_my revision notes

Edexcel A-level Economics exam practice answers

12: Business objectives

1 (a) To gain a foothold in the market and to build up market
share; if there is much competition it would be necessary
to offer an incentive for customers to switch to the new
magazine. [4]

(b) Correct answer: A Average cost equal to average
revenue [1]

2 KAA: 8 marks

Evaluation: 4 marks

e Definitions (MC = MR for profit maximising and MR = 0 for
revenue maximising) with diagrams to explain this.

e Discussion of the objectives of a firm — changing from a
short-run goal to a long-run goal, for example.

e Provide some context — relate your answer to firms that
might change their decision

e The firm might now have become a monopoly so more
logical to pursue profit maximisation

e In evaluation you might consider that the objectives might
change in a period of uncertainty - profit maximising is the
only option for firms if they are to survive in the long run.
[12]
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