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Teacher’s Introduction

The case studies in this series are designed to support students as they
study the Edexcel A module Theme 3: Business Behaviour and the Labour
Market. These case studies cover the Edexcel A specification perfectly, and
are designed as real-world contexts to complement the theoretical content
of the module.

Always check the exarmn board
website for new information,
including changes to the
specification and sample
assessment material,

Each case study contains:

% Contextual information: this is the body text of the case studies, providing the relevant information, facts
and figures.

% Data: each case study contains data presented in a graphical format.

% Data response gquestions: for each case study, students are presented with two guestions set in response to
the data presented. Answers are included.

¥ Test your knowledge questions: for each case study, students are presented with two guestions designed 1o
mimic short-answer examination guestions. Answers are included.

¥ Extended-response gquestion: for each case study, students are presented with one question designed to
mimic long-answer examination questions. Possible answers are included in summary form.

This rescurce is designed 1o be useful to students of all abilities. Students of the highest ability require up-to-date
contextual information for use in examination, while for lower-ability students these case studies may
complement class activity and help to ground theoretical content in real-world contexts,

These case studies are designed to be up to date for 2022 and provide as contemporary a snapshot of economic
discussion as possible. However, it is likely that some themes which are relevant and topical at the time of
teaching may not be included. it is therefore advised that these examples are used in tandem with the study of
the most recent themes.

| hope this resource can contribute towards an engaging and rewarding learning environment. Best of luck with
your teaching!

0 Glover, laniary 2023
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Jaisition: Faceb

3.1: Business growth

Facebook is the world's third most visited website, and the
biggest social network. i outmanoeuvred market rivals such as
MySpace and Friendster in the late 2000s to establish a
maonopoly position in the social network scene. But the key to
maintaining its market position in the 2010s, when faced with
emerging and established compelition, has been two
enormous acquisitions.

In 2012, Facebook purchased Instagram for t

in 2014, Facebook purchased WhatsApp for the even more staggering sum of §19 b
entire GDP of lceland). The deal was viewed as make or break for Facebook — it was.
he successful.

Both of the acquisitions were extremely well timed, and more than good value form
more than $5 billion a year for Facebook, while Instagram brings in a stunning $20
demonstrates the huge growth of both platforms, which mostly took place after th

Figure 1
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The savvy actBisitions have maintained Facebook's dominance of the social medi

younger generations, during a period in which the primary product’s growth among
begun to slow. it also prevented the emergence of key rivals, and thus maintained |
Googlet, a social network launched by the online search giant in 2011 to compete
closed in 2019,

1 hittps:/fwww.businessofapps.com/data/whatsapp-statistics/ and hitps.//www.demondsage.com/instagr
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In 2017, Facebook introduced the 'stories’ feature across its platforms in a direct bi Z
which it failed to acquire in 2013. The introduction of the ‘reels’ feature across its pb
attempt to halt the growth of TikTok, which has experienced rapid expansion among

While Facebook continues to grow, its acquisitions are catching up quickly. Figure 2
approaches its three billionth user, WhatsApp and Instagram are both far past the tw.

2

Figure 2

-
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Use the data

1. Using Figure 1, calculate the percentage change in WhatsApp's monthly acty
Facebook's acguisition of the platform and 2022, f

2. Figure 2 demonstrates the scale of Facebook’s reach. Explain why this scale
business model,

Test your knowledge...

1. Explain the term ‘horizontal integration’ i

{ Facebook.

2. Which of the followin

ebook most likely to have pursued i
A, Sales maximd :

B
C. 3 : isation
0.  Reverniue maximisation

Extended-response question

1. Assess the costs and benefits of business growth.
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3.1: Business growth

N Business growth does not always
in order to expand, firms need
inefficient or subject to an inter
axample of this dynamic at wor
merger which has not performe

‘e of 3 major dem
. Walmart - on

¢ Asda was the UK's second larg
share, and the acquisition cost

ghs seen as an attempt to become the UK's market leader. Howe
market share tnder Walmart's tenure, instead gradually slipping into third place in
Figure 1 shows the market share of the six major supermarkets in 2017 and 2022

Figure 12
0.00% 5.00% 10.00% 15.00% 20.00% 25.00

Tesco |

Sainshury's

Morrisons |

Lidt

Aldi

AN

the store. Walmart's business m
undercut rivals on price.,

s has been to open out-of-town me
K is less suited to the out-of-town model t
German discounters Aldi and LidL

Walmart ~ us xerting market dominance - ultimately struggled to expand it
regulated and hughly competitive UK supermarket industry. The megabrand has ha
in markets with fewer regulations and less established rivals. Figure 2 shows whe
concentrated in 2021, demonstrating that Asda was a relatively small part of the ¢

2 hittps:/fwww. kantar.com/campaigns/grocery-market-shore
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Figure 2°

= Stores located in the USA

® Asda stores

= All other stores

In 2018, Asda and Sainsbury's entered formal negotiations over a possible merger
conglomerate the UK's largest supermarket. The proposal was strongly favowed b
the competition regulator, who argued that the merger would lead to higher prices
competition for retailers.

In 2021, Walmart sold Asda to for £6.8 billion — only marginally more than the price§

deal was seen as mutually beneticial. it allowed Walmart to exit the UK market withéﬁ

new owners are considerad more committed to competing in the UK markeiplace 05‘§

Use the data

1. ifthe merger had been approved in 2018, what would have been Asda—Sa
market share? :

2. Using Figure 2, calculate Asda’s total sales in 2021.

Test your nowledge...

1.  Using a demand and supply diagram, show
since 2011,

2. Demergers are usy
prices f

increase competition in the market, whic
think this is the case with Walmart and Asda’s

Extended-response question

1. Discuss whether horizontal or vertical integration is likely to be more benefici
a firm.

3 hitps.//dazeinfo.com/2020/07/16/walmart-annual-revenue-by-region-grophform/
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3.1: Business growth

Carillion, a large UK construction and services company, collapsed in 2018
after a serious mishandling of finances and failure to keep up with contractual
repayments, The company was a frequent government contractor, with a
number of large obligations to build and help operate public facilities.
Carillion's responsibilities included building and providing services for
schools, hospita!s prisons, housing and ransport infrastructure. As a result
of the company's collapse, many of these important pubhc facilties were left
in limbo, facing reduced levels of service and constr fup fo
several years.

went's pursuit of public-private partne;
ontracted out responsibility for the construction;
s designed to transfer the risk involved in constiuction i
s. These sorts of projects are inherently risky because of the larg
the frequency with which such projects exceed their initial budget,

The collapse called into ques
successive UK
companies.
from public
construction, and
completion date.

Instead of the risk being handled by the government, the private sector is awarded a.
privately and thus also inherits the risks involved. Carillion would borrow the money
which it would pay back in future revenue from the proceeds of operating the faciliti
usually 25 to 30 years.

However, in this case Carillion overextended itself. It had piled up large debts fromi
which quickly began to exceed its revenues from running facilities. Figure 1 highligh
by Carillion in millions of pounds. 5

Figure 1

1200

2009 2010 2011 2012 2013 2014 2015

in July 2017 Cariflion issued a profit warning, signalling that the company was in trg
warning in September 2017, and another in November that same year. The company
unmanageable levels of debt. Figure 2 highlights the impact of the profit wamnings ¢
which compounded the firm’s woes.
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Figure 2
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Carillion's quick expansion is seen as a key cause of the collapse. The firm took ove,
firms at a rapid pace, including Citex, Mowlem, Alfred McAlpine, Vanbots and Eaga.
part to scale up Carillion’s operations at pace, as they took on increasingly large nu
firm's business model relied on constant growth ~ taking on large projects in order

borrowing costs. =

Use the data

1. What does Figure 1, along with information in the text, suggest about the pa
Carillion’s expansion? :

2. Explain how costs, cash flow and revenue were responsible for Carillion’s coli

Test your knowledge...

1. Explain which type of growth Carillion pursued,

2.  How do public—private initiatives attempt to sol rider probiem?

COPYRIGHT
PROTECTED

Extended-response quee

5

sing private finance to deliver public goods.
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3.3: Revenues, costs and profits

In November 2020 the Arcadia Group filed fo.
Group owned a number of major UK retail cle
Burton and Dorothy Perkins. It was one of the
country with a workforce of 13,000. The firm:
pandemic restrictions on the profitability of
collapse, though it had been struggling for y
business rates and chansi

with chroni { in his stores. He has also been accuoed of fataiﬂy mis

mdugtry, Spey iions on expanding and maintaining his commercial property

in urhan areas at the expense of focusing on the burgeoning online retail market. In
- including tax avoidance and alleged abuse of staff — has been viewed as undermi

While Arcadia doubled down on bricks-and-mortar stores, the onfine fashion ma;kei§
market share of online platforms as a percentage of total clothing sales in the UK.
Figure 14
ay 10% 20% 30% 40%
2018
2019
2020
2021
2022
KN

“OK's most popular online retailers, currently s
n 2021 both companies made significant acquisitio
wo's leading brands, including Topshop and Miss Selfridge, fora s

S ired three further Aacadia brands ~ Dorothy Perkins, Wallis and By
store [lehenhams, for a total of £80 million.

ASOS and Beohoo are poy

Data Response Case Studies Volume 2: A Level Economics Edexcel A {Theme 3) Page 8

COPYRIGHT
PROTECTED




The cost structures in Figure 2 go some way to explaining why online retail has beer.
high street. -

R

Figure 2°

Production 0%

Operations

0%
Distribution

SO!}\’,} ......................
Rent
Staffing 40%

Marketin

Alf of these acquisitions focused on the purchase of the intellectual property associg
rather than the rescue of their high-street operations. The purchase of these leading

point in the business strategies of both online retailers, which had previously been ¢
organic growth. 5

%%

Use the data

1. Using Figure 2, calculate the percentage difference, as a share of total reven
oniine retailer costs and high-street retailer costs. Z

2. Explain two non-price benefits of the online retail model for business grow

Test your knowledge...

1. Explain what effect increasing prices will have on total revenue.

2. Using a suitable diagram, discuss the impact istiononafirm's ¢

COPYRIGHT
PROTECTED

Ex?endew 0

1. Evalua
and Boohibo.
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crisis was that firms involved in the extraction and distribution of energy begantor
profits. Figure 1 highlights the profits made by Shell between the start of 2020 and

The significant increases in Shell's profits reflect geopolitical developments. Quick!
following the coronavirus pandemic crisis, combined with declining supply in part d
led 1o large increases in the price of natural gas. Figure 2 highlights the rapidly risin

as above.

Figure 1°
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& hittps:/fwww.bloomberg.com/news/articles/202 2-05-05/sheil-profits-rise-to-highest-in-decade-on-soaring
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Extraction and distribution of gas is a primary part of Shell's operations. Following t
record-breaking quarterly profits of $11.5 billion in July 2022, CEO Ben van Beurder

Dur profits are very significant, | reafise that And our cash flows are afso very
fact that we have been working for 10 years to turn this company info 8 muct

At the same time, there is a responsibility with making money, and that is tha
energy secuiity ... and in the energy transition.”

in May 2022 the UK government introduced an excess profits tax, widely
known as a 'windfall tax’, on oil and gas companies. The tax was targeted
at the supernormal profits of companies like Shell, and designed fo help
fund financial support for households facing unatfordab itls,

Supermormal profits can pose a problam f
extraneous 1o the investment need
given to shareholders or sto
from the naticgainea

45'they are often
: ng they will often be
s representing a withdrawal

Use the data

1. What is the percentage change in Shell’s profits between Q1 2020 and Q2 2(’:

2. What does Figure 2 suggest about Shell’s record-breaking profits?

Test gour knowledge...

1. What is the distinction between normal profits and supernormal profits?

2. Explain what happens to supernormal profits in the long run.

Extended-response question

1. Assess whether a tax on supernormal profits is beneficial for the economy.
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3.4.7: Market structures — contestability

An important feature of ma
are. A contestable market &
to enter and exit the indust
market has only a few firms
contestable then existing p
prices and output as if they
the threz!: of entry by other

narket that has become
recent years is the delivery and postal viously, mail was regarded as ¢
which in the UK was dominat . However, the rise of online retail and
changed the natur y and lowered the barriers to entry. Figure 1 showg
firms inth Z
Figure 1
P
Others
25%
{includes
Yodel, DPD and
FedEx)
DHL |
7%
H » Amazon
ernnes 159%
10%
\.

The major reason for growing contestability in the market is the emergence of e-co
now make purchases online, and the industry had a val billion in 2019 -
GDP. The rapidly growing industry creates 3 variety nities for new courie

However, Royal Mail has also logt !
during a penod in whicl :
mandated byl
based on lod

deliveries has coi!apsed The Umvemai
: Royai Mail must provide a six-day service for letters,
5 not permitted. 5

While this is seen as a valuable public good, it also limits Royal Mail's ability to cam{
deliveries are less profitable than parcel services.

The big market climber over the last decade is Amazon, which only launched delive
market share as recently as 2014. Based on curvent trajectories, it is set to take on
the next decade. f
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Use the data

1. Using the article, identify ane possible barrier to entry into the UK delivery

2. Canthe UK’s delivery service industry be regarded as an oligopoly?

Test your knowledge...

1. Stete two features of perfectly contestable markets.

2. Define the term ‘sunk costs’.

Extended-response gue?

S

140 which the market for delivery services is coniestable
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Perfect competition is a theorati
world examples of markets that
possible contender is the stock e

The stock exchange is a global m
and sellers trade shares in comp
means you have a small stake in
comp.i se well, the share be
¥ company is essentially

a decade, with an initial value of £7.6 billion, or 390 pence for each share. Howeve
the firm's shares, suggests that going public was a mistake.

Figure 1

200

150

100

Apr May May Jun  Jul Aug Sep Sep Oct Nov Dec lan lan feb Mar Apr
08, 04, 27, 22, 15, 08, 02, 27, 0, 12, 07, 04, 27, 21, 16, 08,
2021 2021 2021 2021 2021 2021 2021 2021 2021 2021 2021 2! 22 20227 2022 2022

Deliveroo’s value has fallen significantly
overvalued prior to going public, !
increasingly facing scn
overvaluaticgd

already bece

{One argument made to ex
e put off by Deliveroo’s 'gig econom
rs due 1o the treatment of workers in sim
, itial price set for shares didn’t reflect the fact that the.

5§ attractive to investors.

As such, once subject fo the realities of supply and demand that are laid bare on st
considerably, before eventually stabilising at a much lower level of around 80 pence

Deliveroo points broadly to an unfavourable economic environment to explain the
bear this out? Figure 2 shows the overall performance of the FTSE 100 — an index o}
London Stock Exchange — over the same period. Z
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Figure 27
(’7,800100 .....................................................................................
7,600.00
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In stock market jargon, a ‘bear’ market is one in which prices have fallen to 20% bel
market is characterised by rising prices. =

B2

As we can see, the FTSE 100 has fluctuated quite significantly in this time, but the
inn the overall value of the firms, though also a sharp decline from September 2022
be entering a bear market.

Use the data

1. {a) LookatFigure 1. In December 2021 do you think there were more sel
Deliveroo shares?
(b} Suppose you owned 500 shares in Deliverco. Calculate the change in
April 2021 and Qctober 2022.

2. i the FTSE 100 index reached 8,500, what number would it have to reach tc

Test your knowledge...

1. Name two possible example

ompetitive market {other tha
2. Using revenue an Show the long-run eguilibrium of a firm in

compeg

Extended-response question

1.  Evaluate how well the stock market exhibits the characteristics of perfect ¢

T https.//www.core-econ.org/the-economy/book/text/08. hitml
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3.4.5: Maorket structures — monopoly

For decades, technology company Intel has exerted monopoly power over the
manufacture and distribution of microprocessors: the central unit upon which
computers function.

Intel’s position in the microprocessor industry bears halimark features of a
monopoly in a number of ways. Firstly, intel is a vertically integrated :
organisation: unlike its competitors, it controls the full supply chain of its
products from production to sales. Secondly, Intel o h-tech
market with particularly large barriers to entr i okerts considerable mal
200,000 patents around the world flectual property from competiti

price setter,
Rival AMD ¢ 4 pnce of Intel microprocessors, in an :ndustry where ef
advances s dto falling prices. Figure 1 shows the average price of an Intel ¢
47% over a seven-year period. In the mobile computer market, where Intel faces grey
of its products fell by 33% over the same period.
Figure 1
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$0.00 COPYRIGHT
\. PROTECTED
ver chips simply reflects high consumer dem
intel has previously acted determinedly against AMD o maintain its market position

payments of hundreds of millions of dollars to computer manufacturers Dell, Acer agy
switching to AMD chips in the production of future products. 5

However, in 2018 - in a seemingly unassailable position ~ Intel's dominance begang
while Intel controlled more than 80% of CPUs at points over the last decade, this figy
as 60%.
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Figure 2°
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While still a comfortable market leader, the decline represents a serious loss of mark
Some see it as a story of complacency: Intel had become too reliant on its market d
with AMD's pace of investment in research and development. This gave AMD the op
competitive new generation of microprocessors at a lower price point than intel’s.

As the competition from AMD increases, the expectation is that consumers will beng)

Use the data

1. Explain two reasons why consumers are expected to benefit from AMD's ing

2. Which market structure best characterises the microprocessor market in re

Test your knowledge...

1. Explain the difference between monopely and manopsony.

2. Explain two possible benefits of monopolies.

COPYRIGHT
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3.4: Market structures and 3.6: Government interv

Competition between the world's two largest aircraft manufacturers, Airbus and B
fizrce. The two companies represent a duopoly in the industry and compete direct
The competition is also at the forefront of an economic rivalry between Europe and
global aircraft deliveries by companies in 2018. :

Figure 1

= Boeing

= Bombardier
& Embraer

[30thers

e

One of Aitbus’s most recent airliners, the A320neo, is widely considered to
have been a runaway success, becoming the fastest-selling commercial
aitliner in history. A major factor in its strong performance has been an
increased industry-leading level of fuel efficiency. Boeing's 737 MAX airliner
was intended as a response and direct competitor to the bestselling aircraft.

However, in 2019, aviation authorities worldwide made the decision to ground
all of Boeing's flagship 737 MAX airliners. The decision came after two deadly
crashes within five months, tragically leading to 346 people losing their lives.

Both crashes were caused by unfamiliarity with the plane’s on-b
software. Pilots were said to have been given little to no t :
company on how it works, with reports mdacai infonmation
about the new system was not included in
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eing did not act more quickly following the 1
ior to a full investigation being completed. One sugges
acts with airlines to the A320neo, the production process §
uble the standard pace of production, according to some reports. |

(Juestions are bein
declaring thyas
to lose out &
by as much

Figure 2 highlights the intense competition between the rivals since 2000. 1t show
each firm annually, with Airbus beginning to pull ahead after the release of the A3
collapsing after the 737 MAX was grounded.
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Figure 2
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The United States aviation authority, the Federal Aviation Administration (FAA), has
prioritise safety and prevent further loss of life by not grounding the 737 MAX earli

Following the airliner's second deadly crash, aviation authorities around the world
the Civil Aviation Administration of China making the decision within howrs of the |
FAA's immediate response was to declare the aircraft safe and airworthy, a positio

authorities in Europe, Canada, India, Korea and around the world came to the oppos
unusual for foreign aviation authorities to declare a specific aircraft unsafe, with the
fafling to the regulator that corresponds to the country of the aircraft’s manufacture,

The aircraft was not grounded in the United States for two more days, untif the US

be, followed by a statement from the FAA confirming the decision. Crash investigat
relationship between Boeing and the FAA, as it emerged that Boeing was able to test

thorough oversight from the safety regulator.

Use the data

1. What does Figure 1 suggest about the market control of Airbus and Boeing

of manufacture?

2. Whatis the percentage decrease in airc

1. Whatis by regulatory capture?

2. Explain two reasons why the FAA might have been subject to regulatory ca Z

Extended-response question

1. Evaluate whether regulation can be a constraint on the business growth of
as Boeing.

y Boeing between ?(
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3.4.6: Maorket structures — monopsony and 3.5 Labour

A monopsony is a marketplace in wh
When applied to labour markets, mo
large employer which dominates the
population centre. The traditional ex
mining community in industrial Brita
were emnployed by the coal extractin

ned a distribution centre in Tilbury, Essex. The centre boasts a
entire popuiatz@n of Tilbury onEy 12,000. However, the workforce is highly seasonal
the festive period. As such, it is a major employer in the area and can be said to exe

control over wages. :

This can be seen as an increasingly common phenomenon. Figure 1 shows the larg A
employees of Amazon in the UK since 2009, f

Figure 1

50’ B

40,000

30’ O

In theory,

create a mu!taphea effect and generate a more pmspemus tocal economy.

However, monopsony power distorts this dynamic. Monopsonists would be expecte
power in order to minimise their costs. As a result, local labour markets may experie;
deteriorating working conditions. f

Data Response Case Studies Volume 2: A Level Economics Edexcel A {Theme 3)

COPYRIGHT
PROTECTED




There is evidence of this taking place in areas where Amazon warehouses have mo
Amazon warehouses® found that labour income decreases in the local area by 2.4%
distribution centre. Moreover, the study identifies a decrease in local sales of 4% a
warehouse, with consumers becoming more likely to buy online than visit local bus
consumption leads to a greater loss of local employment than that which is genera
further cementing monopsony power within the labour market. Figure 2 demonstra
each year, relative to the previous, in a local area following the arrival of an Amazo

ST

Figure 2

Year O Yearl Year 2 Year 3 Y

Claims of poor working conditions in Amazon warehouses are also well documente
workers in Tilbury went on strike, complaining of low pay, excessively demanding

on short-term employment contracts that leaves workers insecure. Their strike mir
the UK and the world by Amazon employees. The GMB union has demanded a £15
employees,’’ stating the current wages ‘fall well short of current rates of pay in log

Amazon denies that its operations reduce local levels of pay, or that its warehouse
conditions. But economic logic suggests that a firm with monopsony power is likel
it can.

S NBER {2022}, https://www.nbear.org/papers/w30077
1 Bloomberg {2020} bioom.bg/3rd7CiIS
L GMB (2022}, https.//www.gmb.org.uk/network/commercial-services-section/retail-ond-distribution-noti
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Use the data

1. i a worker was earning £12 an hour five years ago, what would they sarnn

2. Basad on the passage, identify one type of unemployment that might be a '
Amazon warehouses. ‘

Test your knowledge...

1. Explain two key differences between monopoly and mo

PSOY POWET.

2. Using a suitable diagram, demonstrate t
according to Figure 2.

Extended €5 in.

1. Evaluate the impact of a monopsony, such as Amazen in Tilbury, on differer
economic stakeholders. 5

mazon warehouses o
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D0ur mar

in the UK, around 17% of workers are in the public secior. Of this
worldorce the largest contingent — 32% — work in the National Health
Service. This is around 1.4 million people, making the NHS the largest
employer in the UK.

Despite this, the NHS suffers from chronic understaffing —and it is a
problem that is getting worse. Part of the reason for this is on.
supply side.

The NHS has a problem with both rete
retention, the average an
estimated to be as h
iSSUe exXace!
insufficient

e among NHS staffis
easons frequently given are the need to work ¢
wrstaffing — as well as working in a high-pressure environg

A

On recruitment, the government’s decision to scrap bursaries for student nurses led:
Other prospective medical studenis are similarly put off by the high costs and heavy
medical school. At the same time public sector cuts to education and training budge
reduced capacity for new recruitment.

The combination of poor retention and low recruitment is a perfect storm for NHS
published in July 2022 stated that NHS England is short of 12,000 doctors and 50
understaffing projected to get worse in the coming years. Figures 1 and 2 highligh

1o become.

Figure 1
(o — RN —
35,000 350,000
30,000 300,000
25,000 250,000
20,000 -G LR 200,000
15,000 @R i 150,000
10,000 --gEg i 500,000

5,000 - GRd i ' 50,000
L th
A 2023-24 2028-29 2018-19.
& Supply 3 Demand
. A e

However, it is not just supply-side issues fuelling the staffing crisis. On the deman
structural problem: a rapadiy ageing population. This means that demand for NHS s&
likely to surge in the coming years. ~

12 https./fwww.bbc.co.uk/news/health-47616491
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Figures 3 and 4 show us the projected population —~ distributed by age — of the UK i
earlier in 1966.

Figure 3
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Faced with declining supply and growing demand for labour, NHS services and sta
the coming years.

And the shortages are notably worse in some places, compared with others. Figure !
between the supply and demand of nurses in England. It shows vacancies as a per
each area.

Figure 5'°

A

1 https./fwww.londonworld.com/health/chronic-nurse-shortages-london-suffering-worst-nhs-staffing-c
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Use the data

1. {a) LookatFigure 3. Can you identify roughly where the ‘baby boom’ per
the graph?
(b} Can you explain a possibie reason for the demographic change seen bel

2. Based on the article, explain how geographical immobility of labour might i
certain areas. :

Test your knowledge...

1. Aside from location, name two other fac the supply of nurse

w how there might be a shortage G

2. Using a demand and sun
S it is too low.

the wage b

Extended-response question

1. Discuss the effectiveness of the government increasing the salaries of all nué
per year to try to increase supply. 5
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pession and zero-hou

R

2.5.3: Labour markets and woge determinotion:

Zero-hours contracts are employment contracts with no minimum guarantee of wo
economy since the 1980s, the use of zero-hours contracts has expanded over the
in the use of such contracts — amounting o 3.2% of the workforce in 2022,

Figure 1

400,006

1
200,00¢

2002 2010 2011 2012 2013 2014 2015 2016 2017 2018

Zero-hours contracts are particularly prevalent in the hospitality and health and socy
be called on or relinguished of duties depending on levels of demand. Critics, such
employment practice exploitative and a leading cause of job insecurity, underempl
However, proponenis of the practice disagree, highlighting the increased flexibility

Fast-food chain McDonald's is one of the biggest pract
with over 80,000 of its workers employed on such a ba
series of trials offering employees the choice between
contract, with B0% of workers choosing to remain emp

However, there is also evidence that workers on zero-h
a lower wage than their colleany h guaranteed ho
rmay be contributing to
because firm
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into training workers that

oply of unskilled labour places a downward pressure on wages in
in lower levels of productivity across the economy. Figure 2 shows that labour pro
recovered from the 2008 recession.
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Figure 2
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Use the data

1.  Based on the passage and Figure 1, calculate the size of the UK workforce irg

2. Explain the likely efasticity of supply for labour in a low-skilled labour marke;

Test your knowledge...

1. Give two reasons why workers at McDonaid’s might favour a zero-hours arr

2. Using a labour market diagram, demonstrate the impact of rising productiv

Extended-response question

1. Evaluate the extent to which banning zero-hours contrach

5 could increase ug
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Answers

Lise the dats
1.

2.

Test your knowledge...
1.

Extended-response guestion
1.

In 2014, when acquired by Facebook, WhatsApp had 500 million monthly active use:
under 2.5 billion monthly active usars. This s an increase of just under 400%.

Facebook’s business model iz based on advertising. The more active users on Facebs
advertisers will be willing to pay to run their ads. :

PR

Horizontal integration is when two firms in thg s
producer. [T is the form of gmwth ta
acguire Snapchat, and in 2

to maximise ats mdrkat shdre at 1hb pomt in its deveiopment in ordcr to pre\/ent cog
maximisation’ refers 1o the expansion of the social media site’s user base. We could
development, such as that highlighted in Figure 2, Facebool is already so dominant;
profit maximisation.

A possible answer may highlight:

® Fconomies of scale are the primary beneafit — increasing output helps to bring ¢
greater efficiency in the production process and leads to higher profits. Succ
greater credibility among lenders, which can help when trying to access cred
husiness model, which gives a firm greater resilience when encountering ma
Another answer might be that growth can give a firm more market control,

e The main cost is the level of risk that is taken on when expanding a business. i

ertire business is likely to become vulnerable. Growing too quickly can lead tc

burden a business with excessive debts. Diseconomies of scale can also emerg
becomes less efficient and costs increase. 1T might also become hard to retai
once it is growing at pace.
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Preview of Answers Ends Here

This is a imited inspection copy. Sample of answers ends here to stop students looking up answers to
their assessments. See contents page for details of the rest of the resource.



