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Introduction

This paper is divided into three sections:

Section A consisting of eight questions based upon four data extracts; Section B consisting of
three data extracts and one 20-mark essay question and Section C consisting of two data
extracts and one 20-mark question.

Overall, candidates performed well on this paper but some areas require improved
understanding and skills. For example, successful responses to Q01(a) and Q01(b) required
both an interpretation of price indices, as well as an understanding of inflation, deflation and
disinflation. In other words, quantitative skills number QS5 calculate and interpret index
numbers had to have been practiced and understood for the data in Extract C to be
interpreted accurately. Q01(c) required an understanding of how income elasticity of demand
is calculated QS5 calculate and interpret index numbers, as well as QS2 calculate, use and
understand percentages, percentage changes and percentage point changes. It is clearly
important that candidates are familiar with the knowledge and understanding required for
the assessment of quantitative skills, which include at least Level 2 mathematical skills and
constitute a minimum of 20% of the overall marks for this qualification. Q01(g) required
candidates to use the data provided to assess the impact of inflation on firms. Despite the
data suggesting otherwise, many candidates suggested that the impact may be positive, as
firms may simply raise their prices, thus maintaining or increasing revenue and profits. In a
similar way, sections of the extracts were simply copied out, with reference to small firms
“filling the gap” left by the closure of large chain restaurants, rather than using these extracts
to support analysis or evaluation. While many candidates referenced rising costs for firms,
not as many discussed the impact of falling real incomes on the demand for normal luxuries
supplied by the restaurant sector.

In Sections B and C, the essay questions can be supported by candidates' own examples
arising from their study of the subject over the previous two years. Question 2 presented
three extracts where just-in-time stock control ( JIT) had led to problems with supply chains.
Very few candidates were willing or able to introduce their own examples of where (JIT) had
benefited specific firms. They were more likely to simply list the potential theoretical benefits
of ( JIT) without illustrating this with specific examples. However, it was pleasing to see some
candidates bringing recent data on inflation and growth in the UK economy into their
analysis and evaluation in question 3. It is important that candidates are encouraged to
monitor and discuss current economic data so that they can introduce this into their
response and help them to achieve Assessment Objective A02 Apply knowledge and
understanding to various economic contexts to show how economic agents are affected by and
respond to economic issues.
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Question 1 (a)

This question first requires candidates to select the correct values from Extract C to calculate
the rate of inflation for March 2022. Most candidates managed to correctly interpret the
index numbers and calculate, to 2 decimal places, the percentage change between the CPI
for February 2022 (115.8) and the CPI for March 2022 (117.1) which was 1.12%. The main
errors being either in orders of magnitude or due to candidates not having learned how to
interpret and calculate index numbers and percentage changes (see previous comments
regarding QS2 and QS5). This was surprising given how the rate of inflation has been a major
topic of debate over the last year in most, if not all, economies.
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This response is awarded the full 4 marks for the correct answer, including calculating the
percentage change in the CPI between February 2022 and March 2022, to 2 decimal places
and including the percentage symbol.

This response first calculates the difference in the value of the CPI
between March 2022 (117.1) and February 2022 (115.8) as 1.3. This is
then calculated as a percentage of the February CPI 1.3 ÷ 115.8 =
0.0112 x 100 = 1.12%. A clear and precise demonstration that index
numbers can be interpreted and that percentage change can be
calculated by the candidate.

Always show workings for calculation questions. In addition, before
moving on, think, does this answer look right? Is it too small? Too large?
This might help avoid some basic problems of magnitude which are
common when dealing with macroeconomic data. The mark scheme
shows how marks could be awarded for showing workings and all
candidates would be well-advised to do this.
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Question 1 (b)

This question mixed two demands, quantitative skills and application to demonstrate an
understanding of the difference between deflation and disinflation.

Candidates need to identify both a month in which there was deflation (January 2022) and
one month in which there was disinflation (November or December 2021) from the CPI data
in Extract C. They then had to support this by actively using the data for both examples and
developing the explanation of the difference.

This response achieves the full 4 marks. It is an example of a good, clear answer which
includes an identification of the months in which there was deflation and disinflation. There
is also supporting data and clear statements developing the explanation of the difference
between deflation and disinflation.
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The first sentence accurately explains deflation (this partially achieves
the analysis mark). The second sentence first accurately identifies the
month in which deflation occurred (this partially achieves the
knowledge/understanding mark). It then uses the data from Extract C
to support this with clear reference to the CPI (this achieves one
application mark). The third sentence accurately explains disinflation
(this completes the award of the analysis mark). The fourth sentence
then identifies a month in which disinflation occurred (this completes
the award of the knowledge/understanding mark) and then supports
this with the active use of the data from Extract C to produce the rates
of inflation.

Marks are therefore awarded as 1 knowledge/understanding, 2
application and 1 analysis = 4 marks

It is worth using past examination papers and mark schemes to
understand how marks are awarded in 4 mark questions using the
'explain' command word.
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Question 1 (c)

This question requires a calculation of income elasticity of demand (YED), using the data
taken from the stem of the question.

Although the question involves the calculation of a percentage change and then a simple
division, producing a YED coefficient to 2 decimal places, 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 really 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. It is worth looking at the mark
scheme to see how marks could have been be awarded if the final, correct answer is not
present. For example, there is a knowledge/understanding mark available for presenting the
correct formula for YED. This is why the statement 'you are advised to show your working' is
included in quantitative questions.

The first line of the response accurately calculates the percentage
change in income as 21.23%. The second line of the response presents
the correct formula for YED, performs the appropriate division and
then presents the correct answer to 2 decimal places.
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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 2 decimal places. It is easy to miss a
crucial word or phrase in the pressure of an examination.
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Question 1 (d)

There were many good answers to this question identifying two ways in which small firms
might survive in the competitive restaurant market. There was also evidence of an effective
use of the stimulus material, specifically in reference to lower rents due to the closure of
chain restaurants, the use of dark kitchens and the takeaway business model to lower costs.

In this question, the two valid factors must be distinct. For example, quality can be used twice
but must be distinct. So, while food quality and quality of customer service would be two
distinct factors, food quality and quality of ingredients would not.

This response achieves the full 6 marks. The candidate has given two valid and distinct ways
small firms might survive. Each is supported with relevant evidence with reference to the
Extracts or to their own relevant examples. Both of the two explanations are then developed
to achieve the analysis marks.
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The first way is identified in the first sentence – improving customer
service. One knowledge/understanding mark is awarded here. This
point is then illustrated with an example relevant to the context of the
restaurant market. One application mark is awarded here. There is
then a development of this point, with a consequence of the improved
customer service in terms of repeat sales. One analysis mark is
awarded here. There are therefore 3 marks awarded for the first way.

The second way is then identified – a niche sub-market. One
knowledge/understanding mark is awarded here. This point is then
illustrated with an example relevant to the context of the restaurant
market. One application mark is awarded here. There is then a
development of this point, with a consequence of targetting a niche
market. One analysis mark is awarded here. There are therefore 3
marks awarded for the second way.

This is therefore 3 + 3 = 6 marks
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Question 1 (e)

This question tested understanding of the benefits and costs to firms of using dark kitchens.

Overall, this question was completed quite well and it was clear that many candidates
understood the main advantages to firms of using dark kitchens. However, it was also clear
that the command word ‘discuss’ was not understood by some candidates. Mark schemes
published for previous series make it clear that a response to an 8 mark question requires a
balanced awareness of competing arguments for level 3 to be awarded. This means that
some developed analysis of the possible disadvantages is also required.

This response is awarded the full 8 marks and achieves level 3. It covers all of the marking
criteria for level 3.
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The candidate has demonstrated accurate knowledge and
understanding, showing a good awareness of both the costs and the
benefits to takeaway firms of using dark kitchens, supported
throughout by use of relevant evidence which is well chosen.
Arguments are developed using logical, coherent chains of reasoning.
There is certainly a balanced awareness of competing arguments,
exemplified by an evaluation of the weak CSR and the capacity for
firms to absorb fines as an additional cost.

With the level of response questions, it is a good idea to read through
your answer and try and decide if the examiner could determine the
question set from reading the essay. If this is not the case, then it is
unlikely that the question has been fully answered. Remember, the
'discuss' command word requires a balanced awareness of competing
arguments for level 3.
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Question 1 (f)

This question is intended to test understanding of the impact of rising and high inflation on
firms, specifically in the context of the restaurant market. What was surprising was that while
many responses discussed the impact in terms of rising costs, far fewer responses discussed
the impact in terms of sales revenue and falling real incomes, using YED in analysis.

The best responses used the data to demonstrate an awareness of competing arguments,
highlighting that while major chain restaurants had been closing, creating some
opportunities for small firms, the takeaway market had been growing continuously.

This response is worth 8 marks and reaches the bottom of level 4. The candidate
demonstrates an understanding of some of the main effects of inflation on firms in the
restaurant market, both in terms of costs but also in terms of sales revenue.
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This response demonstrates accurate knowledge and understanding,
supported throughout by use of relevant evidence which is well chosen
and logical. There are coherent chains of reasoning, showing good
understanding of the question. For example, the point relating to the
impact upon real wages and sales of inferior goods (page 2) is good.
Arguments are generally well-developed and evaluated. There is
balanced awareness of the validity and significance of competing
arguments although the conclusion is rather limited and keeps the
response at the bottom of level 4.

Become familiar with the level descriptors for the 8, 10, 12 and 20-
mark questions and know how the higher levels can be achieved by
using published past papers, mark schemes and PE Reports.
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Question 1 (g)

This question intends to test understanding of the inorganic growth in the context of chain
restaurants who had been closing many premises. There are lots of opportunities to gain
high level 3 or level 4 marks here, provided answers focus on the restaurant market rather
than retail 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, particularly about diseconomies
of scale or ‘culture clashes’, 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 costs of inorganic growth and ignore the
benefits.

This is an example of a 10 mark, bottom of level 4 response, which does make a really good
effort to answer the question.
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The candidate demonstrates accurate knowledge and understanding,
supported throughout by use of relevant well chosen evidence.
Reference to possible culture clashes balanced by the speed of growth
and market share are pertinent and show a full understanding of the
question.

Arguments are developed and to some extent evaluated. Reference to
the high cost of and risks associated with inorganic growth is
particularly impressive. While there is an awareness of the validity and
significance of competing arguments, the final comments about the
recovery after a period of decline was rather limited and contradicted
the evidence of failure presented in the data. This keeps the response
at the bottom of level 4.

It is a good idea to plan a 12 mark response before beginning the full
answer. Be clear about your main arguments and counter-arguments.
At the end of each paragraph ask yourself, am I answering the
question? This will help focus the response and make it more likely to
achieve a high level. Always try to attempt a conclusion in a 12 mark
essay question.
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Question 1 (h)

This question intends to test understanding of the role of stakeholders, specifically the
potential conflicts between stakeholders in the context of the development of dark kitchens.
What was surprising was the confusion evident about stakeholders. Many candidates talked
about the clash between shareholders and employees, however far fewer mentioned the
consumer or other takeaway firms who do not use dark kitchens. Furthermore, while many
candidates mentioned environmental effects, few identified a specific stakeholder group in
this respect.

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 analysis and evaluation are vital in answering this question.

This is an example of a 12 mark, top of level 4 response, which makes an excellent effort to
answer the question.
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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 relevant examples, including the potential conflict between the
multinationals and the UK Government, is particularly good.

Arguments are developed and evaluated. There is a full and balanced
awareness of the validity and significance of competing arguments.
The reference to the supply of jobs to the local community balanced by
the environmental impact is also very good.

Finally there is a brief attempt at a conclusion to the essay and the
quality of previous analysis and evaluation is sufficient to demonstrate
an awareness of the validity of competing arguments.

The most successful conclusions do not have to cover every point
made in the essay. A judgement should be made about the main or
key arguments. For example, what is most important? How might this
change in the future?
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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 a generic description of JIT and identified one or two possible
disadvantages without reference to the case study material.

While the question referred to did not refer directly to the Extracts, this did not mean that
these were to be ignored in favour of other examples.

There were some examples of essays focused entirely on alternatives to JIT, giving little or no
attention to the question. There were also some extended discussions of the inability of firms
to benefit from economies of scales if JIT is used. This is clearly incorrect.

This very good response gains 18 marks, at the middle of level 4.
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The candidate demonstrates accurate knowledge and understanding,
supported by use of relevant evidence referring to TESCO and Aldi,
semiconductors and gas storage to support the argument.

There is a developed chain of reasoning, showing understanding of
connections between causes and consequences in respect of
shortages during the global health crisis. Arguments are well-
developed and partially evaluated.

A conclusion is attempted but does not add a great deal to the
previous analysis and evaluation. This keeps the response at the
middle of level 4 rather at the top.

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 developments in industrial practices, including retail, distribution
and international trade.
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Question 3

This final question was generally answered quite well but with fewer responses
demonstrating a balanced awareness of competing arguments than in Q02. Often, responses
to this question were able to refer to economic growth and the trade-off with demand-pull
inflation and environmental sustainability. Less often, there was an engagement with
increasing productive capacity and investment in renewable energy sources. That is, growth
without inflation and with less environmental damage.

In addition, some candidates discussed how higher investment and the movement to
environmental sustainability in the long-term might depend upon short-run growth which
could be damaging to the environment.

Although Norway is referenced in the case study materials, 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.

This response is typical of a high level 3, achieving 15 marks.
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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 increases in AD, LRAS and inflation. This is
supported by the use of an accurate AD/AS diagram. 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 slower growth, lower consumption and
less environmental damage is particularly appropriate.

A conclusion is attempted but does not really show a full awareness of
the significance of competing arguments and keeps the response in
level 3.

Diagrams must be accurate. Accurate labels for axes and equilibrium
price level and output are basic elements of knowledge and
understanding. Practice drawing diagrams to show increases and
decreases in AD and AS, with the resulting impact on price level and
real output. These can then be used to support analysis and
evaluation.
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Paper Summary

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

Candidates should learn basic definitions, along with standard quantitative skills, including
appropriate diagrams and calculations. QS1-QS9 Quantitative Skills taken from DfE Subject
Content for Economics are published as Appendix 3 in the Economics B Specification.
Where possible, candidates are encouraged to use the data provided in their responses or
to use their own, relevant data. The use of data requires more than simply quoting figures
or copying sections of text from the extracts provided. It is the active use of the data that is
rewarded.
If a question asks candidates 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.
It is important that candidates practice completing different types of questions in timed
conditions to ensure that their writing is logical and legible. This will also reduce the
likelihood of timing problems during the examination.
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Grade boundaries

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

https://qualifications.pearson.com/en/support/support-topics/results-certification/grade-
boundaries.html
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