©

Pearson

Examiner’s Report

Principal Examiner Feedback

summer 2018

Pearson Edexcel International GCSE

In Economics (4ECO) Paper O1R

edexcel



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

Summer 2018

Publications Code 4EC0_01R_1806_ER

All the material in this publication is copyright
© Pearson Education Ltd 2018


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

Introduction

This paper proved to be accessible for majority of candidates and produced a
wide range of answers. Some responses were very good, showing high levels of
economic understanding and analysis, as well as paying attention to the
requirements of the command word in the question. Unfortunately, some
candidates did not have enough knowledge and either wrote answers of little
merit or failed to fully address the question.

Areas of the specification which appeared to cause the most problems for
candidates included:

e Price Elasticity of Supply
e Regional policy

o Exchange rates

o Currency depreciation

On the other hand, these areas of the specification were generally answered
well:

Price Elasticity of Demand
Minimum wage
Specialisation

Economies of scale



QO1aii

After correctly identifying ‘D’ in 1ai this response scored 2 marks for the last
sentence, ‘the supply increased’ received 1 mark but only because it was
explained by ‘machines producing more ice cream with lower costs’.

Exemplar:

1 Figure 1a represents the UK market for ice cream,

Price

Q Q, Quantity

e
Figure 1a
(a) () InFigure 1a the change in price from P to P, is most likely to have been
caused by
(1)

— El A anincrease in costs.
— El B anincrease in indirect tax.
— E1 € anincrease in demand.
— D anincrease in productivity.

(ii) Explain the reason for your answer to a (i). .

The SUPPYY Cwrve shifted from S to S1,Nich Shows ;v INcrgass in
Productivity). Tha supply incraased may P2 caused by i Wichings
with_hapd 10 Projal. more (¢a-crapm it [OWLr (0st.
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QO1bi

2 marks awarded for 'responsiveness of quantity supplied' (1) 'to a change in
price' (1)

Exemplar:

r )

The UK price elasticity of supply of ice cream is estimated to be +1.75.

(b) (i) What is meant by ‘price elasticity of supply’?

’\JE\(Q

QO1bii

Awarded 4 marks. 2 reasons were given; 'easy to store' (1) and 'does not take a
lot of time/manufactured good' (1). Both of these reasons are explained for 1
further mark each.

Exemplar:
2 (ii) Identify and explain two possible reasons why the UK price elasticity of supply
g of ice cream is elastic.
g (4)
1 eoay . ROt ge. Oam.. Lo LObUM. . Ko red ...
%
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QO1biii
3 marks awarded 'taken from animals' (1) so 'takes a long time' (1) 'therefore

even if there is an increase in price, then supply cannot increase' (1).

Exemplar:

4 )

Beechdean is the third largest ice cream manufacturer in the UK and can
manufacture 10,000 litres of ice cream per hour. It makes its ice cream from the
milk of its own Jersey cows,

(iii) Explain why the supply of milk might be price inelastic.
(3)

THis. 15 betause... padlis, has_b_be. taien, fros anmads ard Fane ping [o

b prated , 05 i, o5 Walk, CANE.. LC...S0red.. . 10y, perecs, of. it 44
I Jots bl ot ton if e s gn noesie i prce., een Spply

(Aot [NCa .

|
|
|
|
;

QO1biv

Awarded 4 marks. 2 factors identified 'income of consumers' (1) and
'‘advertisement' (1) and both are explained for 2 further marks.

Exemplar:

(iv) Identify and explain two factors that might affect the demand for Beechdean'’s
ice cream.
(4)

1 ..Income.. Jf._conumens’. inceme..... -hlhmjdthm ,,,,, excely fncm-tokaﬁm%mh

have
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QO1ci

Awarded 6 marks for a 2-sided argument showing the positive and negative
effects of a minimum wage on Beechdean, along with a reasoned judgement.

Exemplar:

® 1

Beechdean pays the minimum wage to the majority of its employees.

(c) () How might an increase in the minimum wage affect Beechdean?
(6)

{er{—l-é .
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QO1cii

2 marks awarded for full explanation of derived demand. Demand for something
(1) is influenced by demand for demand of another product (1).

Exemplar:

—_ ®

(i) Beechdean’s demand for labour is a derived demand. Explain the term ‘derived
demand’

(2)
I+ IS r‘/JnPn meaha( ‘(‘or (c:me‘f L‘\a‘nq L iH'FIuE.ﬂ“(
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QO1ciii

6 marks awarded for a 2-sided argument showing the benefits and drawbacks of
specialisation to Beechdean (4). It also has a reasoned judgement for the final 2
marks.

Exemplar:

[ )

Beechdean employs over 50 production staff who specialise in different parts of
the production process.

(iii) Specialisation benefits Beechdean. Do you agree with this statement? Explain
your answer.
(6)

gfeo{dlmnm allows  Fioms’ workers 10 become P ienr and
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[ (Total for Question 1 = 30 marks)

I R R R R R I o R R R IR R I IR IR IR A e R R R R DR o N X o I o I X RN 0 RN MR RN O I MO MK,

L YU



https://dashboarda.exam2score.com/EnhancedExaminerReporting/Controls/ImageHandler.ashx?questionCode=4EC0_01R_Q01ciii&itemId=514684&clipId=826&copy1

QO02aii
1 mark awarded for an appropriate example

Exemplar:

(i) Give one example of a business operating in the services sector.

Vs

uelvot'\ , Shore..

(1)

QO2aiii

2 marks awarded for identifying that GDP from services is lower in developing
economies (1) and explaining why (1).

Exemplar:

(iii) Identify and explain one way the GDP by sector of a developing economy
might differ from a developed economy.

GDP AOM. SONACLS VSWE W AVRAORNG tw (A0 300\

15 ORNEW RO VNS YO Oyov NIV BOVRNUAL . L, IAMONNS MASRe
70 NV, YN0 C SRANVIES - 150 ¢ 0090 WA 0lreARel \W o Prekec

| sonhies, WL teovie TR eI PG oo |

(2)

QO02bi
2 marks awarded; 1 for the fixed cost and 1 for the variable cost.

Exemplar:

~ a
Jean Scott runs a small hotel with six rooms in Montego Bay, Jamaica.

(b) (i) Give one example of a fixed cost and one example of a variable cost that Jean
might have to pay.
(2)

Fixed cost

Pent

Variable cost

B et T T e ey e T e e e e e S
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QO2bii

4 marks awarded for the correct answer of $360 (4). 1 mark was available for
stating the formula, 1 mark for the calculation of TR and 1 mark for the
calculation of TC, should the final correct answer not be given.

Exemplar:
; Jean charges $150 per room per night. She estimates that the variable costs are
2 $60 per room per night and the fixed costs $1,800 per week.
3
3 (ii) Calculate her @E}pmfit six Fopms are rented out fohts a week.
H You are advised to show your workings.
i (4)
H
% .................. e Totol  wevemine = 152 % bx e =. %EOQE&»
H Totol). cost. . = bax bxle —+ L?}ioo = 3220 4
2
| [— Tertodl..puatich.=.... 3002 = 22140, = Zho 4+
H
i
H
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QO2biii
Awarded 6 marks for a 2-sided argument looking at why competition is and is
not always good for the consumer, along with a reasoned judgement.

Exemplar:

There are over 400 hotels in Montego Bay competing for tourists.

(iii) Competition is always good for the consumer. To what extent do you agree
with this statement? Explain your answer.
(6)
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Q02biv

Awarded 4 marks for identifying ‘purchasing economies’ (1) and ‘finance
economies’ (1) and for explaining each (2).

Exemplar:

r \ = ~

The Montego Bay Grand Hotel has 520 rooms and can take advantage of
economies of scale. -

(iv) Identify and explain two types of internal economies of scale that might
benefit the Grand Hotel.
(4)

1ﬁmwfmadaswfmzxm7ﬂ&mga&mm ..... .. il

A'W:-W?WW/K

QO02bv

Awarded 2 marks for the full definition ‘Rising average costs’ (1) ‘because the
business became too big’ (1)

Exemplar:

If the Grand Hotel were to expand it might begin to experience diseconomies of
scale.

(v) Define ‘diseconomies of scale’
(2)

Dﬁemmowirs‘rf.gmk?smﬁft rfsivtj! Averege Losts ecanse the  business,
become. Too bj& .
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QO02bvi

Awarded 6 marks for a 2-sided response looking at how a small business can
and cannot effectively compete with a much larger business and a reasoned

judgement.

Exemplar:

(vi) Evaluate the extent to which a small business such as Jean's hotel can

compete effectively with much larger businesses such as the Grand Hotel.
(6)

A_Sonee. iR e, MGy Jer. Qe 1o Compete. Ckativg,...
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QO03ai

All 3 marks awarded for a description of the overall ‘downward’ trend (1) using
the figures '6.25% in 2012’ (1) and '‘4.9% in 2017’ (1).

Exemplar:

y Y

3 Figure 3a shows the unemployment rate in New Zealand, 2012 to 2017.
Unemployment rate in New Zealand
7.0 . . : v = 7.0

6.5

Unemployment 6.0 : : 6.0
rate % \/\——\ i
5.5 t t - 5.5

N I S VNI

45 ; ; ; : — 45
2012 2013 2014 2015 2016 2017

(Source: www.tradingeconomics.com)

Figure 3a
(@) (i) Describe the overall trend in the unemployment rates shown in Figure 3a.
(3)
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QO3aii

Awarded 4 marks for 2 reasons, each with an explanation. ‘pay for unemployed
workers’ (1) ‘so government expenditure increases’ (1) and ‘aggregate demand
falls’ (1) because ‘people who are unemployed don’t have money to purchase
goods and services’ (1).

Exemplar:

a B

(i) Briefly explain two reasons why unemployment might be a problem for the
New Zealand economy.

(4)
1. Ihe.g w-nmm:nmsFyﬁrﬁpunwﬁymwark@rwwfﬁmmm
%acwmwwmnmams ...... in. i aren., There. is. less._money o
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‘mrlww\ _Aandafd .

‘tn?mdw K...o0 ... GAVIRS,.....Co... @ veapt... demand... it the... economy. “Talls.
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QO3aiv

Awarded 2 marks for the reason of ‘decline in their dominant industry’ (1) with
an explanation (1).

Exemplar:

Canterbury has the lowest unemployment rate of any region in New Zealand of
3.7%. The region of Gisborne and Hawke’s Bay has the highest unemployment

rate of 8.1%.
(iv) Explain one reason why unemployment rates might vary between different
regions.
(2)
.. Due. € st m—euulu\ewwuwﬁamahwipm@ ...... Tm S0t
reynas heiv ”
_______ mg.‘n.s--fon qufmca-m&mmtma!mgm(fmm
in'e veqiS.
________ blust%da«l%;lm%h&whmaz-.cmemr(yntUnamrbm«mnfm

?1 ;lg k..



https://dashboarda.exam2score.com/EnhancedExaminerReporting/Controls/ImageHandler.ashx?questionCode=4EC0_01R_Q03aii&itemId=550041&clipId=837&copy1
https://dashboarda.exam2score.com/EnhancedExaminerReporting/Controls/ImageHandler.ashx?questionCode=4EC0_01R_Q03aiv&itemId=514177&clipId=838&copy1

QO03av

Awarded 6 marks for a 2-sided argument looking at the effectiveness of regional
policy, alongside a reasoned judgement.

Exemplar:

(v) Discuss the effectiveness of regional policy in reducing variations in
unemployment rates such as those in New Zealand.
(6)
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QO3bii

Awarded 2 marks for visible trade being ‘goods’ (1) and invisible trade being
‘services’ (1).

Exemplar:

(ii) Explain the difference between visible and invisible trade.
(2)
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QO3ci

Awarded all 5 marks for a 2-sided argument looking at the usefulness of GDP as
an indicator of economic growth along with a reasoned judgement.

Exemplar:

- ™

According to figures from the Organisation for Economic Cooperation and
Development (OECD), in 2016 New Zealand was the third fastest growing economy in
the developed world with an increase in GDP of 3.6%.

(c) (i) Assess the usefulness of GDP as an indicator of economic growth.
(5)
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QO3cii

Awarded all 6 marks for a 2-sided argument looking at whether economic growth
should or should not be the main macroeconomic objective alongside a reasoned

judgement.

Exemplar:

(i) Economic growth should be the main macroeconomic objective of an
economy. Do you agree with this statement? Explain your reasons.
(6)
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(Total for Question 3 = 30 marks)
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QO04aii
Awarded 2 marks for a full definition of the term multinational.

Exemplar:

(ii) Define the term ‘multinational.
(2)
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QO04aiii

Awarded the full 6 marks for a 2-sided argument regarding whether countries
such as Zambia should or should not encourage as many foreign national as
possible to invest in them, along with a reasoned judgement.

Exemplar:

\ 2
:
g

FQM has paid more than $3 billion in taxes in the last 11 years and has created
employment for more than 8,500 people.

(iii) Countries such as Zambia should encourage as many foreign companies as
possible, such as FQM, to invest in their countries. To what extent do you

agree with this statement? Explain your reasons.
(6)
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QO04bi

Awarded 5 marks; 3 marks for an accurate diagram and 2 marks for the
explanation of ‘increasing equilibrium price’ (1) ‘reducing the quantity imported’

(1).

Exemplar:
Zambia places a tariff of 25% on most goods, such as washing machines.
(b) (i) Using a suitable diagram, explain the impact of this tariff on the sale of
; imported washing machines in Zambla.
: (5)
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QO04biii
Awarded 3 marks for identifying ‘quota’ (1) along with the explanation that this
is a ‘physical limit for the goods to import’ (1) ‘to decrease the supply’ (1).
Exemplar:
(iii) Apart from tariffs, identify and explain one other form of trade protection that

Zambia might use.

(3)
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QOA4ci

Awarded 2 marks for a correct calculation of ‘10 x 10.02" (1) = '100.2 ZMW’ (1).
The correct answer alone would also have scored both marks provided it
included the units 'ZMW'’.

Exemplar:

1 . N
2

Table 4a shows the exchange rate of the Zambian Kwacha to the US Dollar in
January 2013 and January 2017.

Exchange rate Zambian Kwacha (ZMW) to US Dollar ($)

Date ZMW to $1
January 2013 5.25
January 2017 10.02

Table 4a

(©) () In 2013 an imported US T-shirt costing $10 sold for 52.5 ZMW in Zambia.
Using Table 4a, calculate how much the $10 T-shirt would cost in ZMW in
January 2017.
(2)

*A O X W09 = 10,2 ZWMN
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QO04cii

Awarded 4 marks for identifying ‘increase in demand of US exports’ (1) and
explaining ‘people have to exchange more US dollars...leading to the appreciation
of the dollar’ (1) plus identifying the ‘decrease in interest rate in Zambia’ (1) and
explaining ‘people won’t save their money in Zambia’ (1).

Exemplar:

(i) Identify and explain two factors that might have caused the change in the
exchange rate shown in Table 4a.

(4)
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QO04ciii
Awarded the full 6 marks for a 2-sided argument about why depreciation of a

currency is and is not always good for an economy alongside a reasoned
judgement.

Exemplar:

(iii) The depreciation of a currency is always good for an economy. Do you agree
with this statement? Give reasons for your answer.
(6)
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Summary

Based on observations from this exam series, candidates are advised to:

Learn definitions

Use the appropriate economic terminology

Read the questions carefully

Show workings on calculation questions

Take care when interpreting diagrams, graphs and tables

Look for the command words

Use appropriate symbols to complete answers (e.g. $ or %)

On the 6-mark questions make a reasoned judgement or conclusion
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