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SECTION A

Read the following stimulus material and answer all parts of Question 1 which follow in this section.
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Who should pay for students to study at university?

The proportign_of university education prowded by the pubhc‘sector and the private sector varies

‘throughout the world. Most UK umversntles are genera]ly considered to be | ln the public. sector

In"2017, there were only yfive | pnvate secfo'r universities in the country: The Hifference Between
public sector and pnvate sector universities;-however, is ‘¢hanging. ;T his is the result of a shift in
the fundzng ?f hlgher educa’non partlcularly -in- Englandf Unlversmes are obtammg less of their
Fig. 1 shows how the amount of gove”rnment spending on higher education has fallen in recent
years.

Fig. 1 — Spending on higher education government grant
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Note: Figure for 2014—'i 5 was a predicted figure. Figures are in real terms, adjusted for
inflation using the GDP deflator.

Tuition feas were. mtroduced in 998 at. a maximum Qf £1 OOO a7year By 2017, these had risen
fo a.maximum of £9 ZSD_fgr UKand EU students: studyzng in England. Most universities charge
this maximum annual fee. in October 2017, the government announced that it was freezing
tuition fees abt,ﬁg 250 instead '_of increasing them_in, Ilne with inflation, and raising the student
loan repayment threshold from £21,000 fo £25,G00. Mbst students would like the government fo
maintain the freeze for some Lrpe or even scrapﬂ t‘ulipn fees*ailtogether{

Some A Level students do not. galn the grade’ needed 1o take-up umversﬁy plaoes Jn other
cases, however?’lt is tuition fees which- dlscourage them-from applying to-university. These
students are coficerned about future debt levéls anid value for money. The average pay for
university graduaies | I8 hlgher than.that for non-graduates Future earnings, however vary
according to the subject studied, university attended and jobgained after graduatlon Currently
the highest earning post graduates tend to have been ‘sfudents of medicitle, iveterlh"éfv science,
econom:cs and- engmeerlng]Whlle the lowest earners are found to be former students of Engllsh
therature commumcaflon agnculturerand creatlve artsTA Level pupils are also aware that

the leal Iearnmg expenence varies betwee courses and unlversmes with some undergraduates
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complaining about lack oficontact hours and- hlgh numbers oﬂstudents in-seminar groups. I
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25 While a limit on tuition fees may be welcometto many ‘students, universities are concerned about
the ‘measure. They are worried that if: they are not able to charge'l hlgher fuition fees.and.if they
do not get more fundlng from the government they wili struggte {o cover their costs. Universities'
operating costs‘vary with the number of students they teach. Fig. 2 shows.a breakdown of the

total cost of £31 2 b||||on mcurred by UK universities in 2014-2015 when they were educating
30 2 27 m|II|on students

et e

Fig. 2 — The composition of the total cost of UK universities 2014-2015
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The cost of prowdmg degree courses varies between subjects and unrversrtres It is, for example

L
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The amount spent on education for people above . school age (tertrary education) mcludes

35 spending on degree courses]and vocational courses fSuch educatron providesaTagige of
benefits not only to those who undertake the courses but also" 0 others. Tertiary education
mcreases a country s output and. the productwrty of its workers. UK universrtles are also creating
an mcreasmg ‘number of spin-off companies S which creaté new jObS N
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education varied in selected countries in 2016, as well as average income in those countries.

Fig. 3 — The proportion of people who had cormpleted tertiary education in selected
‘ countries in 2016
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Fig. 3 shows how the proportion of people of two different age ranges who had completed tertiary
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C.ountry 25-34 year 'plds 21’ 55-64 year olds ‘ Average incom-e
who compleéeted who completed (GDP per head in
tertiary education | tertiary education U$$) 2016
Canada 60.6 A 46.2 42 200
Germany 30.5 26.3 42 000
Japan 60.1 39.7 39100
New Zealand 434 282 » 39400
South Korea 700 19.7 27 600
United Kingdom 6520 e 376 39 9GO
United States of 47.5 ' 419 57 500
America ) A .
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Answer all the questions..

/

1 (a) Explain, using evidence from the stimulus material, why higher education is a private good.
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{b) Calculate, using information from the stimulus.material, the average fixed cost of educating a
university student in 2014--2015.

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

‘ fo/ 2.1 = 2 3.4-09 1"85’—40401 [3]

{¢) (i) Explain whether the infoé%w in Fig: 3 about -average income and about 25-34 year
olds who had completed fertiary education shows the expected relationship between the
two.
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(i) Explain, using information- in Fig. 3, which coeuntry is likely to have experienced the
lowest relative increase in occupational mobility over the last thirty to forty years.
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(d) Evaluate whether students will benefit from the government freezing the maximum annual
tuition fee for some time.
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(e) Evaluate, using evidence from the stimulus material, whether a higher tuition fee should be
charged to medical students than to English Literature students.
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SECTION B

Answer EITHER guestion 2 OR question 3.

EITHER
2* Governments-may use buffer stock systems to reduce the market failure caused by price instability.

Evaluate, using an appropriate diagram(s), the effectiveness. of a buffer stock system in reducing
market failure. m’a X1 ] [25]

mi
OR -

3* Some-econdmists claim that the Royal Mail was-more efficient when.it was.a:monopoly.
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Evaluate, using an appropriate diagram(s), whether a monopoly will be efficient. - [28]
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SECTION C S s thea |
¢
Answer EITHER question 4 OR question 5.
q q ﬂ@m‘“ m/fua*/
. )
EITHER hare P90

: ¢
Estonia continues to increase the role of market forces in its economy. ¢ 106 80 & waurj

Evaluate whether operating a market economy is the bestway to allocate resources. [25]

f

o m kK€
OR /\;ED /)#?D , ;,y[j ¢ »/gﬂﬁ‘?l’ﬂmﬁ
Firms usually take info account the income and cross elasticities of demand for their products
when setting:their prices. oA
Vi (ali ag
Evaluate whether g firm which produces a product that has positive income elastICIty of demand 1;'
and posxtlve cross elasticlty of demand “should Iower the : price. of the product. [25]
: pINE
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Off Page Comments

Item Name

Comment

le

Only REASONABLE An on the 1st page Only REASONABLE Ev
on the 2nd page Overall KU therefore REASONABLE

5

Incorrect stuff re elasticities on 1st page LIMITED An on 2nd
page becoming REASONABLE on XED at the bottom of the
page, followd by some LIMITED Ev about strength of the
relationship Final page lifts the Ev to REASONABLE - ie
avoidance of price war / predatory pricing Overall KU is only
REASONABLE

1d

1st para is only REASONABLE An because of lack of economic
concepts No Ev anywhere in the answer KU therefore LIMITED
Limited, Reasonable, No is equivalent in the Grid to Limited,
Limited, Limited ie 1 down on An, 1 up on Ev

Does not address the Q on the 1st page Confusion at top of 2nd
page but some LIMITED An related to excess supply - confuision
on the rest of the page LIMITED Ev an top of Page 12 followed
by more confused stuff, more NAQ but reaches REASONABLE
Ev on Page 13 Overall KU is only REASONABLE therefore

1b

1 mark for correctly identifying interest and depreciation as FC =
1.4 + 6.3 1 mark for dividing by 2.2 (forgive the lack of million!)






