12 Economics

12 Exam Paper 2 Revision

2.1 Business growth and competitive advantage

Sucoess In Dusiness neguires dynamism amd Maxibility which mast include bechnkcal
eeoellence, sensitivity to market tremds and |maginative thinking.
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Organic and incnganic grovwth
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Ciomipatitive advantage throwgh |nmowation
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Product amd process innosaktkon

Aol of state funding

Product ife oyche and extonseon Srabe] ks

l=

How the digital
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markets and firms

&)

o]

]

di

Market informiation in the digital economey:

price camparison sibes
wiral miarketing
social media

Thi supply-side:

micromariceting
anline retading and onlines distributhosn
recruiRting and training staff with digital sidllc
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satisfying consumers with the long il
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Subject content | What students need to learn:

2.1.5 a) Small-firm survival in competitive markets:
How small firms ¢ product differentiation and unique selling points
compete (USFs)

flexibility in responding to customer needs
customer service
targeting niche markets

achieving competitive advantage through
relationships with stakeholders
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2.2 Firms, censumers and elasticities of demand
Maasisr ng CONSLEMEr MEsponse T changes in prices and incomes helps finms make
price, product and output decksions.
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Frice: elxsticivy of
demand {FED)
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The significance of price elasihcity of demand to firms
{in both nbche and mass markets) in terms of
Emplicaticns for pricing

Caloulation of price slasticty of demand
Interpretation of mumssdcal values of prioe elasticdty of
diemand

The factors influencing price elcsticity of demand

The relatiorship between price elastidioy of demamd amd
fokal rovenis:
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Competing on prioe
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Pricing strategies:

oost plus {calosating mark wp on unit cost)
price Siimiming

peEnetration

predatory

competitive

o  psychokogical
Factors that determine the most appropriate pricing
strategy for 3 pantoulsr situaton:

miumiigsr of USPs/amount of difereniiation
price slasticky of demand
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strength of brand

staJe in the product ife ok

onsis and thae need o make & profit

Changes in pridng to reflect sodal frends (onling sales
and prios comparison sites]

233 al The impac of marketing oo the demand cure:
Typas of non-prkce s oroduct dEteren bl om
compatiicn = advertising and other promational methods
»  distribution methods
b) Devising appropriate marketing approadhes
234 aj The significance of income sAsiiciRy of demand > firms
Income easticky of | b1 Caloulation of iecomss elxsticity of demand
cemand {YED) ¢} Interpretation of numssical valkues of incomss elasticity of
demand
d] The factors influencing inoome eastcdy of demand




2.3 Productive efficiency

Firms' success and living standards in the economy depend on increasing
productive efficiency.

Subject content | What students need to learn:

2.3.1 a) Productivity (output per unit of input in a given time
Productivity period):

e factors influencing preductivity
o link between productivity and competitivenass
o productivity and wages
o productivity and economic growth
b) Distinction between labour and capital intensive
production
2.3.2 a) Full capacity and spare capacity

Capacity utilisation b) Capacity utilisation:
o current output (divided by) maximum possible output
(as a percentage)

c) Implications of under- and over-utilisation of capacity
d) Ways of improving capacity utilisation




2.4 Life in a global economy

Ghlobalisation has given firms many new opportunities to trade and to contribute to
economic development.

Subject content What students need to learn:

241 a} Characteristics of globalisation:
Globalisation o Increased investment flows

o world trade rising as a proportion of world Gross
Domestic Product (GDF)

o increased migration
b} Factors contributing to globalisation in the last 50 years:

o ftrade liberalisation

o capital market liberalisation

o political change resulting in the opening up of China
and the former Sowviet Union

o reduced cost of transport and communications

o Increased significance of global (transnational)

Companies
2.4.2 a} Growth rate of the UK and BRIC (Brazil, Russia, India
Developed, and Chima) economies since 2000
emergimg and b} Indicators of growth:
developing o GDP per capita
eronomies o literacy
o health
o Human Development Index {HDI)
c) Characteristics of developed (mabure), emerging and
developing economies
d} Mean and median incomes
2.4.3 a} Specialisation and intemational trade

Intermational trade | b) Trading blocs

c) Trade and growth

d} Imports and exports: visibles and invisibles

e} Impact of cheap imports on standards of living

2.4.4 a) Changes in exchange rates

Exchange rates b} Impact of changing exchange rates on firms
c) Interpretation of exchange rate data

d} Interpretation of effective exchange rates




2.5 Thit econcmic oyche
Econoimi grosvth rates ane constantly changing, creating instabiliy and wnoertaenty
foir firms and eoonemic sgents.

251 a) Understanding of the economic opche

The ecommic Cyche | 0) Chasracheristics of 3 Doom

¢} Characteristics of 3 neCRsEn

d) Implicaticns for fioms of fucuations in eoonomes acdvity

2532 Al The cincular Moy of InComae

Circular fow of b) The im@act of injections inbo and withdrawals from the
inooimie, e pendltume ciroudar Mo of | ncomie

and| output €] Factors influencing AD: componanits C + [ + G + (X-M)

d) Fachors infusncing AS:
o Chamdes im the ooet of inputs and resources
o chamdes in producivity

253 Al Imflation, deflation and desind abkon
InfMation b Imterpret price ndices [RPI and CF1) and the rate of
Erfl atiom

¢} Real and meominal values, constant and ounmaEnt prices
d)] Couses of indflation:
a deEmared pull
o OnET push
@) Tha impad of inflatkn om firms:
o uncestainty
o Ioss of infemational competitveness
1 The impact of inflatksn on individuals:
o losg of real imoomas
o SEGEFE SN0 BeliTiossssrs

254 a) Employmient, underemployment and unempkyment
Emiploymant and b) Measures of unemployment;
LTI o 0 e o  th claimant count

o fhae Infermafional Labowr Organisation {ILO] maasu e
<] The causes of unssmploymeng:

o Shructural uimssmphoy mepsnt

o ooDuptemal bl kY

o gesgraphical immokdity

o fechnological unemgloyment

o demand deflcency and cpclical whieEmpossmrsesnt
d] The impad of umemiployment on firmes and individuals
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