropriate diagram provided or only one economic agent is considered.

Level Mark Descriptor
0 No rewardable material.

Levell 1-3 Displaysisolated, superficial orimprecise knowledge and understanding of
economic terms, principles, concepts, theories and models.
Use of generic material orirrelevantinformation orinappropriate examples.
Descriptive approach which has no chains of reasoning.

Level 2 4-6 Displays elements of knowledge and understanding of economic terms,
principles, concepts, theories and models.
Limited application of knowledge and understanding to economic problems
in context.
A narrow response or superficial, only two-stage chains of reasoning in terms
of cause and/or consequence.

Level 3 7-9 Demonstrates accurate knowledge and understanding of economic terms,
principles, concepts, theories and models.
Ability to apply knowledge and understanding to some elements of the
question. Some evidence and contextual references are evidentin the
answer.
Analysis is clear and coherent. Chains of reasoningin terms of cause and/or
consequence are evident but they may not be developed fully or some stages
are omitted.

Level 4 10-12 | Demonstrates accurate and precise knowledge and understanding of

economic terms, principles, concepts, theories and models.

Ability to link knowledge and understanding in context using appropriate
examples which are fully integrated to address the broad elements of the
question.

Analysisis clear, coherent, relevant and focused. The answer demonstrates
logical and multi-stage chains of reasoningin terms of cause and/or
consequence.




Evaluation (8 marks) - indicative content

Drawbacks of minimum wage to businesses:

e Increase inlabour costs (see diagram). May make business less competitive especially
ininternational markets

e May exert upward pressure on wages for other workers notjust the low-paid.
This furtherincrease production costs

e May resultin some businesses having to downsize or even leave the market

e Small firms may be particularly vulnerable

e Possiblerise in administration costs

Drawbacks of minimum wage to workers:

e Some workers may lose theirjobs as the business seeks to lower the increase in labour
cost. Employmentin the industry falls

« Businesses may expect workers to work harder/more efficiently to
compensate for higher costs

¢ Aminimum wage may resultin arise ininflation (demand-pull and cost-push). Hence
real wages may notrise significantly (may even fall)

e« Aminimum wage may increase the number of people working in the informal sector, so
firms can avoid paying the legal minimum

General points:
e Impact on a firm partly depends on number of low-paid workers it employs

« Magnitude - depends on the extent of therise in the minimum wage. E.g. for Malaysian
textile workers the rise is 50%

e Impact depends on how effective a government will be in enforcing the minimum
wage

Mark Descriptor

0 No evaluative comments.
Levell 1-3 |dentification of generic evaluative comments.
No supporting evidence/reference to context.
No evidence of alogical chain of reasoning.
Level 2 4-6 Evidence of evaluation of alternative approaches.
Some supporting evidence/reference to context.
Evaluationis supported by a partially-developed chain of reasoning.
Level 3 7-8 Evaluationrecognises different viewpoints and/or is critical of the evidence,

leading to aninformed judgement.
Appropriate reference to evidence/context.
Evaluationis supported by alogical chain of reasoning.




