Pearson Edexcel International Advanced Level Economics - Scheme of Work

Scheme of Work Year 13 Term 2
	Week
	Topic
	Content
	Suggested teaching activities/resources
	Teaching points to note

	1
	4.3.2 Trade and the global economy


	1 Specialisation and comparative advantage
a) Benefits and costs of specialisation and trade in the international context. 

b) The theory of comparative advantage: 

· the distinction between absolute and comparative advantage 

· assumptions underlying the theory of comparative advantage 

· limitations of the theory of comparative advantage. 

2 Patterns and volume of world trade

a) Factors influencing patterns of trade between countries and causes of changes in these patterns: 

· impact of emerging economies 

· changes in comparative advantage 

· growth in trading blocs and bilateral trading agreements 

· changes in relative exchange rates 

· changes in protectionism between countries. 
b) Changes in trade flows between countries, and the reasons for these changes.
	Students could watch The Open University video clip: ‘60 seconds adventure in economics: The Principle of Comparative Advantage’.

And/or students could play the International Trade Game:

https://www.economicsnetwork.ac.uk/showcase/sloman_game
Produce a teacher structured worksheet with numerical examples which demonstrate absolute and comparative advantage. Use of PPFs to illustrate. It can be extended to numerically show how total output can be higher after specialisation compared to self-sufficiency.
Look out for interactive quizzes on BBC website, for example: ‘What’s the deal with trade’.
Discuss the wider potential advantages and disadvantages of trade. This provides opportunities to recap concepts covered in Units 1 and 3.

Highlight the main trends and find examples of data to support it.
The You Tube video ‘How patterns of trade have changed’ provides a useful summary of the issues.
The ONS has some very useful data on UK trade with EU member states and non-EU countries.
	It is important to ensure that students understand the difference between absolute and comparative advantage.

Make sure students are clear on the assumptions which underlie the law of comparative advantage.

Students should be encouraged to look at how patterns have changed and the reasons for these changing patterns, particularly with reference to growing importance of trading blocs and the growth of emerging economies.


	Week
	Topic
	Content
	Suggested teaching activities/resources
	Teaching points to note

	2
	4.3.2 Trade and the global economy
	3 Terms of trade

a) Understanding and calculation of the terms of trade. 

b) Factors influencing a country’s terms of trade, changes in: 

· relative inflation rates 

· relative productivity rates 

· relative labour costs 

· the exchange rate 

· the prices of imports and exports. 

c) The impact of changes in a country’s terms of trade on: 

· export revenues 

· living standards 

· balance of trade. 

4 Trade liberalisation and trading blocs 

a) The role of the World Trade Organization (WTO) in trade liberalisation. 

b) Types of trading blocs: 

· free-trade areas 

· customs unions 

· common markets 

· economic and monetary unions. 

c) Costs and benefits of membership of a trading bloc: 

· trade creation 

· trade diversion 

· costs and prices 

· economies of scale 

· transaction costs 

· movement of factors of production. 

d) Possible conflicts between trading blocs and the WTO. 
	Tutor2u is likely to have recent examples, e.g.

according to The Economist, the great commodity boom caused by the industrialisation of China and India provided an unprecedented boost to the terms of trade for some developing countries. Useful to make particular reference to the impact of changes in a country’s terms of trade, for developing countries.
Get students to contrast the possible impact of a change in the terms of trade of a country exporting primary products with that of a country importing primary products when there is a boom/slump in commodity prices.

Highlight some of the main regional trade agreements.

Students could, in pairs, investigate a trading bloc and make a presentation to the class.
The students could build on their previous investigation by considering the costs and benefits of their chosen trading bloc. 
	Ensure students understand that the terms of trade relates to the prices of imports relative to the prices of exports.
Good idea to refer back to unrealistic assumptions made in law of comparative advantage.


	Week
	Topic
	Content
	Suggested teaching activities/resources
	Teaching points to note

	3
	4.3.2 Trade and the global economy
4.3.3 Balance of payments, exchange rates and international competitiveness
	5 Restrictions on free trade

a) Reasons for restrictions on free trade: 

· to protect infant and geriatric industries 

· to protect domestic industries and employment 

· to protect national security 

· to prevent dumping 

· to correct a deficit on the current account of the balance of payments 

· to raise revenue. 

b) Types of restrictions on free trade: 

· tariffs 

· quotas 

· non-tariff barriers 

· subsidies to domestic producers. 

c) Impact of protectionist policies on: 

· consumers 

· producers 

· governments 

· living standards 

· equality. 
1 Balance of payments

(Introduction)

a) Components of the balance of payments: 

· the current account 

· the capital and financial accounts. 

2 Exchange rates 

a) The distinction between fixed, managed and floating exchange rates. 

d) The distinction between revaluation and appreciation of a currency. 
e) The distinction between devaluation and depreciation of a currency. 
	Students should brainstorm ideas – many ideas will stem from previous theme areas.
Use of diagrams useful especially for tariffs. It is important for students to be able to compare and contrast the different type of protectionist measures. 
Students should research current examples of protectionist measures used and consider the justification for their use. Resources are available on the BBC website. 
Some of this is consolidation of Unit 2 content.

Give students examples of transactions to classify where they belong on the balance of payments and whether they represent a credit or debit.

Provide examples of countries which use different exchange rate systems. The following video provides a useful introduction to exchange rates:
https://www.videos/search?q=exchange+rate+systems+cartoon&&view=detail&mid=

057A365B66AD9B5CA754057A365B66AD9B5CA754&FORM=VRDGAR

	For the capital and financial accounts, the focus should especially be on the flows of FDI between countries.
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	4
	
	2 Exchange rates 

c) Factors influencing floating exchange rates: 

· relative interest rates 

· relative inflation rates (purchasing power parity theory) 

· current account of the balance of payments 

· strength of the economy 

· capital flight 

· expectations and speculation 

· global factors, e.g. falls in commodity prices. 
b) Government intervention in currency markets through: 

· foreign currency transactions 

· the use of interest rates 

· quantitative easing. 
f) The impact of changes in exchange rates on: 

· the current account of the balance of payments (with reference to Marshall-Lerner condition and to the J-curve effect) 

· the capital and financial accounts of the balance of payments 

· economic growth 

· employment and unemployment 

· rate of inflation 

· FDI flows. 

g) Competitive depreciations/devaluations and their consequences. 

1 Balance of payments

(Continued)

b) Causes of deficits and surpluses on the current account. 

c) Measures to reduce a country’s imbalance on the current account. 

d) The significance of global trade imbalances. 
	Prepare a worksheet using real factors which have affected the value of the 2 currencies over the last 10–15 years, and then get students to explain the effect this will have on the value of the pound (ceteris paribus). Students should sketch supply and demand diagrams for their country’s currency.

Show, using a supply pound and demand pound, how a fixed exchange rate could be achieved through government intervention in foreign currency transactions and the use of interest rates.
China’s artificial manipulation the value of the yuan is also a good example.

This needs careful explaining. It would be useful to find examples in which the value of the pound has changed, leading to the expected change in the current account.

Relate impact of changes in exchange rates to cost push as well as demand pull inflation.

Get students to brainstorm causes.
It would be useful to use news articles to look at causes for specific countries of a deficit or surplus.
Pair up students. Give each pair a specific measure. They must then discuss how it would work, what might limit its effectiveness and wider impact on other macro objectives. They can then feedback to class. Teachers can then extend each point and students should take notes as the points are raised.
	Make sure students grasp that the volume of exports and imports will move in the opposite direction to the price change, but the value (price x quantity) could move in either direction. 

Important to stress that measures to reduce imbalance should be targeted carefully to the cause.
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	5
	
	3 International competitiveness
a) Measures of international competitiveness: 

· relative productivity rates 

· relative unit labour costs 

· relative export prices. 

b) Factors influencing international competitiveness: 

· productivity 

· quality of human capital 

· exchange rate 

· wage and non-wage costs 

· regulations 

· quality of infrastructure 

· non-price factors. 

c) Measures to increase international competitiveness: 

· policies to improve education and training 

· investment incentives 

· privatisation and deregulation 

· measures to reduce the exchange rate of the currency 

· trade liberalisation. 

d) The significance of international competitiveness: 

· advantages for an economy of being internationally competitive 

· problems for an economy of being internationally uncompetitive. 
	Look at data on unit labour costs. Make sure students are clear what this means. Look at productivity of UK compared to international rivals.

Students are likely to be able to brainstorm ideas.

Link to China’s export-led growth and consider the benefits and costs of this.

Get students to discuss ways of reducing costs/increasing efficiency as well as focusing on measures to engineer a depreciation of the currency.
This provides an opportunity to consolidate work in Unit 2 on supply-side policies as well as previous work on exchange rates.
	For every measure, students need to develop their evaluation skills, e.g. what might limit the effectiveness of these measures/conditions necessary for them to be effective, wider implications on economy, etc.
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	6
	4.3.4 Poverty and inequality

4.3.5 The role of the state in the macroeconomy
	1 Poverty

a) The distinction between absolute and relative poverty. 

b) Measures of absolute and relative poverty. 

c) Causes of changes in absolute and relative poverty: 

· economic growth 

· education and training 

· welfare benefits 

· changes in tax structure 

· structural changes in the economy 

· aid 

· civil wars and conflict. 

2 Inequality

a) The distinction between wealth inequality and income inequality. 
b) Measurements of inequality: 

· the Lorenz curve 

· the Gini coefficient. 

c) Causes of inequality in income and wealth within countries and between countries. 

d) The impact of inequality on: 

· enterprise 

· incentives 

· savings 

· education 

· migration 

· life expectancy. 

e) The impact of economic change and development on inequality. 

f) The significance of the free market economy (capitalism) for inequality. 


4 Macroeconomic policies 
a) How governments use fiscal policy, monetary policy, exchange rate policy, supply-side policies and direct controls to:

· reduce poverty and inequality
	It would be useful to consider how relative poverty might fall despite the Gini coefficient rising.
Get students to draw Lorenz curves from a data set.

Students are likely to be able to brainstorm their ideas.
Give students data on global absolute poverty or by region. Get them to describe the trend. Get them to research why absolute poverty rates have fallen over time. 

Give examples of a country who has had relative poverty rates rise and another where they have fallen. Get them to research why the change in relative poverty has occurred.
‘UK Income and Wealth Inequality’ is a good video on Tutor2u. It shows how both income and wealth inequality has changed since 1950s.

Look at the debate between those who argue that inequality is essential in a capitalist system to provide incentives to create conditions necessary for economic growth, versus those who argue that inequality itself constrains economic growth. For example, look at articles on how inequality impacts on barriers to social mobility. Also explore evidence that inequality impacts negatively on economic well-being.
Give students data on Gini coefficient for two years or two countries and get students to draw the relevant Lorenz curves.
Get students to look at the contrasting view between capitalism creating levels of inequality which are unsustainable versus Kuznet’s view.

There are likely to be many resources on Tutor2u since it is a growing topic area.
It would be useful to pair students and give each pair a specific measure to reduce poverty and inequality. Get them to explain how the measure would work, to what extent it would be an effective measure overall and how it may conflict with other macro or policy objectives.
Tutor2u has a useful video on ‘Measuring Inequality’ which covers and revises many of the key issues.
	Make sure students understand median income.
Some quantitative requirements here.
This section may be useful in revising free market economies and in developing evaluation skills.
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	7
	4.3.6 Growth and development in developing, emerging and developed economies


	1 Measures of economic development

a) The three components of the Human Development Index (HDI): education, health, income; how they are measured. 

b) Advantages and limitations of the HDI in comparing living standards between countries and over time. 

c) Other measures of development: 

· the percentage of adult male labour in agriculture 

· access to clean water 

· energy consumption per capita 

· access to internet per thousand of population 

· access to mobile phones per thousand of population 

· access to doctors per thousand of population. 

2 Constraints on growth and development
a) The impact of economic factors in different countries: 

· volatility of commodity prices 

· primary product dependency (the Prebisch-Singer hypothesis) 

· savings gap (the Harrod-Domar model) 

· foreign currency gap 

· capital flight 

· demographic factors (size and age distribution of population; migration) 

· debt (household and overseas) 

· access to credit and banking 

· infrastructure 

· education and skills. 
2 Constraints on growth and development (continued)
b) The impact of non-economic factors in different countries: 

· corruption 

· poor governance 

· civil wars 

· migration 

· terrorism.
	The following link provides a brief explanation of how the HDI is measured:

http://hdr.undp.org/en/content/human-development-index-hdi
The World Bank has development indicator data for individual countries over time.

There are plenty of resources on Tutor2u - some have video links. See for example: ‘Rwanda’s journey to prosperity’. 
The World Bank also has a browse by country feature where, with some search, you can get a good overview on how much developmental progress has been made and what constraints still exist for that country.
It would be useful for students to be given individual countries to research how development is being achieved and what constraints still exist. This can then be collated into a resource for everyone.

Students could investigate examples of countries whose growth and development have been limited by non-economic factors especially wars and corruption.
	Make sure students are clear about the distinction between economic growth and economic development - hence measurement will be different.

Students should be able to differentiate clearly between economic growth and economic development.

	8
	
	3 Measures to promote growth and development

a) The impact of market-orientated strategies: 

· trade liberalisation 

· promotion of FDI 

· removal of government subsidies 

· privatisation 

· floating exchange rate systems 

· microfinance schemes. 

b) The impact of interventionist strategies: 

· development of human capital 

· protectionism 

· managed exchange rates 

· infrastructure development 

· promoting joint ventures with TNCs 

· buffer stock schemes. 
	It is useful to devise a worksheet for students which recaps their understanding of these strategies, many of which will have been covered in previous parts of the course.
Students will not have covered buffer stocks previously.
	Many of these strategies involve policies which have already been covered in the course, so this section can also be viewed as a way to revise/consolidate some other areas of the course. 
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	9
	4.3.5 The role of the state in the macroeconomy


	3 Measures to promote growth and development (continued)
c) The impact of other strategies: 

· industrialisation (the Lewis structural dual-sector model) 

· development of tourism 

· development of primary industries 

· debt relief 

· aid. 

d) The role of international institutions: 

· the World Bank 

· the International Monetary Fund (IMF) 

· non-government organisations (NGOs). 

1 Public expenditure

a) The distinction between capital expenditure, current expenditure and transfer payments. 

b) Reasons for the changing size and pattern of public expenditure in an international context: 

· changing incomes 

· changing age distributions 

· changing expectations. 

c) The significance of differing levels of public expenditure as a proportion of GDP on: 

· productivity and growth 

· crowding out 

· levels of taxation. 
	Information on tourism and development can be found at:

https://www.tutor2u.net/economics/reference/tourism-and-economic-development
Information on overseas aid and development can be found at:

https://www.tutor2u.net/economics/reference/overseas-aid-and-development
The websites of these organisations provide much relevant material which outlines their role e.g.

http://www.worldbank.org/en/what-we-do
http://www.imf.org/en/About
You can get lots of charts in this area to display to the class and to aid discussion. Search for ‘images for composition of public spending between countries’.

Students are likely to be able to brainstorm ideas with direction.

The following link provides a useful summary of some of the issues:

https://www.economicshelp.org/blog/2634/economics/private-sector-vs-public-sector/

	Students are not expected to study the role of international institutions and non-government organisations in depth but they should have an awareness of their role.

It is important to integrate real world examples where possible (both UK and other countries).
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	10
	
	2 Taxation

a) The distinction between, and examples of, direct and indirect taxes. 

b) The distinction between progressive, proportional and regressive taxes. 

c) The economic effects of changes in direct and indirect tax rates on: 

· incentives to work 

· tax revenues: Laffer curve analysis 

· income distribution 

· real output and employment 

· the price level 

· the trade balance 

· FDI flows. 

3 Public sector borrowing and public sector debt
a) The distinction between: 

· fiscal deficits and fiscal surpluses 

· automatic stabilisers and discretionary fiscal policy 

· a fiscal deficit and the national debt 

· structural and cyclical fiscal deficits. 

b) Factors influencing the size of fiscal deficits and national debts. 

c) The significance of the size of fiscal deficits and national debts: 

· impact on interest rates 

· debt servicing 

· intergenerational equity. 

4 Macroeconomic policies
a) How governments use fiscal policy, monetary policy, exchange-rate policy, supply-side policies and direct controls to: 

· reduce fiscal deficits and national debts
	For more able students a discussion of income and substitution effects could be included into the incentives to work section.

Other than the Laffer curve, the economic effects of changes in tax rates on the macro objectives could be done by a teacher-structured worksheet, since all relevant concepts should be familiar.

The Financial Crisis of 2008 resulted in many countries using fiscal policy as a Keynesian tool to stimulate the economy. Examples of how this was done could be highlighted.

It would be useful to discuss cyclical and structural deficit data for UK.
Use examples of countries which have faced/are facing large fiscal deficits and national deficits to explain why these have occurred.

It would also be useful to discuss the Eurozone crisis in terms of why the austerity programme was thought necessary in many countries in the Eurozone.
	Make sure diagrams can be used where appropriate. Indirect taxes will have been covered in Unit 1.
Make sure students can interpret graphical data, for example charts on cyclically adjusted data.

Make sure that students understand the difference between a fiscal deficit and the national debt.
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	11
	
	4 Macroeconomic policies
a) How governments use fiscal policy, monetary policy, exchange-rate policy, supply-side policies and direct controls to: 

· control the rate of inflation 

· respond to external shocks in the global economy 

b) Use of demand-side policies in response to the global financial crisis of 2008. 

c) Measures to control TNCs: 

· to reduce tax avoidance 

· the regulation of transfer pricing 

· limits to government ability to control TNCs. 

d) The impact of policy changes on: 

· local economies 

· national economies 

· the global economy. 

e) Problems facing policymakers when applying policies: 

· inaccurate information 

· risks and uncertainties 

· inability to control external shocks. 
	Students need to understand the implications of changes in interest rates and quantitative easing and the reasons why their impact may be limited.

Use examples currently in the news to consider how governments respond to external shocks. Make sure students can illustrate global shocks using AD/AS diagrams – a worksheet would be useful.

Relate examples to main policy tools used by governments. It is a good idea to relate to policies used in the financial crisis and why it was not clear to what extent they would work.

Again, the use of current examples would be useful.

Students could be given scenarios of, say, external shocks and then be asked to devise policies and to determine the problems associated with making decisions.
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