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INSTRUCTIONS

Use black ink. You can use an HB pencil, but only for
graphs and diagrams.

Write your answer to each question in the space
provided. If you need extra space use the lined pages at
the end of this booklet. The question numbers must be
clearly shown.

Answer ALL the questions in Section A, ONE question in
Section B and ONE question in Section C.

INFORMATION
The total mark for this paper is 80.
The marks for each question are shown in brackets [ ].

Quality of extended response will be assessed in
questions marked with an asterisk (*).

ADVICE

Read each question carefully before you start your
answer.



SECTION A

Read the stimulus material in the separate booklet and
answer ALL the parts of Question 1.

1
(a) Refer to LINES 11-19.

(i) Using information from the stimulus material, explain
the term EXTERNAL COSTS.

[2]

(if) Using information from the stimulus material, explain
the term INFORMATION FAILURE.

[2]




(b) Refer to LINES 25-33.

Calculate the percentage change in branded water
bottle consumption predicted by 2028.

[2]




(c) ‘Bottled water has seen a huge increase in its
popularity in the last 50 years.’ LINES 2-3.

Explain, using an appropriate diagram, the impact
on the level of producer surplus of an increase in
demand for bottled water.

[4]




(d) ‘Both the market power and the environmental impact
of the water industry have been a topic of much
debate in the UK recently.” LINES 34-36.

Evaluate, using evidence from the stimulus material,
whether there is market failure in the water industry.

8]







(e)* Two-thirds of England’s biggest water companies
employ key executives who previously worked at the
water regulator OFWAT. LINES 67-69.

Evaluate, using evidence from the stimulus material,
whether regulation of the water industry is beneficial
to consumers. [12]







10



SECTION B

Answer Question 2 OR Question 3.

2*

3*

The term ‘Pepsi price power’ has been used to
describe how the soft drink giant has been able to
increase their revenue by raising price even against
the backdrop of cost pressures caused by recent
economic shocks worldwide.

Evaluate, using an appropriate diagram(s), the extent

to which the principal agent problem is the main

factor influencing the choice of objective for a firm.
[25]

OR

The price of oil rose to $79.90 per barrel in July 2023.
Over the same period, food price inflation reached
13.4% in the UK.

Evaluate, using an appropriate diagram(s), the extent
to which arise in the price of oil will always lead to
arise in the price of goods and services sold in UK
supermarkets. [25]

Question No.

11



12



13



14



15



16



17



SECTION C

Answer Question 4 OR Question 5.

4*

5*

Supporters of the free market have long argued

that supply and demand lead to the most effective
allocation of society’s scarce resources. However,
those in favour of a more interventionist approach
have cited the recent high prices of essentials such
as gas, electricity and basic foodstuffs as a reason for
greater government control in markets.

Evaluate the extent to which the free market is the
most effective way to ensure an efficient allocation of
resources. [25]

OR

During the COVID pandemic the UK government

used information provision in various ways. These
included advice on washing hands, the importance of
vaccinations and lockdown rules for households and
workspaces.

Evaluate the extent to which information provision is
effective at incentivising consumers to change their
behaviour. [25]

Question No.
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END OF QUESTION PAPER
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EXTRA ANSWER SPACE

If you need extra space use these lined pages. You must
write the question numbers clearly in the margin.
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