Pearson Edexcel International Advanced Level Economics - Scheme of Work

Scheme of Work Year 12 Term 2

	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	1
	2.3.1 Measures of economic performance 


	1 Economic growth 

a) The rate of change of real Gross Domestic Product (GDP) as a measure of economic growth and living standards. 

b) Gross National Income (GNI) as an alternative measure of national income. 

c) The distinction between the following measures of GDP/GNI: 

· real and nominal 

· total and per capita 

· value and volume. 
d) Comparison of GDP/GNI rates of growth between countries and over time. 

f) The distinction between positive economic growth rates and negative economic growth rates. 

g) The concept of ‘recession’ as two consecutive quarters of negative economic growth. 

2 Inflation

a) The concepts of inflation, deflation and disinflation. 

b) Calculating inflation using a consumer price index (CPI), including role of weighted basket of goods and services. 

c) Limitations of the CPI as a measure of the rate of inflation. 

d) The producer (wholesale) price index as an indicator of future trends in the rate of inflation. 

3 Employment and unemployment 

a) How unemployment is measured, using the International Labour Organization (ILO) definition. 

d) The distinction between unemployment and underemployment. 

e) The significance of changes in rates of employment, unemployment and economic inactivity. 
	Provide students with data sheets which show measures of economic performance of an economy over the last 10–15 years. Data may be obtained from World Bank, IMF or OECD. For example: http://www.principalglobalindicators.org/?sk=E30FAADE-77D0-4F8E-953C-C48DD9D14735
https://data.worldbank.org/indicator
Students can research data from 2 or more contrasting countries and compare their performance in terms of GDP.

It should be possible to introduce the concept of recession having looked at data from a few countries.

Provide students with examples so that they understand how a weighted index is calculated.

Students could be asked to identify the relationship between the producer price index and CPI over a period of time.

Students could watch the ONS Video Summary, ‘Latest on the Labour Market’.
Discuss with students how under-employment became a feature in the aftermath of the 2008 Global Financial Crisis.

	The objective is to introduce the measures of performance indicators. This means parts of future lessons can be spent building up a simple understanding of macroeconomics by discussing items in the news – suggest 10 minutes at the end of some lessons. The rest of topic 2.1 has been integrated later on in the term once tools of analysis have been covered.
Make sure students can identify both advantages and disadvantages of inflation.
Make sure students can recognise some positive effects of unemployment. For example, structural unemployment enables resources to move into more productive areas.


	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	2
	2.3.2 Aggregate demand (AD)


	4 Balance of payments 

a) Components of the balance of payments, with particular reference to the current account. 

b) The distinction between deficits and surpluses in the trade in goods and services balance. 

c) The distinction between balance of payments deficits and surpluses on the current account. 

1 The characteristics of AD

a) The concept of AD. 

· b) Components of aggregate demand: 

· C + I + G + (X−M) = 

· the AD curve. 

c) The distinction between a movement along, and a shift of, the AD curve. 
	Get students to look at data. The IMF, World Bank, and OECD are good sources.

Ask students to identify key industries for a country’s exports – this can be linked to comparative advantage in Unit 4.
At this stage it is useful to get an overview of the current account deficits/surpluses for an economy over the last 10–15 years.

	This should be relatively straightforward after the Unit 1.



	3

	
	2 Consumption (C)

a) Influences on consumption: 

· disposable income 

· interest rates 

· consumer confidence 

· level of welfare payments 

· wealth effects 

· availability of credit. 

b) The relationship between savings and consumption. 

c) The definition of the ‘savings ratio’. 

d) Causes and effects of changes in the savings ratio. 
	Get students to think about their own consumption behaviour as well as their families. Get them to discuss what they think are the main factors which determine how much someone spends (a month for example).
Ask students to consider what might make people save more or less. Then they should be asked to explain the link between consumption and savings.

It would also be useful to look at articles relating to changes in house price rise articles and then to discuss how this may impact on consumption of households.
	Students should be able to explain the wealth effect of changes in house and share prices.



	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	
	
	3 Investment (I)

a) The distinction between gross investment and net investment. 

b) Influences on investment: 

· the rate of economic growth 

· interest rates 

· business confidence and expectations 

· availability of credit 

· tax on company profits. 

c) Government policy to promote investment: 

· tax relief 

· subsidies 

· reductions on the rate of corporation tax. 

4 Government expenditure (G)

a) Influences on government expenditure: 

· fiscal policy 

· the level of economic activity 

· correction of market failures 

· political priorities. 

5 Net trade balance (X-M)

a) The impact on the net trade balance of changes in:

· real income

· exchange rates

· state of the world economy

· degree of protectionism
· non-price factors.
	Integrate quick discussion on justifying each of these public spending components.
Look at government expenditure for a country over period of time. Explain why it might increase during a recession and why governments have tried to reduce government expenditure when tx revenue has been lower.
Try to use real world examples when teaching this. For example, get students to find out how a slower rate of economic growth in China affected the export sales of other countries.
Outline the meaning of protectionism. Ask students to find examples of protectionism by countries.
	If time allows, link to PPF. Clarify when the PPF would shift outwards.

Make sure students understand the term investment in an economic sense.

The policies provide a link to material to be covered in Unit 4.


	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	4
	2.3.3 Aggregate supply (AS)

	1 The characteristics of AS

a) The concept of AS. 

b) The AS curve. 

c) The distinction between a movement along and a shift of the AS curve. 

2 Short-run AS (SRAS)
a) Factors influencing SRAS. Changes in: 

· costs of raw materials and energy 

· exchange rates 

· tax rates. 

3 Long-run AS

a) Different shapes of AS curve: 

· Keynesian 

· classical. 

b) Factors influencing LRAS. Changes in: 

· the state of technology 

· productivity 

· education and skills 

· government regulations and tax 

· demography and net migration 

· competition policy 
	At the end of teaching short-run AS curves it would be useful to create a worksheet with different economic events over the last 10 years. Ask students to decide whether the SRAS or AD curve will shift and which way the shift will occur. Note that some events could cause both curves to shift. For some events, they should sketch the diagram.
It is worth drawing a range of AD, AS curves without labelling and get students to label them appropriately
This should be kept fairly general since specific examples of supply-side polices are covered later.

	This should be relatively straightforward after the micro course.
Many students will shift the SRAS curve the wrong way: this is an area of confusion. For example, they will shift the supply curve to the right for a rise in costs!

Make sure students appreciate that the factors causing changes in LRAS are same as those which cause a PPF to shift.




	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	5
	2.3.4 National income


	1 National income

a) The circular flow of income

b) The distinction between income and wealth
2 Injections and withdrawals

a) The distinction between injections and withdrawals. 

b) Injections: 

· investment 

· government expenditure 

· exports. 

c) Withdrawals: 

· savings 

· taxation 

· imports. 

d) The impact of net injections into, and net withdrawals from, the circular flow of income.

3 Equilibrium level of real national output

a) The concept of equilibrium level of real national output. 

b) Causes of changes in equilibrium real national output, as a result of shifts in AD and/or AS curves. 
	The following resource is useful not only for introducing the circular flow but also for injections and withdrawals as well as inflation.

https://www.slideshare.net/ajmccarthynz/31-intro-to-macro-and-measuring-gdp
Give several scenarios to see if more or less money will flow in the circular flow of income. For example, a consumer in UK buying a German car, the Government spending money on building a new road, the Government charging a new tax on sugar.
Prepare a worksheet which integrates what has happened in an economy over the last 10 years. Get students to analyse the expected impact on the economy of different events or policy changes, using AD/AS diagrams to show the predicted outcome. This helps to introduce real world application and builds up real world knowledge. 
	Stress that one person’s spending is another person’s income!

Highlight that withdrawals are taking money out of the system each time.


	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	
	
	4 The multiplier

a) The multiplier and multiplier process. 

b) Marginal propensities and their effects on the multiplier: 

· the marginal propensity to consume (MPC) 

· the marginal propensity to save (MPS) 

· the marginal propensity to tax (MPT) 

· the marginal propensity to import (MPM). 

c) Calculations of the multiplier using the formula 1/(1-MPC) and 1/MPW, where MPW = MPS + MPT + MPM. 

d) The significance of the multiplier for shifts in AD and the level of economic activity. 

	To explain the multiplier it is a good idea to hypothetically hand one of the students some money. They then spend some, but the rest has to be put back into a bucket. The next person then continues the process. Money is passing round the economy over a course of a year. At each stage clarify the effect of this injection on the income being created.

Practise these calculations with examples. See the sample assessment materials for a guide as to the types of questions which may be asked.

	Ensure students are clear that the higher the MPC, the higher the multiplier and the higher the amount leaking out, the lower the multiplier. This can be demonstrated with the class activity.


	6
	2.3.1 Measures of economic performance 


	2 Inflation

e) Causes of inflation: 

· demand-pull 

· cost-push 

· excessive growth of money supply. 
f) Causes of deflation: 

· falling aggregate demand (AD) 

· increase in aggregate supply (AS) 

· fall in the money supply. 

g) Effects of inflation and deflation on: 

· consumers 

· the government 

· firms 

· workers 

· income distribution 

· investment 

· competitiveness
· the current account of the balance of payments. 
	It is useful to highlight years where the cause of inflation has been predominately cost push or demand pull.
The following is a brief video on the effects of inflation.

https://www.bing.com/videos/search?q=effecs+of+inflation&&view=detail&mid=8D8DA0E8400C9BE3C0D58D8DA0E8400C9BE3C0D5&FORM=VRDGAR
The following video look at the effects of deflation:

https://www.tutor2u.net/economics/reference/consequences-of-deflation
	AD/AS diagrams should be used to illustrate the causes of inflation/deflation.



	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	7
	
	3 Employment and unemployment

b) The causes of unemployment: 

· frictional 

· seasonal 

· structural 

· demand deficiency 

· real wage inflexibility. 

c) The effects of unemployment on: 

· consumers 

· firms 

· workers 

· public finances 

· resource utilisation and production possibility frontier 

· society. 

f) The significance of net migration for employment and unemployment. 

1 Economic growth
Recap spec point d) from week 2
e) The concept of Purchasing Power Parities (PPPs) in making international comparisons of real GDP/GNI. 


	Link occupational immobility to structural unemployment. This concept will be revisited in Unit 3 in the section on labour markets. Students could be shown shipbuilding decline video clips for example.

The contrasting view between Keynesians and classical economists might be mentioned with cyclical unemployment. Use AD/AS diagrams to demonstrate.

Get students to brainstorm their ideas. It is a good idea to discuss the effects in a relevant context e.g. increased use of robots. Students could look at the following video:

https://www.bing.com/videos/search?q=effects+of+unemployment+on+an+economy&&view=detail&mid=586BB612DE777AC1E237586BB612DE777AC1E237&FORM=VRDGAR.

Students could also examine the effects of the rise in long term unemployment and/or youth unemployment by looking at newspaper websites.
Students could also research the effect of the high unemployment during the Great Depression.
Students could research the positive impact on the UK economy of immigration from the EU.
Compare rates of growth from data - causes of growth will follow later.

Make up a simple example (perhaps between two fictional countries) so that students can grasp the concept. Then look at PPP adjusted data and make sure students are clear how to interpret it.
	Highlight the relative negative effects of some types of unemployment. For example, structural unemployment is likely to have long-term detrimental effects compared to frictional.


	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	8
	2.3.5 Economic growth


	1 Causes of growth

a) The distinction between actual and potential growth. 

b) Actual growth caused by an increase in the components of AD. 

c) The importance of international trade for export-led growth. 

d) Causes of potential growth: 

· domestic investment and foreign direct investment (FDI) 

· innovation 

· growth in size of labour force, including net migration 

· the degree of competition. 
e) The importance of productivity for the rate of economic growth. 
2 Benefits of growth
a) Possible benefits of growth: 

· higher living standards 

· lower unemployment 

· increased profits for firms 

· higher levels of investment 

· increased tax revenues 

· improved public services. 

3 Costs of growth

a) Possible costs of growth: 

· opportunity costs 

· environmental costs 

· balance of trade deficits 

· increased inequality 

· inflation. 

4 Output gaps

a) The difference between actual growth rate and long-term trends in growth. 

b) The distinction between positive and negative output gaps. 

c) Characteristics of positive and negative output gaps. 

d) Difficulties of measuring output gaps. 
	Link back to work on PPF and work done on shifting AD and AS to the right.

A good link would be China’s export-led growth. The BBC News website would be useful to look at for this.
The following Tutor2u video explains the output gap in a UK context.

https://www.bing.com/videos/search?q=output+gap&&view=detail&mid=DD10E68D1E0B5531C30FDD10E68D1E0B5531C30F&FORM=VRDGAR

	Link to the dangers of over-reliance on consumption; particularly if fuelled by consumer debt, as happened in the UK prior to the crash.
Remember to point out that in the real world the characteristics may not seem to tally. For example, in 2008, UK inflation was relatively high – time lag effect.




	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	9
	2.3.1 Measures of economic performance 


	1 Economic growth

h) The limitations of using GDP/GNI to compare living standards between countries and over time. 

i) National happiness and wellbeing: 

· indicators of national happiness and wellbeing 

· the relationship between real incomes and subjective happiness


	From data, get students to write a report to compare the living standards between two countries of their choice using a range of data. 

Students could look at the Economic and Social Research Council website and the resources on the Social Science for Schools website – a good factsheet on money and happiness is available.
A good starting point might be to get students to design a questionnaire which could be used to help identify the main factors which contribute to happiness/unhappiness for a person in the 16–18 age group. In the next lesson, ask them to justify why certain types of questions were asked. See if there is common agreement about range of factors which affect whether a typical person will be happy/unhappy.
Students could also look at:
· The UN World Happiness Report:

http://worldhappiness.report/ed/2017/
· Newspaper articles, for example The Telegraph: Denmark ‘the world’s happiest country’.

· Happiness by R Layard is an accessible book.
The Economist: ‘No longer the dismal science’ is a good introductory article.
	Clarify some of the main problems of using GDP to compare living standards over time and between countries.

It is important to stress that there is a feeling amongst economists that there are a new set of indicators to debate.
Stress that there is some move towards happiness as a guide to public policy, rather than using GDP.



	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	
	2.3.6 Macroeconomic objectives and policies

	4 Macroeconomic demand-side policies

Link policies to how macroeconomic objectives can be achieved

a) Demand-side policies: 

· the distinction between fiscal and monetary policy 

· the distinction between reflationary and deflationary policies. 

b) Fiscal policy instruments: 

· government spending and taxation. 

	Given what has been covered already, students could be asked to identify the main objectives of government policy.

The following websites are useful:
Economic and Social Research Council

Social Science For Schools – useful factsheet on ‘The Budget’.
	Link to injections/withdrawals and to the impact on AD.


	10
	
	4 Macroeconomic demand-side policies

Link policies to how macroeconomic objectives can be achieved

c) Monetary policy instruments: 

· interest rates 

· asset purchases to increase money supply (quantitative easing) 

· changes in lending criteria 

· reserve asset (liquidity) requirements. 

d) The role of central banks in the conduct of monetary policy: 

· implementation of monetary policy 

· achieving an inflation target 

· as banker to the government 

· as banker to the banks – lender of last resort. 

e) Strengths and weaknesses of different demand-side policies. 
	BBC Learning Zone Class Clip: ‘What is money and how does the Bank of England manage it’ provides a good three-minute introduction to monetary policy.
The Bank of England video on quantitative easing is useful:
https://www.bing.com/videos/search?q=quantitative+easing+youtube&&view=detail&mid=CF0417A7DF415630DB81CF0417A7DF415630DB81&FORM=VRDGAR
Strengths and weaknesses can be analysed partly by the trade-offs they incur with other macroeconomic objectives. The concept of undershooting or overshooting can be illustrated with AD/AS diagrams. Link to output gaps and discuss how overshooting will cause accelerating inflation.

Links can also be made to Theme 1, government failure.
	Students find quantitative easing quite difficult to follow. It is useful to integrate visual resources to help their understanding.

Students need to be aware of the role of fiscal and monetary policy in managing an economy. In particular they need to know what aspects of these policies may have made the situation worse and which are considered to have been broadly effective. An overview is required.


	Week
	Topic
	Content
	Some suggested activities/resources
	Teaching points to note

	11
	
	3 Macroeconomic supply-side policies

Link policies to how macro objectives can be achieved

a) Supply-side policies designed to increase productivity, competition and incentives. 
b) Free market policies: 

· deregulation of product and labour markets 

· privatisation 

· reduction in taxation 

· changing the levels of welfare payments 

· cutting the costs of bureaucracy for firms. 

c) Interventionist policies: 

· investment in education, training and skills 

· incentives to encourage investment: tax incentive or subsidies 

· infrastructure investment 

· finance for business start-ups 

· regional policy. 


	Use recent policies as much as possible as examples.
It would be useful to link to some issues which are of currently topical in the country in which you reside.
	It is important to distinguish between free market and interventionist policies. This distinction will be revisited in Unit 4 when considering measures to promote growth and development.


	12
	
	3 Macroeconomic supply-side policies

d) Strengths and weaknesses of different supply-side policies
2 Possible conflicts between macroeconomic objectives
a) Inflation and unemployment, including the short-run Phillips curve. 

b) Economic growth and protection of the environment. 

c) Inflation and equilibrium on the current account of the balance of payments. 

d) Economic growth and income equality. 
	Use data from a country(s) to determine whether such conflicts exist.


	In discussing the likely strengths and weaknesses of supply-side policies, students should make sure they link their analysis to the achievement of the stated aim of the policy.

There are many potential conflicts between macroeconomic objectives and students should be confident in using AD/AS analysis to explain, illustrate and evaluate these.
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	13
	Revision and AS level exam preparation
	Revision and exam practice for AS level examinations and/or mock examinations for Unit 1 and Unit 2.
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