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Section A

Answer all three questions

1	 PA Consulting, one of the world’s leading consulting firms, has grown in 
size and now has 2600 employees worldwide. It has created 400 new 
jobs in Belfast and plans to recruit specialists in software engineering, 
data analysis and security. A spokesperson for the firm said that Belfast 
had been chosen because it had a pool of talent, good universities and a 
thriving technology sector.

(a)	 What is meant by an internal economy of scale?

__________________________________________________________

__________________________________________________________

_______________________________________________________  [2]

(b)	 Explain two types of internal economies of scale from which PA
Consulting may benefit.

1.________________________________________________________

__________________________________________________________

_______________________________________________________  [2]

2.________________________________________________________

__________________________________________________________

_______________________________________________________  [2]

(c)	 Using an example, explain what is meant by an external economy
of scale.

__________________________________________________________

__________________________________________________________

_______________________________________________________  [2]

© PA Consulting firm creates 400 NI jobs by John Campbell. Published by BBC News, 04 September 2018
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2	 The Office for National Statistics (ONS) publishes data in index number 
format that shows the Gross Domestic Product (GDP) per worker for the 
UK compared with other countries. This is one measure of comparing 
productivity between countries.

The table below shows the situation in 2018. To improve productivity, the 
UK government wants to invest in new technology and improve education 
and training. 

Country Index number score for 
GDP per worker (2018)

UK 100 = base value

France 113.9

Germany 110.2

USA 137.2

(a) (i)	 Identify the country with the highest productivity per worker.

_____________________________________________________  [1]

(ii)	 By how much does this country’s productivity per worker differ
from the productivity of UK workers?

_____________________________________________________  [1]

(b)	 Explain two possible factors that may have caused the score for the
UK’s GDP per worker to differ from the scores for the other countries.

1.________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [2]

2.________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [2]

Source: Office for National Statistics 
licensed under the Open government Licence v.30
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3	 The USA has imposed high tariffs on some Chinese imports of which 40% 
are consumer goods enjoyed by USA households. The USA has 
complained that China has not followed World Trade Organization (WTO) 
rules to reduce trade barriers.

(a)	 Define what is meant by a tariff.

__________________________________________________________

__________________________________________________________

_______________________________________________________  [2]

(b)	 Explain one possible impact on USA customers if tariffs are imposed
on Chinese imports.

__________________________________________________________

__________________________________________________________

_______________________________________________________  [2]

(c)	 Identify and describe one method of trade protection other than
a tariff.

__________________________________________________________

__________________________________________________________

_______________________________________________________  [2]

© US-China trade war: a tale of two Chinas by Karishma Vaswani. Published by BBC News, 18 September 2018
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Section B

Answer both questions

4	 Study the information below and answer the questions that follow.

Zambia is a very beautiful African country that is using tourism as one way 
to promote economic development. Increased numbers of foreign tourists 
are expected to bring social benefits. Some critics argue that increasing 
tourism will also result in social costs.

The information below shows the UK’s likely demand for a particular 
holiday to Zambia at a range of prices.

Price per holiday
(£s)

Number of 
places

Demand for 
places

2000 200 350

2500 200 300

3000 200 250

3500 200 200

4000 200 150

4500 200 100

5000 200 50

(a)	 Using the graph paper provided, plot the demand and supply for
places on the package tour holiday. Label the diagram carefully
including the market clearing (equilibrium) price and quantity. [5]

(b)	 The tour organisers plan to provide an extra 100 places on the
holiday. On your diagram, show how this will affect the market clearing
(equilibrium) price and quantity.	 [3]
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(c)	 Using demand and supply diagrams, explain how each of the following
events could affect the market for tourism in Zambia.

(i) The Zambian government provides subsidies to its tourist industry
to build more hotels.

Use the space above for your demand and supply diagram.

________________________________________________________  

________________________________________________________  

_____________________________________________________  [3]

(ii)	 UK tourists who experienced the holiday provide excellent reviews
on social media.

Use the space above for your demand and supply diagram.

________________________________________________________  

________________________________________________________  

_____________________________________________________  [3]
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(d) (i)	 What is meant by social costs?

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

_____________________________________________________  [2]

(ii)	 Using examples, explain two possible social costs that could
result from increased tourism in developing countries like Zambia.

1. ______________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

_____________________________________________________  [2]

2. ______________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

_____________________________________________________  [2]
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5	 Study the information below and answer the questions that follow.

Coca-Cola buys Costa Coffee for £4 billion

Fig. 1 Number of coffee shops in the UK (thousands) 
(2018–2022 projections)

In 2018, Coca-Cola, the well-known soft drinks company, bought Costa 
Coffee, the coffee shop chain. This takeover made Coca-Cola the UK’s 
leading coffee shop chain as Costa owned approximately 60% of the UK 
market. It also had shops in 32 other countries worldwide.

The government has identified fizzy soft energy drinks, and in particular 
some brands made by Coca-Cola, as demerit goods. It has even gone as 
far as banning the sale of some well-known brands to young people under 
18 years old. The high caffeine, as well as the high sugar content, of these 
drinks was also considered a health issue. Demand for sugar-based soft 
drinks in general has been falling with consumers showing interest in more 
health-promoting drinks.

Soft drinks manufacturers are looking for opportunities in other markets 
and the global coffee market is growing at 6% per year.

Coffee culture taking China by storm

Globally, coffee shops have become multimillion-dollar businesses. In the 
UK, coffee has become a “lifestyle product”, enjoyed in particular by young 
office workers and helped by the expansion of chains such as Starbucks 
and Costa. Following this success, these chains are opening up stores 
in Asia and in developing countries where they see new opportunities for 
markets to grow. In China alone, the coffee market is expected to grow 
by 50% by 2022, making it worth approximately £12 billion. Consumers in 
other growing Asian markets are increasingly adopting Western lifestyles 
and that includes more consumption of coffee.

Graph removed due to Copyright restrictions

Adapted © Coca-Cola buys Costa Coffee from Whitbread for £3.9bn 
by Zoe Wood and Mark Sweney. Published by The Guardian, 31 August 2018
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(a)	 Using Fig. 1, describe the trend in the UK’s coffee shop market from
2013 until 2022.

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [3]

(b)	 Coca-Cola bought the Costa coffee shop chain in 2018.

(i) Identify this type of integration.

_____________________________________________________  [1]

(ii)	 Explain two possible reasons why Coca-Cola bought
Costa Coffee.

1.______________________________________________________

________________________________________________________

________________________________________________________

________________________________________________________

2.______________________________________________________

________________________________________________________

________________________________________________________

_____________________________________________________  [6]
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(c)	 Explain why the government has banned the sale of some fizzy
energy drinks to young people under 18 years of age.

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [4]

(d)	 Discuss two ways in which Coca-Cola’s takeover of Costa Coffee
could have an impact on Coca-Cola’s competitors in the market.

1.________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

2.________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [6]
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Section C

Answer one question

6	 The National Health Service (NHS) is under pressure. The UK’s population 
is ageing at the same time as many younger people, with low-quality diet 
and lifestyle, are experiencing poorer health. Among many other criticisms 
is evidence of the large number of people who do not always use 
emergency services responsibly. The government is considering possible 
ways to increase funding to the NHS such as imposing a new health tax 
on income, charging patients for appointments, or cutting funding to other 
areas of the public sector.

(a)	 Explain what is meant by the basic economic problem.

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [6]
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(b)	 Using a production possibility frontier (PPF), examine how the NHS
faces the basic economic problem.

		  Use the space above for your production possibility frontier 
(PPF) diagram.

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [9]
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(c)	 Discuss the costs and benefits of three possible ways in which the
government could increase funding to the NHS.

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

______________________________________________________  [15]
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7	 The UK continues to have a trade deficit in goods and services on the 
Balance of Payments current account. In 2018, it narrowed slightly but 
it was still approximately £30 billion. Improved trade in services helped 
to reduce the size of the deficit but the UK depends on importing large 
quantities of food and raw materials. The fall in the value of the pound has 
affected trade and could improve the situation. 

(a)	 Explain what is meant by a trade deficit.

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [6]
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(b)	 Explain why the UK has a trade deficit in goods and services on the
Balance of Payments current account.

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [9]
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(c)	 Discuss the costs and benefits to UK trade, and the economy in
general, of a fall in the value of the pound.

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

______________________________________________________  [15]
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8	 From 2018 to 2019, the UK’s economic growth was slower than expected. 
The situation was explained by the slow growth in consumer spending 
and the reluctance of business to invest. Research showed that average 
living standards had fallen and this situation was expected to continue until 
2020. The poorest households experienced a loss of income while richer 
households were marginally better off.

(a)	 Explain what is meant by economic growth.

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [6]

© PWC, UK Economics Outlook
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(b)	 Analyse the impact of economic growth on the economy.

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

_______________________________________________________  [9]
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	 (c)	 Discuss the costs and benefits of policies that the government could 
use to promote economic growth.	

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

__________________________________________________________

______________________________________________________  [15]
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Continuation page (Use this page if you need extra space to complete  
your answers.)
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Continuation page (Use this page if you need extra space to complete  
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THIS IS THE END OF THE QUESTION PAPER
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