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INSTRUCTIONS TO CANDIDATES

• Write your name clearly in capital letters, your Centre 
Number and Candidate Number in the boxes on the 
first page.

• Use black ink. Pencil may be used for graphs and 
diagrams only.

• Read each question carefully and make sure that you 
know what you have to do before starting your answer.

• Answer Section A and ONE question from Section B.

• Write your answer to each question in the space 
provided. If additional space is required, you should 
use the lined pages at the end of this booklet. The 
question number(s) must be clearly shown.

INFORMATION FOR CANDIDATES

• The number of marks is given in brackets [  ] at the end 
of each question or part question.

• The total number of marks for this paper is 60.

• The quality of your written communication will be 
taken into account in the marking of your answer to
Section B.
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SECTION A

Answer ALL questions.

PUT UK AIRPORT EXPANSION ON HOLD,
DEMANDS GREEN GROUP

The government should completely rethink its 
aviation policy and reject plans to build a third runway 
at Heathrow, according to a report by an influential 
body.

The Sustainable Development Commission (SDC) 
said there were big question marks over the 
environmental and economic arguments underpinning 
the proposals for airport expansion. “A lot of the 
basic data upon which important decisions are made 
is heavily contested. Our recommendation is that 
an independent assessment is undertaken”, said a 
member of the SDC.

The report warned that some of the economic 
arguments behind airport expansion were uncertain, 
including one fiercely contested claim that adding 
a third runway at Heathrow would boost the UK 
economy by £5 billion a year. The report also claimed 
that the accuracy of environmental data was in 
doubt, with disputes over the impact of noise and air 
pollution on those living near to airports.

In response to the calls by the SDC, a government 
spokesman said “We fundamentally disagree with the 
findings of this report. It is simply wrong to claim that 
there is agreement that theevidence is flawed.”
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The Department of Transport has recently predicted 
a doubling in passengers using UK airports to 
465 million passengers a year by 2030. It is soon 
expected to give the go ahead to the third runway at 
Heathrow.

Source: The Guardian, Wednesday 21st May, 2008, 
article by Dan Milmo and John Vidal (amended)

FIG. 1: IMPACT ASSESSMENT OF
HEATHROW EXPANSION*

Annual 
Social
Costs

Private Cost
Infrastructure £6.18 – £7.6 bn

External Cost 
Climate Change £5.1 bn

Annual
Benefit £17.1 bn

* Heathrow expansion includes adding a third runway and 
a new terminal around 2020.

Source: ‘Adding Capacity at Heathrow’, Annex B: Impact 
Assessment, Department for Transport (amended)
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1 (a) (i) Explain why the demand for air transport can 
be said to be a ‘derived’ demand.

 _______________________________________

 _______________________________________

 _______________________________________

 _______________________________________

 _______________________________________

 _____________________________________ [2]
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  (ii) Explain TWO reasons why the demand for 
air travel is predicted to increase by 2030 
(lines 25–27).

1.  _____________________________________

 _______________________________________

 _______________________________________

 _______________________________________

 _______________________________________

 _______________________________________

2.  _____________________________________

 _______________________________________

 _______________________________________

 _______________________________________

 _______________________________________

 _____________________________________ [4]
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 (b) Comment upon the extent to which the addition 
of a third runway would allow the owners of 
Heathrow airport to benefit from economies of 
scale.

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 ________________________________________ [6]
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 (c) (i) Explain what is meant by ‘cost-benefit 
analysis’.

 _______________________________________

 _______________________________________

 _______________________________________

 _______________________________________

 _______________________________________

 _____________________________________ [2]

  (ii) Using Fig. 1, calculate the annual social cost of 
Heathrow’s proposed expansion.

 _______________________________________

 _______________________________________

 _____________________________________ [1]

  (iii) Identify TWO external benefits arising from the 
expansion of Heathrow airport.

1.  _____________________________________

 _______________________________________

 _______________________________________

2.  _____________________________________

 _______________________________________

 _____________________________________ [2]
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 (d) Discuss the effectiveness of cost-benefit analysis 
for the government in making decisions on airport 
expansions.

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________
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 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 __________________________________________

 ________________________________________ [8]

Section A Total: [25 marks]
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SECTION B

Answer ONE question.

2 (a) Analyse, using a diagram, the market structure of 
a monopoly. [15]

 (b) Discuss the effects of increased concentration in 
transport markets. [20]

3 (a) Analyse the characteristics of a contestable 
market. [15]

 (b) Discuss the extent to which the deregulation of 
buses in the UK has been beneficial. [20]

4 (a) Analyse, using a diagram, how the existence of 
negative externalities results in market failure.

 [15]

 (b) Discuss the effectiveness of regulation as 
a solution to the market failure arising from 
increased transport use. [20]

Section B Total: [35 marks]

Paper Total: [60 marks]



13

SECTION B

Question No. ________

Start your answer to part (a) here

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________
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Use this space for a diagram – if required

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________
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_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________
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_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

______________________________________________ [15]
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Start your answer to part (b) here

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________
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_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________
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_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________
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_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________
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_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

______________________________________________ [20]
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Additional pages. If you use this space, please make sure 
you number your answers carefully.

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________
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_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________
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Copyright Information

OCR is committed to seeking permission to reproduce all third-party content 
that it uses in its assessment materials.  OCR has attempted to identify and 
contact all copyright holders whose work is used in this paper.  To avoid the 
issue of disclosure of answer-related information to candidates, all copyright 
acknowledgements are reproduced in the OCR Copyright Acknowledgements 
Booklet.  This is produced for each series of examinations, is given to all 
schools that receive assessment material and is freely available to download 
from our public website (www.ocr.org.uk) after the live examination series.
If OCR has unwittingly failed to correctly acknowledge or clear any 
third-party content in this assessment material, OCR will be happy to correct 
its mistake at the earliest possible opportunity.
For queries or further information please contact the Copyright Team, First 
Floor, 9 Hills Road, Cambridge CB2 1GE. 
OCR is part of the Cambridge Assessment Group; Cambridge Assessment 
is the brand name of University of Cambridge Local Examinations Syndicate 
(UCLES), which is itself a department of the University of Cambridge.

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________

_________________________________________________
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