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9) a) ii. January 2010 

QUESTION: With reference to the figure and extract above, discuss whether the price elasticity of supply of oil is likely to be inelastic or elastic. 
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9a January 2011 

QUESTION: With reference to the figure and extract above, discuss whether the price elasticity of supply of sugar is likely to be inelastic or elastic.
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10c June 2009

QUESTION: With reference to the extract above, discuss whether the price elasticity of the supply of rice in Thailand is likely to change over time.
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10c June 2011
QUESTION: With reference to the information provided and your own knowledge, assess whether
the supply of copper is likely to be price elastic or price inelastic.
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9b June 2013
QUESTION: With reference to the information provided and your own knowledge, assess whether the supply of cocoa is likely to be price elastic or price inelastic.

Oil
https://qualifications.pearson.com/content/dam/pdf/A%20Level/Economics/2013/Exam%20materials/6EC01_01_msc_20100212.pdf

Originally: With reference to the figure and extract above, discuss how the price elasticity of supply of oil may differ in the short run and long run.

Sugar

https://qualifications.pearson.com/content/dam/pdf/A%20Level/Economics/2013/Exam%20materials/6EC01_01_rms_20110309.pdf

Originally: With reference to the figure and extract above, explain why price elasticity of supply of sugar is likely to change over time.


Rice
http://qualifications.pearson.com/content/dam/pdf/A%20Level/Economics/2013/Exam%20materials/8EC01_GCE_Economics_msc_20090717_US021258.pdf
mark scheme p10
Originally: With reference to the extract above, discuss whether the price elasticity of the supply of rice in Thailand is likely to change over time.


Copper

https://qualifications.pearson.com/content/dam/pdf/A%20Level/Economics/2013/Exam%20materials/6EC01_01_rms_20110817.pdf
mark scheme p18


Cocoa

https://qualifications.pearson.com/content/dam/pdf/A%20Level/Economics/2013/Exam%20materials/6EC01_01_msc_20130815.pdf

	Commodity
	KAA Point
(Including quote(s) from the data)
	Evaluation Point
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Theme 1 - Price Elasticity of Supply 
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Figure 1 Cocoa prices, March 2007 - December 2011
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Extract 1 Unstable cocoa prices

‘The price of cocoa fell sharply from £2 153 to £1 410 per tonne between February
and December 2011. This follows a decrease in consumption from Europe - the.
world's largest consumer of the commadity - amid fears that it was entering 2
recession. At the same time there was a very good cocoa harvest in the Ivory Coast,
the world's biggest producer, which supplies around 40% of global output.

“The supply of cocoa in 2012 s set to exceed demand by a record 400 000 tonnes,
adding to producer stockpiles. There are fears that farmers will abandon looking after
their cocoa trees, which take five years to grow to maturity, and switch to growing
rubber. However, rubber prices have also decreased in recent years.

Cocoa s subject to enormous price fluctuations: in June 2010 its price reached £2 190
a tonne. This was the highest price for 33 years, resulting from a disappointing crop
caused by poor weather, ageing trees and a temporary export ban imposed by the
newly elected President of the Ivory Coast. Price fluctuations crea
income, employment and investment among cocoa farmers.

To reduce the damaging effects of fluctuating cocoa prices, the Ivory Coast
government has introduced a guaranteed minimum price scheme to support farmers.
‘The success of this scheme will depend partly on the response of international cocoa
buyers and whether or not they will seek to purchase from other major producers
such as Ghana and Nigeria.

In the long term, as the emerging markets continue to grow, demand for cocoa from
China and Indias likely to increase. Consumers in these countries are developing a
strong taste for chocolate. Cocoa is 2 key ingredient in making chocolate products
such as Cadbury’s Dairy Milk bar and Nestlés Kit Kat bar. However, it only forms
around 6% of the price of a bar of chocolate.
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Oil prices
Figure 1: The fluctuating price of oil, 2004-2009
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Extract 1 Soaring oil prices

Oil prices increased by more than 400 per cent between the start of 2004 and July
2008, from $25 to $139 a barrel, largely caused by rapid economic growth in China
and speculative buying by traders intent on making quick profits. The major oil
exporters were unable to respond by increasing production, due to a prolonged
period of under-investment in refining capacity.

The high ol prices have led to an increase in il exploration and investment in other
regions. Many small ol fields in the North Sea that were once too small, too deep or
t0o dangerous to explore are now being developed, but this could take many years
to come on stream. Brazil and Azerbaijan have also invested heavily to raise future
production.

(Source: adapted from Explorers find new fields to conquer, Dominic O'Connell,
‘Sunday Times, 8th June 2008.)
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‘The Price of Sugar
Figure 1:World price of sugar
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Extract 1 Soaring price of sugar

Sugar prices around the world more than doubled over the last few years,reaching
508 US cents per kilo in 2009, a 28-year high.

Sugar production in Brazil the world's largest producer, has been hit by heavy rain.
Brazi i also diverting part ofits sugar cane crop to making ethanol fuel for use by
motor vehicles. B

Speculative demand has also forced up sugar prices. Eugene Weinberg, an analyst at
Commerzbank, pointed out that cash-rich speculators have purchased sugar stocks in
anticipation of it price rsing to even higher levels next year.

For much of the last decade, sugar has not been a very profitable crop compared to
other types of farming. Recent high prices cannot result n an immediate increase in 0
sugar production, as it may take up to two years for supply to respond. Destroying

rainforests as 2 means to increase sugar production has a negative environmental and

social impact.
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Figure 1: The price of rice, January to May 2008 (price per tonne US$)
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Extract 1 Soaring rice prices

The price of rice increased dramatically from $400 to $1,000 per tonne between
January and May 2008, sparking food riots and protests in many countries, ranging
from Haiti in the Caribbean to Pakistan in Asia.

The soaring price of rice is due to rising incomes in developing countries such as
China, and population growth in India and Indonesia; severe flooding and droughts
in rice growing regions have also had an effect - the most recent example being a
cyclone which devastated Myanmar in May 2008.

In Thailand, one of the world's largest rice producers, farmers have responded

by raising supply. Fields which have been unused for many years are now being
ploughed and rice seed planted. Farmers are even contemplating three or four
harvests a year rather than the usual one or two. Many have given up jobs in towns
and cities to return to the countryside and cash in from growing rice.

(Source: Fear of rice riots as surge in demand hits nations across the Far East’ by Leo Lewis,
The Times, 8th April 2008)
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‘The market for copper

Figure 1 Copper prices, January 2008-March 2010
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Extract 1 Unstable copper prices

The price of copper has been highly unstable over the past year. It collapsed from a
record level of $8,940 in April 2008 to $2,871 per tonne by December of that year. The
steep drop in price followed lower global economic growth, especially from China. The
decrease in demand was most noticeable in the motor vehicle and construction sectors
‘which use vast amounts of the metal.Its impact was to reduce profits and share prices of
major copper mining companies such as Chile’s Antofagasta.

However, by March 2010, copper prices recovered to almost $7,500 per tonne. This
followed disruption to supply in several major copper mines in Chile due to 2 severe
earthquake and a series of strikes by miners, demanding a 7.5% pay rise. The global
‘economy has also recovered from the recession and China is expected to achieve an
‘economic growth rate of 9.5% in 2010. The dramatic fluctuations in copper prices have
led some analysts to propose a guaranteed minimun price scheme.

Source: Adapted from Miners dragged lower as price of copper tumbles; Pater S
The Times, 19th December 2009.
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Extract 2 Proposals for a major copper mine in Bristol Bay, Alaska

Rising copper prices has made it profitable to open new mines. The mining companies
Northern Dynasty and Anglo-American Corporation have jointly proposed creating

North America’s largest open pit mine at Pebble Mil in Bristol Bay, Alaska. It would be

3.2 kilometres long and 610 metres deep. It would also involve b the largest

dam in the world to hold back the vast amount of toxic waste created in the mining 5
process. The dam, made of earth rather than concrete, would be 220 metres high and

7 kilometres long. It takes a thousand tonnes of copper ore to produce just one tonne of

copper metal.

However, Bristol Bay is home to the world's most productive wild salmon fishery and
there is concern that pollution from the mines would destroy the $400 million  year o
fishing and canning industries, as well as having a negative impact on tourism. The area

already has 2 history of earthquakes and severe flooding which increase the chances of

pollution from the mining project. The local native communities strongly oppose the

scheme and the planning enquiry is expected to take several years.





