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SECTION A g;

" [x™

Read the following stimulus material and.answer-all parts of Question 1 which follow i this section. ct
. Gt

: o bis

Who shotild pay for students to study at university? :gg

! Pz

The propottion of university education provided by the public sector and the private sector varies :cf
throughout the world. Most UK universities are generaily considered to be in the public sector. o

In 2017, there were only five: private sector universitigs in the country. The.difference between ' 8{
‘pubhc sector and private séctor universities, however, is changlng This is the result of aEShlft i\ : )t

5 thefunding of hlgher education, particularly. in England. yg_u/gLSItles are obtalnmg less; oﬁthelr o}
income.from government financed’ teachmg“grants and an increasing propottion from tuition-febs. ,8{
Fig. 1 shows how the amount of government spending on. hlgher educatlon has faIIen in‘récent 5
years. . : B
Fig. 1 - Spending on higher education government grant %ﬁ
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Note: Figure for 2014-15 was a predicted figure. Flgures are in real terms, adjusted for
inflation using the GDP deflator. | ‘

Tuition fees were introdU(;ed in 1998-at:a maximum 0f.£1,000.a year. By 2017, these -had risen
10 to a maximum:of £9,250-for‘UK and EU students. studying:in-England. Most universities charge
thlsémaXImum annualjee In October 2017, the governmefit announced that it was freezmg
titionfess at.£9, 750 ipstead-of-increasing-them.in line.with-irifiation and raising:the - sidsht
logn repaymept threshold from £21;0007%06:£25;000. Most students would like the government to

maintain the freeze for some time or even scrap tuition: fees a!together

15 Some A Level students do not gain the grades needed-to take up umversnty piaces: In other
cases, however, itisrtuitien-fees which:discourage-them-from: -applyingtoaniversity. These
students are concgriigd.about: future debt levels and valuefor- money. The average: payf for
ums;ty graduate hlghermtﬁ‘an that for non- graduates. Future"earnmgs 'F&Wever; VAry
according to the subjéct studied, university attended and jgb, gamed TAfter graduation. Currently

20 the highest earning post graduates tend to have been students oft @edtcme vetelinary scierce,
econgmics and*englneerlng While the Jowest-es garners are found to B& former students of Engilsh
theraturefcommunl unication, agricultute and creative-arts. A Level pupils are also aware that

My
the lez Ieammg experience varies between courses and Uhiversities, with some undergraduates
L— complaining about lack of contact hours and high numbers of students in. seminar groups. -_'
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25  While a limit on tuition fees. may-be'welecme to many students, universities are concerned.about
the measure. They are. wortied that if they are ng_t;e_ple.to charge hlgher tuition. fees and if they
Wo: hot'get:fiiore' fundlng,from the government, they willfStriggle o, coveLthelr costs Universities’
operating costs vary with the number of students they teach. Fig. 2:shows.a breakdown of the

?otal cost:of £317, 2'bllllen incurred by UK universities in 2014—2015 when they were educating
30 2.2 million studenfs.

Fig. 2 — The composition of the total cost of UK universities 2014-2015
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The €dst of providing degree. courses® varLeébetween subjects and universities. It is, for exaimple,
maore expensive 1o provide engineering-courses than English Literature ¢ourses. The University-
of Cambrldge for instance, spends more per student than the University of BEdfordshite.

The amount spent on education for people above school age I:éi_e;l’ﬁélly-ei’i'-lcation), includes

35 .spending on degree courses and vocational-eeurses. Such education provides a range of
benefits not only to those who undertake the courses but aiso to othérs. Tertlary"é'é—ﬁcé-tﬁlr'\
incréases a country’ sL_utp“t‘ ] d{ihe, productlwt 1of.its.workers. UK universities are also creating
an increasing number. of spi f spinZoff:companiies which create new jobs:

(q—r
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Fig.-3 shows' how the proportion of peoplé of two different age ranges.who:had completed tertiary

-education varied in selected countries in.2016, .as well as. average income in those countries.

Fig. 3:— The proportion of people who had completed tertiary educatlon in selected

countriesin 2016
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’ Country 25-34 year olds 95-64 yearolds | Average income,
’ ! " who completed 'who completed ' | (GDP per head in
_ tertiary education | tertiary education US$) 2016
Canada 606 462 42 200
Germany 30.5 26.3 43 000
Japan 60.1 397 39100
| New Zeatand 434 282 39400
‘South Korea 70.0 197 27 600
| United Kingdom 520 . 37.6 39 900
|United States of 475 419 . 57 500
| America ‘
b
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Answer-all the questions. -

1 (a) Explain, using.evidence from the stimulus material, why F lgﬁer’*educatlo is a frivatergood:

Highec. ediicabon. 5. pm\w oy. . dree maril..
Dadgo..00. Mwal price.| 5 @\/\ave,eA %H/wﬁe, s

PURALG, f no\u pm‘okm 0 pm}o\\c gooo‘w do_pnd So.100

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

QV\\EELKSO@EL .................................................................. e eeeee et 121

. (b) Calculate, using-information from the stimulus material, the dVéragefiXed cost of educating a

uhiversity student in 2014=2015. /0 L an A7
TeaUCARC. O ok = £3). Ln 2o rEe, . Ve 48,67 of 312
B Eg‘__ . _ \fc :301 7_
P[FC.’.Q‘.\T".' .......... E.(.i:..?l._.g’.....V..C.’.................................................................‘.....: .......................
S FL=31.2-50.F _ 5 Lize
ﬁ{j’:_;_(:_ ................... 5 RO /& T
‘ Zlm ‘ ‘ ,
© eerereieeesseectesrgessessessesesseeesssessseesseseeesbeesesnseenstassatesansessssseenntsnntenn eeranens SO SRURPR k1 |
(c)} (i) Explain Whether the. information .in Fig. 3.about average income and .about 25-34 year
olds who had completed tertiary education -shows the expected relationship betweén the
two.
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(ii) Explain; using information in Fig. 3, ‘which country is likely to have experienced the

lowest relative fincregse: ingoectpationalmobility over the last thirty to forty years.
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(d) Evaluate Whether students will tbenefit from the governmentifreezmg the PREXIMUM_annualy

tumon fee for some time.
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{(e) Evaluate, using evidence from the stimulus material, whether a{figher" tumon féé shouid be e
‘ charged to mgdical stidents than to EfiglisiiCiterature studens.
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SECTION B

~ Answer EITHER guestion 2 OR question 3.

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

Evaluate, usihg. an-appropriate diagram(s), the effectiveness.of.a buffer stock system in redﬁcing
market failure: [25]

Rl

OR

3* Some economists claim that the Royal Mall was more efficient when it was.a.monopoly..
e . —————— o g S

%f&wﬂ Evaluate, using-an appropriate diagram(s), whether a @ono:po y will be BFGIENE . [25]
> |

Question no. g ........
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Answer EITHER question 4 OR question 5
EITHER . ' @;SUV

4* Esionia continues fo increase the role of market forces.in.its economy.

o %,

Evaluate whether operating.almarket.economy, is thelpestway tolallocate resources. [25]

OR

5% Firms usually take into account thé income and cross elasticities of deinand for their products
when.setting their prices.

Evaluate whether a firm which produces a product that has positive incorme elasticity of demand
and positive cros$ elasticity of demand should lower thé price of the product [25]
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