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Introduction

This was the second sitting of the Economics B 9EBO 02 Advanced Paper 2: Competing in the global
economy. The paper is split into three sections. Section A consists of three data extracts and then
eight questions based upon these extracts. Section B consists of one data extract and one 20 mark
essay question. Section C consists of two data extracts and one 20 mark question. Candidates have
to answer all questions in the two hour time period.

As in 2017, there was a wide variation in performance on the paper, both within the Sections and
across the paper as a whole. There were clearly many candidates who had thoroughly prepared for
the examination by completing the sample assessment materials and engaging with the specific
conceptual and theoretical demands of the specification. There were also those candidates who
appeared to rely far more on their everyday knowledge and personal opinions to answer questions
that, in fact, demanded a good grasp of concepts and theories from within Economics and Business
Studies. This resulted in many unsupported assertions which were not credited.

A specific concern arising from this session was the number of candidates who do not seem to
understand the levels of response marking on the 8, 12, and 20 mark items. There were many
examples of candidates writing brief notes on the levels of response questions, indicating how
many knowledge, application, analysis and evaluation marks they expected to be awarded. It is
important that candidates understand both the command words and how the questions will be
assessed. This will help them to structure their responses appropriately.
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Question 1 (a)

The paper begins with a calculation of income elasticity of demand (YED), using the data taken from
the stem of the question. It is worth remembering that 20% of the marks for the paper derive from
quantitative skills. For a description of these please refer to the 9EBO specification. Although the
question involved the calculation of a percentage change and then a simple division, producing a
YED coefficient to 1 decimal place, there were many basic errors. The most common error was to
get the formula incorrect, dividing change in income by change in quantity. This is basic knowledge
that should be known at this level. Another common error was to express the coefficient of YED as
a percentage.

Here we have an accurate and efficient response to the item.

1 Average wages in China increased from ¥29 229 per year in 2008 to ¥62 029
per year in 2015.

In the same period, there was an increase of 161% in outbound tourists from China.

(a) Using this information, calculate, to 1 decimal place, the income elasticity of
demand for outbound tourism from China. You are advised to show your working.

AL

ResultsPlus

Examiner Comments

The correct answer is also given to 1 decimal place
and therefore 4 marks are awarded. The correct
formula and calculations are also shown.

ResultsPlus

Examiner Tip

Read the question carefully. In this case YED
coefficient was requested and no other comment
was required. If it is useful, highlight the key words
in the question, such as 1 decimal place. It is easy
to miss a crucial word or phrase in the pressure of
an examination.
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Question 1 (b)

This item was intended to test candidate understanding of the balance of payments. It also tested
the ability of the candidate to apply this understanding to the case study material, with tourism an
invisible export on the current account of the balance of payments. There was one
knowledge/understanding mark for identifying an impact, two application marks for reference to
the context and one analysis mark for further development of the impact.

This response is typical, covering all of the marking points.

(b) Using Extract B, explain one impact of the increase in tourists from China on the
UK Balance of Payments.
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Examiner Comments

The knowledge mark is awarded in the second
sentence, where a reduced trade deficit is
identified. Then reference is made to the case
study in the next two sentences and two
application marks are awarded. There is clear
application here. The response then suggests a
consequence of this may be increased exports and
more money flowing into the UK. This is where the
analysis mark was awarded.
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While there are no marks for definitions as such, it
is important that accurate knowledge and
understanding is there to support application and
analysis. In this case, if a candidate did not
understand the balance of payments (that the
balance of payment must balance) then they
would not have achieved knowledge or application
marks. For example, responses which did not
make reference to a relevant component(s) - such
as balance of trade or current account - and
simply asserted that “the balance of payments
would improve or achieve a surplus” were not
credited.




Question 1 (c)

This question was intended to assess understanding of the impact of the digital economy,
specifically in the context of UK tourism.

Most candidates actively used the data by, for example, making reference to the VisitBritain
website. It was also expected that candidates would develop the response for the analysis mark,
suggesting a reason for the impact upon UK tourism.

(c) Explain one way in which the digital economy may boost UK tourism.
(4)
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%Z ResultsPlus
Examiner Comments

The knowledge mark is awarded in the last
sentence, where the easier booking is identified.
Application marks are awarded for the first
sentence and for reference to the use of internet
history for target advertisements. The analysis
mark is awarded for the consequence of the
convenience of booking from home; more people
are likely to book holidays.
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\ ResultsPlus
) Examiner Tip

If numerical data is provided, for example
reference to the hits for VisitBritain, then it is a
good idea to use this data in the response. The
example does this well, using the data provided
and demonstrating an understanding of how the
digital economy can be used by firms to increase
sales. There is also some good development of the
explanation here and it is specific to the context.
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Question 1 (d)

This question was intended to assess understanding of the role and likely impact of trade unions in
the context of the London hotel industry. A surprising number of responses seemed to confuse a
trade union with a trade bloc or customs unions. Given that a trade union was referenced in Extract
C, this was disappointing.

There were six marks available here, two for knowledge/understanding of how a trade union may
impact the industry. Two application marks for development in the context of the hotel industry.
Two analysis marks for reasons, causes and consequences of this impact. Common mistakes here
were for candidates to produce generic responses with no reference to the context. In some cases,
a generic discussion of the role of trade unions or even industrial action was presented with no
reference to the context.

(d) Analyse the impact a trade union could have on the London hotel industry.

OM MFM
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N (ResuitsPlus
ﬁ/\e Examiner Comments

This is a good example with two clear impacts
identified in the two paragraphs. Each is then
referenced to Extract C. Analysis is also presentin
each paragraph with consequences for the firms in
the first paragraph (less profitable) and in the
second paragraph (higher productivity).

\ ResultsPlus
) Examiner Tip

For six mark questions it is a good idea to briefly
plan a response. Think about how the marks can
be achieved and what is required before starting to
write the response. This helps to make sure that
the question set is being answered and that you
are making two, distinct points before developing
them.




Question 1 (e)

This question was generally not answered very well and suggested a gap in knowledge and
understanding of basic microeconomics. Responses ranged from those where no diagram was
produced, a normal supply and demand diagram presented just showing an outward shift in
demand, to accurate diagrams well explained and used in analysis and evaluation.

The question asks about the impact of advertising and other promotional methods on price

elasticity of demand (PED). When diagrams are drawn, it is important that they are labelled
accurately or else they cannot really be used in analysis.
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(e) Using a suitable diagram, discuss the likely impact of advertising and other
promotional methods on the price elasticity of demand for UK holidays.
(8)
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&\ \7 ResultsPlus

Examiner Comments

The response presented here achieved Level 3 and
full marks and does so because it answers the
guestion, using an appropriate, accurate diagram.
There is a discussion of the likely impact on PED
and the response is not one-sided. It demonstrates
an awareness of competing arguments.

N
- \

&34\ ResultsPlus
\\\ Examiner Tip

Practice drawing normal supply and demand
diagrams to represent changes in one or more of
the factors determining demand and supply. Also,
practice explaining what the diagram shows in
terms of PED. While the gradient remains the
same, since PED is a measure of proportionate
change it varies along a demand curve.

GCE Economics B 9EBO 02
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Question 1 (f)

This question was intended to test understanding of why and how emerging markets such as China
might represent an opportunity for UK firms. What was surprising was that while many responses
discussed the possible benefits of increasing tourism, not as many talked about some of the
possible costs of focusing upon an emerging market.

The best responses used the data to demonstrate an awareness of competing arguments,
highlighting that the UK is not the most popular destination for Chinese tourists, made reference to
visa problems and also pointed to slower growth in China as a potential problem for a normal

luxury such as tourism.
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(f) Assess the claim that China represents ‘a huge tourism opportunity for Britain'

(Extract B)
(10)
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< Examiner Comments

There were very few full mark responses to this
question as, while there was often accurate
knowledge and understanding, supported by the
use of relevant evidence, there was rarely a
balanced awareness of the validity and significance
of competing arguments. The response included
here is fairly typical of a top Level 3 response.

There is accurate knowledge and understanding,
supported by use of relevant evidence to support
the argument. There are clear chains of reasoning,
with well-developed arguments. An awareness of
the significance of competing arguments is present
although this lacks balance and is limited to
possible externalities and some evaluative points
which lack development.

@A F Plus
\ Examiner Tip

With the level of response questions, it is a good
idea to read through your response and try and
decide if the examiner could determine the
qguestion set from reading the essay. If this is not
the case, then it is unlikely that the question has
been fully answered. Remember, the 'assess'
command word requires a full and balanced
awareness of the validity and significance of
competing arguments.

GCE Economics B 9EBO 02
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Question 1 (g)

This question was intended to test understanding of the likely impact of depreciation on the UK
tourism industry. There were lots of opportunities to gain high Level 3 marks here, provided the
answer focused on the tourist industry rather than the national economy or trade more generally.

As with many of the longer levels of response questions, there was a tendency to make
unsupported assertions or offer lots of unexplained points, rather than following through coherent
chains of reasoning. This led to many Level 3 or even Level 2 scores. Quality of arguments rather
than quantity is far more important with these questions. There was a common tendency to focus
on the benefits of depreciation rather than the costs, and quite a few responses seemed to focus
on the impact on the macroeconomy rather than the tourist industry.

The response included here is an example of a full marks, Level 4 response which does make an
excellent effort to answer the question.
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(g) Assess the likely impact of the depreciation of the pound on the UK
tourism industry.
(12)
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N/ (ResultsPlus
ﬁ/\e Examiner Comments

There is accurate knowledge and understanding,
supported throughout by use of relevant evidence
which is well chosen and logical. There are
coherent chains of reasoning, showing full
understanding of the question. Arguments are
developed and are evaluated. There is a full and
balanced awareness of the validity and significance
of competing arguments. The concluding
paragraph is particularly strong and certainly
differentiates this response from many other good
ones.

N\

ResultsPlus
\

) Examiner Tip

It is always worthwhile creating a brief plan for the
essay before starting to write the response. It
needs to be balanced to achieve the top level of
response.
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Question 1 (h)

This question was intended to test understanding of the labour market, specifically the demand
and supply factors that may bring about low wages and poor working conditions. What was
surprising was the confusion evident about the labour market. Many candidates talked about the
demand for jobs from employees rather than the demand for labour from the hotels and
restaurants. Furthermore, there were plenty of examples of candidates discussing the supply of
jobs from hotels and restaurants. This showed a lack of basic understanding of the labour market.

As with the previous question, there were lots of opportunities to gain high Level 3 marks here,
provided the answer correctly focused on factors determining the demand for labour and the
supply of labour. As with many of the longer levels based questions, there was a tendency to make
unsupported assertions or offer lots of unexplained points, rather than following through coherent
chains of reasoning which led to many Level 2 or even Level 1 scores. Quality of argument and
using accurate economic theory was vital in answering this question.

The response included here is an example of a low Level 4 response which does make a good effort
to answer the question.
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The low wages and poor working conditions of staff in the London hotel industry are
entirely due to the factors influencing the demaggl [fnd supply of labour. ll V

(h) Assess the accuracy of this statement. r A
(12)

..... N Lockon okl 4 @ g €Wiely due fo deired

Sty ok (e in B Hohobellwdeiry. ooy ity o
mp\%gwmbﬁdmfwal—dj,%d @ sttt

“ionhéy sg
L

Tho LCrenm (0 S Yply o koo, 85 b fown$ 0080 ...

foon L, 4o o besasie (Rmpde). Qon My be Glia b

N A
l;;\“ 'f f‘\ i )}

A

-Qoemplogg Rcorte.. Kok Gon. Je €0t i lud PSS

GCE Economics B9EB0O 02 23



Muﬁrm /my st hens. math. pomr in.
Y 4 10000y b Cor b, (2 Sha ook . mgm

“ /
mﬁmwj ke +L<:j

L 2N NS D e

.................

)n Cn(\dunbﬂ @ dﬂmw ij CF. (aba.er-rnag FARCYSS
lr. Ao t€oxn e & holeds. ARALY). .. O POt NG
S and. M0 e, dire 9. lak OFfbihhage.
_MENNS.. WW froPs Phuns o Wv"\\fy Ao
MATCHE N0 R AL A2, LSO A mcwj gw'mmwﬁm?
B et QJLQQ..@-’YW\T NN Guip . ATVUY)... Lo N KL e D SrtrntR ...

U Otgen®. 00 - DRy 0P, Jhars.. . Moty <o s
bud*a"k—w"& W tesdt asgreement.. .o {"’9/\’“

24 GCE Economics B 9EBO 02



< Examiner Comments

There is accurate knowledge and understanding,
supported by the use of relevant evidence which is
well chosen. There are logical, coherent chains of
reasoning, showing full understanding of the
question. The use of the diagram adds to this.
Arguments are developed and evaluated. There is
a full and balanced awareness of the validity and
significance of competing arguments. The
reference to the lack of trade union power is good
and there is a reasonable attempt at a conclusion
to the essay.

\_ Examiner Tip

Candidates are advised to study the labour market,
employment and unemployment at a micro and
macro level. Look at job advertisements and try to
understand why the wages, high or low, are
offered. Be aware of debates about the free
movement of labour and the costs and benefits of
such policies. Why are there skill shortages in
some industries but not in others? Why do some
people have relatively high incomes and others
relatively low incomes?
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Question 2

There were some very good responses to this question that really did address the issues and
demonstrated good knowledge and understanding, which was pleasing. However, some responses
just went through the case study and remained purely descriptive. While the question referred to
Britvic, this did not mean that this was the only firm affected by inflation.

A common error was to provide a generic discussion of the causes of inflation and the
consequences of inflation on consumers, without linking this to the impact on firms. There were
some examples of essays focused entirely on the impact of Brexit, giving little or no attention to the
question. There were also some extended discussions of the sugar tax, but these were often not
linked to the likely impact on inflation or the firm.

The response here is good and was awarded top of Level 3. It is important to remember that
inflation itself is the rate at which the average price level is increasing. Therefore, to assert that
inflation causes prices to rise is tautological. However, higher wage demands, as a result of falling
real incomes, may increase costs and increase inflation.
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2 Evaluate the impact of rising inflation on UK-based firms such as Britvic.

(20)
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ResultsPlus

Examiner Comments

There is accurate knowledge and understanding
here, supported by the use of relevant evidence to
support the argument. There are developed chains
of reasoning, showing an understanding of
connections between the causes of inflation and
consequences. Arguments are generally
well-developed and partially evaluated. There is an
awareness of the significance of competing
arguments, although this lacks balance. A
conclusion is attempted but does not really show a
full awareness of the significance of competing
arguments.

4 ResultsPlus
Examiner Tip

Make sure that you use as much of the data
provided as possible and use your own examples
to support arguments. Try to keep up to date with
UK macroeconomic data, including inflation,
growth and interest rates.
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Question 3

The final question was generally answered quite well and better than the previous one. Often the
best responses to this question were able to refer to absolute and comparative advantage, as well
as opportunity cost and fair trade. In addition, some candidates discussed how relying on a limited
range of exports means that imports such as petroleum need to be paid for.

Although Madagascar is referenced in the question, this does not mean examples have to relate to
this specific economy. Candidates who used their own examples to support analysis were rewarded
and were often able to show an awareness of competing arguments by doing so.

The response here is typical of a high Level 3 response.
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3 Madagascar specialises in the production of primary commodities such as nickel
and vanilla. @At raldfolus

Evaluate the impact of specialisation as a source of economic growth for developing
economies such as Madagascar.
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ResultsPlus

Examiner Comments

There is accurate knowledge and understanding
here, supported by the use of relevant evidence to
support the argument. There are developed chains
of reasoning, showing an understanding of
connections between specialisation and some of
the consequences. Arguments are generally well-
developed and partially evaluated. There is an
awareness of the significance of competing
arguments, although this lacks balance. The
reference to fluctuations of commodity prices is
particularly appropriate. A conclusion is attempted
but does not really show a full awareness of the
significance of competing arguments, although the
point about the role of MNCs is relevant.
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<O\ ResultsP
\ Examiner Tip

Practice writing balanced conclusions. Base a
conclusion upon your previous analysis and
evaluation.

Even if there is not a single, 'correct' final
conclusion, it is acceptable to state that more data
may be needed or the time period in question may
be too short. Try to avoid concluding an essay with
simple, unsupported assertions. Try to read essays
published in magazines and journals and take note
of how conclusions are constructed in such
articles.




Paper Summary

Based on their performance on this paper, candidates are offered the following advice:

Candidates need to learn basic definitions and techniques. A good example of this is the use of a
normal supply and demand diagram to analyse a context. A successful response to item 1(e) on
this paper, for example, required both an understanding of price elasticity of demand (PED), as
well as an ability to represent diagrammatically the impact of changes in PED on the demand
curve. A surprising number of candidates did not seem to understand how changes in PED can
be represented diagrammatically.

It is important that candidates are familiar with the command words for the Advanced Level
papers. If the question asks for the use of a specific data item, or extract, then this must be used
in the response. Item 1(b), for example, asked candidates to use data from Extract B. There were
many generic responses to this question which made no reference to Extract B and therefore
achieved, at best, two marks out of a possible four. If a question asks the candidate to 'discuss’,
'assess' or 'evaluate’, then an awareness of competing arguments must be demonstrated for
higher levels to be attained. Alternatively, if the command words 'explain’ or 'analyse' are used
then a coherent chain of reasoning is expected but not an awareness of competing arguments.

Where possible, candidates are encouraged to use the data provided in their responses.

In the case of the essay questions, these can be supported by candidates' own examples arising
from their study of the subject over the previous two years. However, if a question asks for a
response relating to a specific context, then it is expected that the answer will do just this. Iltem
1(f), for example, asked about the likely impact of depreciation upon the UK tourism industry.
This therefore required a discussion of the tourism industry and not the impact of Brexit on the
macroeconomy or upon manufacturing.

Where a calculation is required, always show working out. This can then mean that marks are
awarded for the process even if an incorrect final answer is given. Also remember that if the
guestion specifies an answer to 1 decimal place, this needs to be done.

The space provided in the examination booklet is intended to guide candidates as to the
suggested length of the response, given the number of marks allocated to the question. There
were many cases where candidates left a 12 mark or, in some cases, a 20 mark question blank
because they had clearly run out of time. As a general rule, given the reading time required, it is
probably best to think of the examination as requiring 'a mark a minute' over the two hours.

Finally, handwriting is important. It is vital that candidates practice written responses throughout

the course of study and do not rely too much on word processed work. If a scriptis illegible, it
simply cannot be marked.
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Grade Boundaries

Grade boundaries for this, and all other papers, can be found on the website on this link:

http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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