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Edexcel AS Economics

1 The nature of economics

(a)
Explanation of the fundamental economic problem: infinite wants but finite resources resulting in scarcity. [2]

Application to context: there is a prediction that the supply of health services will be insufficient to meet future demand which will be evident in longer waiting lists for treatment. [2]
(b)
Definition of opportunity cost: the sacrifice of the next most desired alternative when making a choice. [2] 


Examples of opportunity cost of extra spending on aid: new hospitals in the UK, new medical equipment, new school buildings. [2]
(c)
Definition of production possibility frontier (PPF); diagram to illustrate an inward shift in the PPF. Reason: if workers are less healthy then they are likely to be less productive, causing the PPF to shift inwards. However, the impact might be quite small if more people use private medical care or if the NHS gives priority to members of the working population. [10]
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