@ Pearson

Edexcel

Examiners’ Report
Prinicipal Examiner Feedback

October 2020

Pearson Edexcel GCE

In Economics B (9EBO)

Paper 3: The Economic Environment and
Business



Edexcel and BTEC Qualifications

Edexcel and BTEC qualifications are awarded by Pearson, the UK’s largest awarding body.
We provide a wide range of qualifications including academic, vocational, occupational and
specific programmes for employers. For further information visit our qualifications websites
at www.edexcel.com or www.btec.co.uk. Alternatively, you can get in touch with us using
the details on our contact us page at www.edexcel.com/contactus.

Pearson: helping people progress, everywhere

Pearson aspires to be the world’s leading learning company. Our aim is to help everyone
progress in their lives through education. We believe in every kind of learning, for all kinds
of people, wherever they are in the world. We've been involved in education for over 150
years, and by working across 70 countries, in 100 languages, we have built an international
reputation for our commitment to high standards and raising achievement through
innovation in education. Find out more about how we can help you and your students at:
WWW.pearson.com/uk

October 2020

Publications Code 9EBO_03_2010_ER

All the material in this publication is copyright
© Pearson Education Ltd 2020


http://www.edexcel.com/
http://www.btec.co.uk/
http://www.edexcel.com/contactus
http://www.pearson.com/uk

Introduction

Entries were extremely limited for this paper and as a result it is hard to reach any meaningful
judgements as to its overall performance. For many of the candidates it did prove to be a testing
paper with some topics such as speculative bubbles, the role of the central bank and market changes
proving particularly challenging. Several candidates did not attempt to answer some of the
questions.

However, there were some very good responses from the more able candidates who demonstrated
the ability to apply wide understanding and knowledge to the context of the questions.

As mentioned in previous years, many answers were wholly generic, not even bothering to use the
extracts. Once again, it is worth stressing that the ‘use of relevant evidence’ is a key part of the level
descriptors in the mark scheme. Without this, candidates will struggle to reach the higher levels.

Question 1 (a)

Those candidates who understood the nature of a bubble were able to use the evidence
appropriately and explain why the UK housing market could be seen as one. They were able to add
balance by contrasting the difference in the rise of house prices between London and the rest of the
UK.

Weaker responses seemed unsure as to just what a bubble was, most knew it had something to do
with high or rapidly rising prices but could not go further. Some students are still not including
balance in their answers, despite the command to ‘Discuss’

In the response below the candidate understands the nature of a bubble and attempts to connect
this to the UK housing market. It does wander off the point slightly but does attempt some balance
towards the end. This response reached L2 and 4 marks.
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Question 1 (b)

Supply-side policies were widely understood in the general sense and many answers tended to the
generic. Some failed to fully address the question by talking about reducing unemployment by using
these policies, which is not the same as reducing a skills shortage. Only a few were able to
specifically address the issue of skills shortages as per the question. Balance was usually achieved by
looking at the time taken for the policies to be effective. More perceptive responses considered the
type of skills that might be scarce and how they could best be addressed.

The response below is a good one and looks at migration and education/training with some balance
and good contextualised evidence. It reached L3 and 7 marks.



(b) Assess the effectiveness of supply-side policies to ease skills shortages in the
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Question 1 (c)

The relationship and potential trade-off between unemployment and inflation was widely
understood but many answers lacked sophistication and saw it as an either/or situation. Sweeping
generalisations were common across this question and a mark in L2 was a frequent score here.
Despite being told to do so, only a few responses used the evidence in extract C.

Good answers showed real understanding by comparing the predictions of theory to the actual
trends and figures shown on the graphs in extract C. These responses reached the higher levels.

The response below starts by explaining the trade-off and uses a diagram to support the idea that
the extent of the trade-off is dependent on the level of output. It is a shame that the AD curve is
taken to show the level of unemployment but there is some merit here. The evidence is used and an
assertion leads to some balance which is a little confused. This response is a borderline L2/L3 but
just reached L3 and 6 marks.



(c) Using Extract C, assess the extent of the trade-off between unemployment
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Question 1 (d)

Whilst most candidates knew something about the role of the central bank they were unable to
develop their response beyond the control of interest rates and inflation. Many assumed that this
would be enough to reduce risk and uncertainty on its own. Some responses copied the evidence
out without developing the points.

Only a few went further and discussed the bank’s role in regulating the banking industry and acting
as the lender of last resort. One very good answer even brought in QE as a way of reducing
uncertainty.

The response below was a good one that used the idea of moral hazard by way of balance, it also
covers the role of the base rate leading to a conclusion. It could have widened its arguments further
but it did reach L3 and 14 marks
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(d) Evaluate the role of the central bank in reducing economic risk and uncertainty.

’é:uw! fun. zmz‘ é’wﬁ ra yﬂm[ a4.e%

8
g
g
8
3
8
g
g
g
8
g
g
8
g
g
3
%

11



.

A B T S B T B A OB

v%a base rale Jo mbored 12l ove’ o

_...[,W,(pﬁﬂ{fd Q.. Aaretre. (24104 o Lodtchbnd,

an Bl 2 e for He tppehgy

W’f‘ %ﬂ Botdeom m bo reclua nit and ..

a2 teulty. Ao contsed poak ..
7)& @ma W mm il teth and

Jl [MW AN €OV d")zocél déf/m

2@20 Faw(.um: .«//»L gcmé %’ z??ﬁwm/a&r/?e

/}’f mean ot Hhaore 1 Lon Unce

Wﬁmwﬂ%waw%m?fw

402@/1}&4/2 Aleisdit 1zl fo. m%;&z@/@
[M?kmde e ey Lo a. é?‘%r

dé @/Lcﬂﬁ AL L.Condnauc. Lﬁﬂfé ...

an Hat te cenbal burt doe m‘éwfm

12



Question 2 (a)

This question was generally answered well with many candidates being able to describe the way a
forward market worked and by way of balance pointing out that it was possible to gain or lose
depending on the way prices moved. Once again, few candidates bothered to use the evidence from
extract F to illustrate the uncertainty of potato prices and the merits, or otherwise of forward
markets. Despite this, it proved to be a good question for most candidates, many were able to reach
L3 comfortably.

The response below shows clear understanding and develops its arguments well with good balance
and well supported by evidence and example. It reached L3 and 7 marks.
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2 Walkers buys 350,000 tons of potatoes each year.
(a) Discuss the benefits to Walkers of using forward markets to buy potatoes.
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Question 2 (b)

By contrast this question proved to be a bit of a disaster for the majority of candidates who
completely misunderstood the point of the question and assumed that it was about Walker’s as an
individual firm rather than the whole market. As a result many candidates failed to score any marks.
Some candidates even ignored the instruction to ‘use a suitable diagram’.

The response below was a rare example of a good answer that clearly illustrates and explains the
likely outcome within the market. It reached L4 and 9 marks.

15



In 2017 the potato price index rose by 36%.

(b) Using an appropriate diagram, assess the possible impact of this on the potato
market in 2018,
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Question 2 (c)

This proved to be more straightforward than the previous question for most candidates and was
generally answered well with many candidates being able to explain the impact of rising input costs.
Less well done was their ability to balance their argument beyond simplistic assertions.

One or two responses used the evidence well and brought in other considerations such as PED or
whether these rising costs were also affecting overseas competitors as well.

The response below has some understanding but tends to repeat the evidence without making much
use of it. As a result it reached L2 and 5 marks.
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(c) Assess the extent to which rising input costs are a problem for food and drink firms.
(12)
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Question 2 (d)

Exchange rates always seem to prove a difficult topic for many students and this question was no
exception. Even those who did not get tangled up in appreciation/depreciation and the impact on trade
seemed unable to add anything beyond repeating the evidence in extract J.

The development of competing arguments and balance, supported by evidence is important in this
paper and particularly so with the longer questions. Many candidates limited their marks by failing to
do so.

The response below is typical of many, in that it shows understanding but relies heavily on repeating
the evidence without adding much by way of development. The 20 mark questions are designed to be
open ended and to give candidates a chance to show what they know and to demonstrate their
understanding of the interconnectedness of the subject matter. A narrow focus is potentially limiting
in terms of achievement. This response reached L2 and 8 marks.
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{d) Evaluate the implications of exchange rate volatility for firms.
(20)
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Based on their performance on this paper, candidates are offered the following advice:

e The case study should be thoroughly prepared for, and real-life examples researched to
reinforce argument and discussion

e Always support your arguments with evidence and examples

e Take note of command words and specific instructions

e QS skills account for 20% of available marks, more details in the specification. Practice and
preparation of key diagrams is crucial

e It is well worth looking carefully at the level descriptors and taking time to understand what
they mean

e There is a lot of data in this paper, take the time to read through it all carefully before starting
your answers

e Watch your timing and do not spend too long on the shorter questions
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