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Sticky Note
Usually the question number

Sticky Note
The number of candidates attempting that question


Sticky Note
The mean score is calculated by adding up the individual candidate scores and dividing by the total number of candidates. If all candidates perform well on a particular item, the mean score will be close to the maximum mark. Conversely, if candidates as a whole perform poorly on the item there will be a large difference between the mean score and the maximum mark. A simple comparison of the mean marks will identify those items that contribute significantly to the overall performance of the candidates.
However, because the maximum mark may not be the same for each item, a comparison of the means provides only a partial indication of candidate performance. Equal means does not necessarily imply equal performance. For questions with different maximum marks, the facility factor should be used to compare performance.


Sticky Note
The standard deviation measures the spread of the data about the mean score. The larger the standard deviation is, the more dispersed (or less consistent) the candidate performances are for that item. An increase in the standard deviation points to increased diversity amongst candidates, or to a more discriminating paper, as the marks are more dispersed about the centre. By contrast a decrease in the standard deviation would suggest more homogeneity amongst the candidates, or a less discriminating paper, as candidate marks are more clustered about the centre.


Sticky Note
This is the maximum mark for a particular question


Sticky Note
The facility factor for an item expresses the mean mark as a percentage of the maximum mark (Max. Mark) and is a measure of the accessibility of the item. If the mean mark obtained by candidates is close to the maximum mark, the facility factor will be close to 100 per cent and the item would be considered to be very accessible. If on the other hand the mean mark is low when compared with the maximum score, the facility factor will be small and the item considered less accessible to candidates.


Sticky Note
For each item the table shows the number (N) and percentage of candidates who attempted the question. When comparing items on this measure it is important to consider the order in which the items appear on the paper. If the total time available for a paper is limited, there is the possibility of some candidates running out of time. This may result in those items towards the end of the paper having a deflated figure on this measure. If the time allocated to the paper is not considered to be a significant factor, a low percentage may indicate issues of accessibility. Where candidates have a choice of question the statistics evidence candidate preferences, but will also be influenced by the teaching policy within centres.
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Question Mark Scheme Total 
4 (a) Using Chart 1, compare and contrast the data on output gaps for the UK and 


the US. 
 
AO2 – 4 marks 
Up to 2 marks available for each point of comparison (1 mark for identification of point 
of comparison, 1 mark for use of supporting data), for example: 
 


• At the start of the period shown, i.e. 2011, both the UK and US were 
experiencing a negative output gap – the UK’s equivalent to around 2.6% of 
GDP and the US’s equivalent to around 3.1% of GDP. 
 


• At the end of the period shown, i.e. 2018, the US was experiencing a small 
positive output gap equivalent to 0.7% of GDP, whereas the UK was 
experiencing a small negative output gap equivalent to 0.2% of GDP. 
 


• Both the UK and US experienced changes in their output gaps that were 
broadly similar to that of advanced economies as a whole, although the 
negative output gaps in advanced economies as a whole were smaller as a % 
of GDP (approx. 1.9%) than both the US and UK. 
 


• The US has experienced a positive output gap sine 2016, whereas the UK has 
not experienced a positive output gap at all in the period shown. 
 


Accept any correct/sensible comparison.  N.B. Direct comparisons are needed, not 
just a description of the data or the shape/direction of movement of the line. 
Candidates must interpret the data correctly as positive/negative output gaps. 
 


4 


4 (b) With reference to all the information provided, assess the view that a negative 
output gap in an economy will always result in a fall in the rate of inflation. 
 
AO2 – 2 marks 
Possible data references (from more than one source) include: 
 


• The UK has been running a negative output gap for the entire period shown 
• Advanced economies were running negative output gaps from 2011 to the end 


of 2017 
• Low inflation has been experienced by many countries since the mid-1990s 
• China’s significant spare capacity 
• Chart 2 shows some (weak) correlation between global output gaps and global 


inflation, e.g. low in both in 2003, peaks in 2007/2008, largest trough in both in 
2009 


 


7 


 AO3 – 2 marks 
Explanation of why a negative output gap in an economy is likely to lead to falling 
inflationary pressure, i.e. the existence of spare capacity leads to a fall in the market 
price of factors of production (e.g. labour, capital, land, raw materials) as workers lose 
bargaining power and scarcity falls, and this in turn reduces costs of production for 
firms which feeds through into lower general prices. Candidates are likely to refer to 
cost-push inflation/disinflation. Candidates may include AD/AS diagrams. 
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Question Mark Scheme Total 
 AO4 – 3 marks 


Possible evaluation points could include: 
 


• Global output gaps may matter more than national output gaps in an 
increasingly globalised economy with more sourcing of materials from around 
the world, e.g. excess capacity in China (steel, container ships, etc.) can 
reduce the prices of significant factor inputs. 


• Link to evidence from own knowledge, e.g. reference to ‘stagflation’ of the 
1970s, the fact that inflation was relatively high in the UK for much of the 
recession immediately following the financial crisis. 


• Role of policymakers, e.g. central banks such as the Bank of England can use 
lower interest rates, forward guidance, QE to boost inflation despite negative 
output gaps. 


• Problems with measuring inflation and output gaps means that we cannot be 
sure of the relationship between the two. 


• Correlation does not imply causality – it could work the other way, i.e. low 
inflation could lead to a negative output gap as consumers delay spending 
owing to falling price expectations. 


• Negative output gaps may be caused by a decrease in SRAS, which raises 
inflationary pressure. 


• The price level may not fall as a result of a negative output gap, due to, for 
example, sticky wages. 


 
N.B. This answer is reversible. 
 


 


  
















Sticky Note

Part (a):
The candidate misinterpreted the data, assuming that an upwards sloping line represented a rising output gap, not a reduction in a negative output gap - this was a very common error on this question.  The answer was also rather descriptive, rather than comparative.  No marks could be awarded.



Sticky Note

Part (b):
Despite attempting to use the data, the candidate again misinterprets the data chart and so no AO2 marks were awarded.  An AO4 mark was awarded for the comment on the impact of a negative output gap in one economy not affecting global inflation.  An AO3 mark was awarded for the final part of the answer which included a diagram to illustrate the theoretical relationship between a negative ouput gap and inflation.
















Sticky Note

Part (a):
The candidate accurately identified key points of comparison between two data sets requested, quoting data and using appropriate comparative language.  This candidate was awarded 4/4.



Sticky Note

Part (b):
Overall, this candidate was awarded 1 mark for AO2, 1 mark for AO3 and 3 marks for AO4.  The data use was quite weak; chart 1 does not provide any data on inflation rates for the UK and US, whereas chart 2 relates to global inflation.  The analysis on why a negative output gap may reduce inflation was rather thin and included little economic theory.  However, the evaluation was much better, taking into account Keynesian views on the ability of the economy to adapt to negative output gaps, showing good knowledge.
















Sticky Note

Part (a):
The candidate was able to accurately interpret data relating to output gaps as a percentage of GDP when presented in graphical form; for example, "the UK's output gap remained negative for the whole period", and understood that, when the line on the graph sloped upwards, this represented a decreasing negative output gap.  The candidate also correctly used comparative language; for example, "the US' output gap was also negative" and "the US' and the UK's output gaps were very similar from 2011 to 2016, although the US had a positive output gap between 2016 and 2018, whereas the UK had a negative output gap".  This candidate scored 4/4 for this answer.



Highlight



Sticky Note

Part (b):
Unfortunately, the candidate misread the two lines on the graph and their associated y-axis information, confusing the two, therefore losing out on the available AO2 marks.  The candidate also did not indicate that they had understood/used the written data, i.e. the paragraph between the two data charts.  However, the analysis and evaluation (supported by diagrams) was good, illustrating two possible ways in which an economy could experience a negative output gap.  Overall, this candidate scored 2 marks for AO3 and 3 marks for AO4.



Highlight
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4.	 Chart 1 – output gaps in the UK, US and advanced economies as a whole, 2011-2018


© WJEC CBAC Ltd.


	 Central bankers often link an economy’s rate of inflation to the size of the output gap in that 
country. Some economists have recently taken this argument a step further, and believe that 
the global economy’s output gap is now more important than an individual economy’s output 
gap in determining the rate of inflation in a country – this is because of globalisation. In other 
words, the relatively low inflation experienced by many countries since the mid-1990s is due to 
global spare capacity. The increasing inter-connectedness between different economies can 
put some downwards pressure on domestic prices if, for example, imported raw materials and 
commodities become cheaper. However, there are other factors that can also affect domestic 
inflation rates.
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Chart 2 – global output gaps and global inflation rates, 2000-2014
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	 (a)	 Using Chart 1, compare and contrast the data on output gaps for the UK and the US. [4]	


	


	


	


	


	


	


	


	


	 (b)	 With reference to all the information provided, assess the view that a negative output gap 
in an economy will always result in a fall in the rate of inflation. 	 [7]
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8 Using a cost and revenue diagram, evaluate the likely impact of ICT investment on a small 
firm’s costs (lines 10-14). [10] 


Band AO1 AO2 AO3 AO4 
2 marks 2 marks 2 marks 4 marks 


3    4 marks 
Answers in this band 
reach a clear and 
supported judgement 
about the likely impact 
of ICT investment on a 
small firm’s costs, 
based on at least two 
excellent evaluative 
points.  
 
There is some 
evaluation in the 
context of small firms. 


2 2 marks 
Good knowledge and 
understanding of costs 
supported by good 
understanding of 
cost/revenue diagrams  


2 marks 
There is good data use 
throughout the answer 
and in support of an 
accurate diagram with 
few errors/omissions, 
clearly applying the 
impact of ICT 
investment to a small 
firm’s costs 


2 marks 
Good analysis 
of at least one 
impact on a 
small firm’s 
costs as a result 
of ICT 
investment. 


2-3 marks 
Good evaluation, 
making at least two 
evaluative points of 
which one will be well 
developed 


 
 


1 1 mark 
Limited understanding of 
cost/revenue diagrams, 
and the impact of ICT 
investment on a small 
firms’ costs 


1 mark 
Limited reference to the 
data. Diagram likely to 
be incorrect or 
incomplete, with 
significant errors 


1 mark 
Limited analysis 


1 mark 
Limited evaluation 


 


0 0 marks 
No relevant understanding 
shown 


0 marks 
No relevant use of the 
data or application 


0 marks 
No relevant 
analysis 


0 marks 
No relevant evaluation 


 
Indicative content: 
 
AO1 
• ICT can lead to lower fixed and variable costs, therefore lowering AC and MC at every level of output 
• ICT can help a business to expand and move along its AC curve as investment rises 


 
 
AO2 
Possible data references could include: 
• Businesses are “more able to share departments, such as accounting and marketing, with other small 


businesses through effective use of ICT which also reduces costs and makes existing factors of 
production more effective”  


• LoveCraft’s owner reported that, in 2015, selling just in the UK, his revenue was £6.5m and, after using 
more ICT, his revenue in 2016 rose to £10.9m as a result of overseas customers 


• Businesses can access better real-time information 
 
Possible applications to a diagram:  
 
Falling AC/MC at each level of output, leading to rising output and falling prices, and rising profits 
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Other possible diagrammatic routes should be accepted if correct, e.g. use of perfect competition diagrams 
as result of the reference to small firms in the question, or movement along an LRAC curve due to rising 
investment and therefore increased output, etc. 
 
AO3 
Possible analysis includes: 
• Sharing of departments can lower AC and MC by reducing both fixed and variable costs 
• Global payments systems can allow more consumers to access a particular niche market, which raises 


demand/AR, shifting it to the right (i.e. an increase at each and every price, as a result of lower 
transaction costs) 


• Access to better information may reduce the market failure of information failure/gaps/asymmetry, and 
therefore encourage firms to use their resources more efficiently – again, this could lower production 
costs 


 
AO4 
Possible evaluative points include: 
• Benefits appear likely to accrue to businesses in developed and developing countries 
• The impact depends on whether businesses are large enough to cover the costs and there will 


inevitably be other significant costs associated with technology as well, e.g. website design, broadband 
fee, etc 


• Trade-off with loss of privacy (as referenced in the case study); also risk of hacking, lack of knowledge 
about ICT, etc 


• Some businesses will benefit more than others, e.g. tourism in Wales 
• ICT lowers the barriers to entry for many markets and so could reduce the chances of small businesses 


succeeding if they face more competition; larger companies are getting very large, e.g. Amazon, 
Facebook, and this could further reduce the chances of success of small businesses 


• Impact depends on the skill level of employees – the Welsh government is committed to improving 
these skills but it could be too late/not enough/targeted in the wrong area 


• Falling productivity of employees (e.g. distracted by email, struggling to sleep because of screens, etc.) 
could in fact raise AC, not lower them 


• Note – answers must be in the context of COSTS 
 


  
















Sticky Note

As was the case with many candidates, this candidate did not answer the precise question asked, choosing to focus on the impact on profits rather than on costs, as requested.  The answer started well, with a diagram showing a downwards shift in AC, linked to falling costs of communication, accounting and marketing.  The candidate was awarded 1 x AO1 mark for the initial diagram, plus an AO2 mark for adapting the diagram in response to the data, and another AO2 mark for referring to the data one.
















Sticky Note

This was a very good answer, with the candidate being awarded 9/10 (2 x AO1, 2 x AO2, 2 x AO3 and 3 x AO4).  The diagram was accurate, and the shifts of MC and AC were carefully explained and linked to the data provided.  The candidate's evaluation was also focused on costs, which was pleasing.  A little more detail could have been provided here, but the points made were very good.
















Sticky Note

This answer was awarded 6/10.  The diagram drawn was not a "cost and revenue diagram" and so no AO1 marks could be awarded here.  However, the candidate did receive an AO2 mark for the diagram, because the AC curve was shifted downwards.  There was no real use of the data provided, and so no additional AO2 marks were awarded.  The candidate scored both available AO3 marks for a good analysis of how ICT investment could reduce costs.  The candidate was also awarded 2/4 AO4 marks for making and developing one reasonable evaluation point.
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SECTION B


Answer all the questions in the spaces provided.


In the UK in 2016, growth in the “digital economy” outperformed average economic growth. However, 
it still only accounted for around 5% of the 32.1m jobs in the economy, 9% of firms and 7% of actual 
growth. These figures are similar to those in the US, although lagging behind countries such as 
South Korea.


Wales has the fastest growing digital economy outside London, with the number of digital firms 
(selling anything from software and app development to ICT consultancy) in Wales jumping by 9.2% 
from 2015 to 2016. The number of digital firms in London rose by 11.6% to 41 940 during the same 
period. The Welsh Government estimates there are currently more than 600 firms in the IT sector 
alone, employing an estimated 30 000 people – around 3.5% of the Welsh workforce.


A Welsh Government report suggests that ICT investment can boost an economy’s productivity by 
up to 30%. Improved ICT can reduce the costs of communication between firms, lower the barriers 
to entry into many markets, and enable new products and services to be produced. Small firms can 
share departments, such as accounting and marketing, with other small firms by using ICT more 
effectively; this reduces costs and makes existing factors of production more efficient. The valuable 
Welsh tourism industry in particular should benefit as ICT can improve bookings and payments 
systems as well as marketing.


Wales has emerged as one of the fastest growing UK regions in recent years, with the digital economy 
a key driver of growth. The surge in new business creation in the technology sector in Cardiff is 
fuelling a jobs boom, which is “rippling out” to the wider South Wales region. For example, 30 000 
more jobs are expected in the region as a result of the government’s proposed “internet coast” plans 
around Swansea Bay.


However, one concern is whether Wales is able to hold on to new digital firms once they reach a 
certain scale, or whether these businesses will try to expand into other regions such as London. It 
is vital that good literacy, numeracy and science education is provided to help Welsh people find 
employment in this fast-growing sector. The Welsh Government acknowledged these requirements 
in its Digital Wales programme. The programme’s aims include:


	 •	 Skills: technology will be used to improve teaching and learning in schools; adults will all 
be given opportunities to learn new digital skills for everyday life; workers will be equipped 
with specialist skills for digital industries


	 •	 Economy: Welsh companies will be encouraged to work with digital research departments 
in universities, and Welsh companies will be supported in accessing new digital markets


	 •	 Infrastructure: fair and equal access to broadband and mobile phone network coverage.


In addition to supporting small UK businesses, the digital economy is supporting economic 
development in many LEDCs. In India, for example, farmers struggle with drought, crop diseases, 
lack of modernisation and low market prices. A new app called Plantix, developed by scientists in 
Germany, may be about to change their lives. The Plantix app allows users to take photos of their 
crops and then it identifies the likely problem and suggests a solution. The falling global price of 
smartphones has meant that many people in India, even poor farmers, can now afford smartphones 


The owner of a small business, LoveCraft (selling knitting and craft items) reported that in 2015, 
selling just in the UK, his revenue was £6.5m. After signing up to an international payment services 
provider for just £75 per month, his 2016 revenue was £10.9m, with growth coming entirely from 
overseas customers.







(1520U30-1) Turn over.
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giving them access to the internet for the first time. In one Indian village, Karlapalem, 500 farmers 
now share 20 smartphones. Similar apps are used by African farmers; ImageIT helps farmers to use 
expensive fertilisers more efficiently so that only the crops needing the fertiliser receive it. These apps 
are nearly always free for farmers to use because each time they use them, they provide information 
to global databases monitoring global food security. Improved data is leading to increased efficiency 
in other areas too. In Kenya, mobile data is being used to identify malaria infection patterns and 
identify problem areas – this helps improve healthcare provision. Vehicle sensor data from delivery 
trucks in many countries has enabled companies to save millions of gallons of fuel and reduce 
emissions by the equivalent of taking thousands of cars off the road for a year.


The increasingly digital global economy is not without its disadvantages. The apps, for example, are 
most likely to benefit those who are literate; in many LEDCs, the very poorest, especially women, 
cannot read and this can worsen inequality. Many rural areas may still struggle for affordable internet 
access. App developers, often large monopolies in developed countries, have gained huge amounts 
of personal data on their users which they then sell to other companies or use to improve their own 
products. It is often said that the global digital economy benefits those living in MEDCs more than 
LEDCs.
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8.	 Using a cost and revenue diagram, evaluate the likely impact of ICT investment on a small firm’s 
costs. (lines 10-14)	 [10] 


	 Draw your diagram in the space below.
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Question Mark Scheme Total 
10 (a) With reference to the data, describe two possible indicators of development, 


other than the HDI, that could be used in response to the increasingly digital 
global economy. 
 
AO1 – 2 marks 
Understanding of alternative measures from the data and relating to digitisation 
include: access to smartphones (e.g. number of smartphones per person), price of 
smartphones, internet connectivity speeds or costs, gender literacy rates, 
environmental measures (e.g. number of cars on the road), stress/life satisfaction, 
privacy, speed of learning about infectious diseases, number of digital firms, access 
to mobile networks/4G 


4 
 


 AO2 – 2 marks 
Possible data references include: 


• Proportion of people working in the digital economy, e.g. 3.5% of the Welsh 
workforce 


• Digital skills, e.g. Digital Wales Programme 
• Plantix app requires smartphones with built-in cameras 
• Falling prices of smartphones 
• In Karlapalem 500 farmers share 20 smartphones 
• Kenya’s malaria identification programme through mobile data 
• Apps only benefit those who are literate – many women in LEDCs cannot read 
• More digital firms in London than Wales 
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10 (b) With reference to the data, evaluate the view that the increasingly digital global economy 
will raise living standards in LEDCs.  [10] 


Band AO2 AO3 AO4 
4 marks 2 marks 4 marks 


3 4 marks 
Excellent and comprehensive 
use of the data, with focus 
throughout the answer on the 
global digital economy and 
living standards 


 4 marks 
Answers in this band reach a 
clear and supported judgement 
about the likely impact of 
increased activity in the global 
digital economy on living 
standards for all 


2 2-3 marks 
Good use of the data 
throughout the answer 


2 marks 
Good analysis of how the 
global digital economy can 
raise living standards 


2-3 marks 
Good evaluation, making at 
least two evaluative points of 
which one will be well 
developed. Any judgements 
reached may not be fully 
supported. 


1 1 mark 
Limited use of the data 


 


1 mark 
Limited analysis of how the 
global digital economy can 
raise living standards 


 


1 mark 
Limited evaluation, perhaps 
just focusing on why the global 
digital economy may not raise 
living standards, in a generic 
way. No judgements are 
made. 


0 0 marks 
No relevant use of the data or 
application. 


0 marks 
No relevant analysis 


0 marks 
No relevant evaluation 


 
Indicative content: 
 
Relevant points could include: 
• In the UK, the digital economy accounts for around 5% of the 32.1m jobs in the economy, 9% of 


businesses and 7% of actual growth, similar to the US but less than S Korea – this is a reasonable 
number 
 BUT, this suggests that not all countries are benefiting equally 


• There can be multiplier effects from increased digital activity, e.g. 30,000 people are currently employed 
in Wales and this could increase to 60,000 
 BUT the impact on national living standards depends on whether the multiplier effects are local or 


regional or global 
 The extract notes that Wales may not be able to provide a suitable “funding environment” to hold 


onto start-ups once they reach a certain scale, which suggests that firms in the digital economy are 
footloose and liable to move – this is good for countries gaining digital investment and not beneficial 
to those countries losing them 


• The impact of increased digital activity depends on whether governments are able to implement suitable 
supporting strategies, e.g. Digital Wales with a focus on skills and infrastructure 
 BUT farmers in LEDCs have benefitted without government intervention into infrastructure, instead 


relying on free market activity such as purchase of smartphones, and apps developed in MEDCs by 
scientists and researchers 


• Online shopping generates £1.75tr globally – this will lead to increased employment/income and in turn 
higher living standards 
 BUT this is likely to be consumer goods, which can have negative impacts on lifestyle (e.g. not 


physically walking to shops therefore becoming more unhealthy), greater environmental costs (e.g. 
more packaging, more delivery trucks on the roads etc), although this could be offset by better 
logistics reducing wasted travel 
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• Consumers worldwide are able to buy goods that they want as a result of improvements in the digital 
economy, e.g. Adyen making payments possible in a variety of countries to comply with local customs 
and laws 
 BUT may discourage consumers from buying more locally, and may raise prices as a result of 


delivery costs, transaction fees, etc 
• Lives of farmers in LEDCs have been improved significantly, e.g. identification of crop issues, better 


planning of fertiliser use – this leads to steadier incomes and more ability to plan/invest 
 BUT tech can misdiagnose, possibly result in reduced farming skill, could lead to greater 


homogenisation of grains/crops 
 BUT trade-off with privacy issues 
 BUT farmers still having to share smartphones – this gives power to the owners of the tech 


• Better information can lead to people being able to find better jobs, improve access to education and 
healthcare 
 BUT electronic devices may cause worsening health problems, lack of sleep, falling productivity, 


make it more difficult to get a job as a result of issues on social media profiles, etc 
• Google, Facebook and Amazon have made information provision easier and cheaper, lowering costs 


and prices 
 BUT there is a trade off with privacy/data storage, and rising monopoly power of these firms which 


do not act in conventional ways – regulators do not yet know how to manage their behaviour 
 
N.B. Tthis answer is reversible 
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Sticky Note

Part (a):
The candidate was awarded 2 x AO1 marks for identifying two possible development indicators relating to increasing digitisation; the reference to the data was too thin to be awarded any AO2 marks.







Sticky Note

Part (b):
The use of data to support both sides of the argument was very good, and the candidate was awarded 3/4 for AO2.  Both available AO3 marks were awarded for arguments as to why increasing digitisation could raise living standards.  3 of the 4 available AO4 marks were awarded - the points made were good and supported by data but needed a slightly closer explicit link to living standards.












Sticky Note

Part (a):
The first possible measure identified (smartphones per 1000) was a reasonable measure to choose but was not linked well to the data provided and so was awarded 1 x AO1 mark.  It was difficult to see how the second possible measure identified (percentage of workforce employed in agriculture) linked to the question asked and so this was awarded no marks.
















Sticky Note

Part (b):
Whilst the first paragraph (on the meaning of LEDCs) was accurate, it was not necessary for answering the question and was not awarded any marks.  That said, it may well have helped this candidate to be confident in their understanding of living standards, as they developed their answer.  The use of AD/AS analysis was a little unexpected and, actually, quite unusual to see in answers to this question; if the candidate had managed to more carefully link rising GDP and falling inflation to living standards, then they may have been awarded more AO3 marks.  As it stood, though, there was little direct/explicit link to living standards shown.  The first use of relevant data occurred in the evaluation, with reference to literacy standards being low amongst women specifically - this was a shame, given how much data on this area was provided in the case study.  Overall, the candidate was awarded 1 x AO 2, 1 x AO3 and 2 x AO4.












Sticky Note

Part (a):
This was an excellent answer, carefully identifying two possible indicators of development and developing both indicators with reference to the data provided - effectively a textbook answer to this question.







Sticky Note

Part (b):
This answer started very well, referring to the apps that have helped farmers in LEDCs and linking in with living standards quite explicitly in the accompanying analysis.  The evaluation focused mostly on illiteracy and the final paragraph was simple a repetition of the points made earlier in the answer.  Overall, this answer was awarded 2 x AO2, 2 x AO3 and 3 x AO4.
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SECTION B


Answer all the questions in the spaces provided.


In the UK in 2016, growth in the “digital economy” outperformed average economic growth. However, 
it still only accounted for around 5% of the 32.1m jobs in the economy, 9% of firms and 7% of actual 
growth. These figures are similar to those in the US, although lagging behind countries such as 
South Korea.


Wales has the fastest growing digital economy outside London, with the number of digital firms 
(selling anything from software and app development to ICT consultancy) in Wales jumping by 9.2% 
from 2015 to 2016. The number of digital firms in London rose by 11.6% to 41 940 during the same 
period. The Welsh Government estimates there are currently more than 600 firms in the IT sector 
alone, employing an estimated 30 000 people – around 3.5% of the Welsh workforce.


A Welsh Government report suggests that ICT investment can boost an economy’s productivity by 
up to 30%. Improved ICT can reduce the costs of communication between firms, lower the barriers 
to entry into many markets, and enable new products and services to be produced. Small firms can 
share departments, such as accounting and marketing, with other small firms by using ICT more 
effectively; this reduces costs and makes existing factors of production more efficient. The valuable 
Welsh tourism industry in particular should benefit as ICT can improve bookings and payments 
systems as well as marketing.


Wales has emerged as one of the fastest growing UK regions in recent years, with the digital economy 
a key driver of growth. The surge in new business creation in the technology sector in Cardiff is 
fuelling a jobs boom, which is “rippling out” to the wider South Wales region. For example, 30 000 
more jobs are expected in the region as a result of the government’s proposed “internet coast” plans 
around Swansea Bay.


However, one concern is whether Wales is able to hold on to new digital firms once they reach a 
certain scale, or whether these businesses will try to expand into other regions such as London. It 
is vital that good literacy, numeracy and science education is provided to help Welsh people find 
employment in this fast-growing sector. The Welsh Government acknowledged these requirements 
in its Digital Wales programme. The programme’s aims include:


	 •	 Skills: technology will be used to improve teaching and learning in schools; adults will all 
be given opportunities to learn new digital skills for everyday life; workers will be equipped 
with specialist skills for digital industries


	 •	 Economy: Welsh companies will be encouraged to work with digital research departments 
in universities, and Welsh companies will be supported in accessing new digital markets


	 •	 Infrastructure: fair and equal access to broadband and mobile phone network coverage.


In addition to supporting small UK businesses, the digital economy is supporting economic 
development in many LEDCs. In India, for example, farmers struggle with drought, crop diseases, 
lack of modernisation and low market prices. A new app called Plantix, developed by scientists in 
Germany, may be about to change their lives. The Plantix app allows users to take photos of their 
crops and then it identifies the likely problem and suggests a solution. The falling global price of 
smartphones has meant that many people in India, even poor farmers, can now afford smartphones 


The owner of a small business, LoveCraft (selling knitting and craft items) reported that in 2015, 
selling just in the UK, his revenue was £6.5m. After signing up to an international payment services 
provider for just £75 per month, his 2016 revenue was £10.9m, with growth coming entirely from 
overseas customers.
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giving them access to the internet for the first time. In one Indian village, Karlapalem, 500 farmers 
now share 20 smartphones. Similar apps are used by African farmers; ImageIT helps farmers to use 
expensive fertilisers more efficiently so that only the crops needing the fertiliser receive it. These apps 
are nearly always free for farmers to use because each time they use them, they provide information 
to global databases monitoring global food security. Improved data is leading to increased efficiency 
in other areas too. In Kenya, mobile data is being used to identify malaria infection patterns and 
identify problem areas – this helps improve healthcare provision. Vehicle sensor data from delivery 
trucks in many countries has enabled companies to save millions of gallons of fuel and reduce 
emissions by the equivalent of taking thousands of cars off the road for a year.


The increasingly digital global economy is not without its disadvantages. The apps, for example, are 
most likely to benefit those who are literate; in many LEDCs, the very poorest, especially women, 
cannot read and this can worsen inequality. Many rural areas may still struggle for affordable internet 
access. App developers, often large monopolies in developed countries, have gained huge amounts 
of personal data on their users which they then sell to other companies or use to improve their own 
products. It is often said that the global digital economy benefits those living in MEDCs more than 
LEDCs.
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10.	 There are several ways of measuring economic development in an economy. One method is the 
Human Development Index (HDI). 


	 (a) 	 With reference to the data, describe two possible indicators of development, other than 
the HDI, that could be used in response to the increasingly digital global economy. 	 [4]


	


	


	


	


	


	


	


	


	


	


	 (b) 	 With reference to the data, evaluate the view that the increasingly digital global economy 
will raise living standards in LEDCs. 	 [10]
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