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Teacher’s Introduction

Accessing the digital resource
The notes, questions, case studies and Practice Paper A are accessible online via eRevision.uk, ZigZag's digital
learning platform. Once set up, students can log in from home and you can set tasks and reading for homework.

If you have not already done so, please provide us with an email address to set up eRevision access. You can do
this by emailing customerservices@zigzageducation.co.uk with your name, school, email address and
invoice number.

This resource has been produced to support the research required for the
pre-release paper for the A Level Edexcel Economics B Paper 3 (The economic | Always check the exam board
environment and business) exam, which students will sit during summer 2025. | website for new information,
including changes to the

The context for the 2025 exam is ‘Economic conflict and trade-offs’. specification and sample
assessment material,

Bullet Points

BP1: the nature of economic conflict and trade-offs

BP2: how markets might create economic conflict and trade-offs

BP3: how economic policies and regulations might create economic conflict and trade-offs
BP4: the impact of economic conflict and trade-offs on the economy, firms, and individuals
BP5: the extent to which economic conflict and trade-offs can be avoided

Economic conflict arises when individuals, groups, organisations, nations, trading blocs and other stakeholders
compete over limited economic resources such as land, labour, capital, and entrepreneurship. It often reflects
deeper disagreements about:

1.  Wealth distribution*® 6. Environmental issues

2. Resource allocation 7. Ethical issues

3. Economic priorities 8. Legalissues

4. Politics 9. Technological advancement
5. Social constructs 10. Cultural differences

* Can be measured using Gini coefficient and Lorenz curve and, as such, it can be argued that this is positive in contrast to the
others, which are largely normative.

This document contains tasks to assist in your preparation for Paper 3 and, by extension, Paper 1 and Paper 2.

This resource is divided into the following sections:

e  Diagrams and calculations — A comprehensive list of all the diagrams and calculations needed for the course.

e  Notes and multiple-choice questions — The notes offer an overview / background reading to support the five
research bullet points specified by Pearson. Each section ends with a multiple-choice test for students to use
as revision.

e  (Case studies — There are six case studies included in the resource, which include data response, test your
knowledge and extended-response questions. Answers are provided for all questions. These case studies put
all of the topics considered into context, and support students to use real-life examples in their work and
think analytically.

o  Tasks — There are five tasks, each linked to a bullet point from the pre-release, with teacher's notes included.
These are intended to be used as a full lesson.

o  Three practice papers — Each practice paper includes a full mark scheme based on the pre-release case study
for the unit. The content has been produced with consideration to the bullet points that Pearson directs
students to research and possible question types that may arise.
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Using the practice papers
This resource can be used in a number of ways to help students prepare for their final exam. It can be used
independently by students or as a teacher-led exercise. Here are a few suggestions:

Homework — The papers could be completed by students as homework tasks. Students could be given one or
two research headings to complete in the run-up to the exam, or the guestions could be divided up and given
to students as they progress through the pre-release research task.

in-class exam — The practice papers make ideal mock exams to complete under timed exam conditions as
they are based on the format of the final exam. There is a mark scheme and suggested answers to
accompany each guestion. The mock exam will then enable teachers to pinpoint the topics that students find
challenging, review their exam technique / time management and tailor any intervention activities
appropriately. The benefit of using these practice papers as mock exams is that the mark schemes are not in
the public domain {unlike past and specimen papers produced by the exam boards, which are posted on their
websites) so they give teachers a true picture of how students perform when tackling an unseen paper.

In class — The papers could be ‘walked through’ in their entirety or divided up into sections to give the students
guidance related to the requirements of the pre-release task. Using the mark schemes, teachers can inform
learners of how marks are awarded and the difference between the levels on the extended-mark questions.
Exam technique — The papers can be used to help students of all levels to enhance their exam technique.
They can become familiar with what is required from diverse question command words so they are aware of
the detail expected for each level of response. Students could complete a range of question styles and peer-
mark their responses to the practice questions to give them the opportunity to ‘think like an examiner’.
Revision — When the learners are approaching their final exams, a whole practice paper could be given to
them to complete. This may be particularly appropriate for over a holiday period, e.g. Easter or half-term.
When the students return from their holiday, the teacher can mark the entire paper and also share the mark
scheme with the students so they can see how their responses compare.

Due to the nature of the research task, this resource aims to merely stimulate discussion and support students’
wider research. The resource has been written independently without any sight of the actual exam materials that
will be released in the summer of 2025. The resource should be used in conjunction with a good textbook and is
intended to put many of the theoretical points detailed in the textbook into the context of the pre-release
research task.

The author has consulted a range of third-party studies / statistics to produce this resource. The figures and data
are presented in good faith and the author accepts no liability for data that is inaccurate, misleading, etc.

January 2025

This resource is intended to supplement your teaching only.

As with all pre-release material it is the teacher’s responsibility to decide in what way to assist their
students. It is the teacher’s responsibility to decide how this resource in particular can be used to fit
into that assistance. You may simply wish to read this material to better inform yourself and to help
you prepare your lessons and get ideas for your teaching. You may also consider whether it is
appropriate to distribute some of the material for reference and to use some of the tasks for
classwork and homework. You may also consider making the whole resource available to be worked
through by your students more independently.

The content of this resource is provided as one experienced teacher’s interpretation of the A Level
Edexcel Economics B pre-release material. The author does not have any special knowledge of what
to expect on any particular exam.
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Starter Task: Top Trumps

1. Create Top Trumps!

2. Play Top Trumps!

This activity is very normative in nature; as such, students can challenge the grac
by referring to the extension activity 1). This discussion and ! ibate is where the 1

occurs. You could also assign two different studer*;wx

variance in the scores.

Extension
a)  Add datzg
b) Other' g ¥
c) Create Na##,

i

e

o)

<aine country/countric

A

Create Top Trumps cards for the economics of EU, United Kingdom, USA, India,

using the template below.

Card Template
Country: Country:
Wealth Distribution: /10 || Wealth Distribution:
Summary: Summary:
Resource Allocation: /10 Reﬁource Allocation:
Summary: ,’;}L amary:
ot 9\ S
Economic Priorities: " /iu"|| Economic Priorities:
Summary: 4\ ¢ A Summary:
Politics: ; /10 || Politics:
Summary: 1 Summary:
Social Con3#cts: /10 || Social Constructs:
Summary: Summary:
Environmental Issues: /10 || Environmental Issues:
Summary: Summary:
Ethical Issues: /10 || Ethical Issues:
Summary: Summary:
Legal issues: /10 || Legal Issues:
Summary: Summary:
Technological Advancement: /10 || Technological Advanct
Summary: X;N g‘nmary:
- - )
W | . .
Cultural Differences: /16| Cultural Differences:
‘ e . B ‘
Summary: » 7\ M; 5 Summary:
.
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EU (European Union)

Wealth Distribution: 7/10
{Moderate inequality, strong welfare states in countries
such as Germany and Scandinavia.)

Resource Allocation: 8/10
(Efficient, with focus on renewable energy and ¥ o
innovation.} PR >

Economic Priorities: e\ " A 8/10

Green transition, stability..o0 G vgical
e 4 |
competitiverggm) '(‘w;;é -

Uni

Weaith Distribution:
(High inequality, uneven

Resource Allocation:
[:A #ll-managed, though .

_ise, vices.)

A

Economic Priorities:
(Post-Brexit focus on tra.

Politics:
(Polarised, with Brexit ra.

Social Constructs:
(Inclusive but experienc.

Environmental Issues.
{Ambitious net-zero tary:
implementation.}

Ethical Issues:
(Controversies around in
inequality.)

Legal Issues:
(Strong common law tray

Technological Advanc
{Innovative in biotech an

dl gtural Differences:
l,a(Di\”ferse, with global cuit

Politics: o 7/10

{Consensus-¥ n but occasionally fragmented.}

Social Constructs: 8/10

(Relatively inclusive, strong social safety nets.)

Environmental Issues: 9/10

(Global leader in climate initiatives.)

Ethical Issues: 7/10

(Challenges with migration and human rights balance.)

Legal Issues: 8/10

(Harmonised legal systems under EU law.)

Technological Advancement: 7/10

(Strong but lags USA and China in Al.)

Cultural Differences: 9/1n

(Diverse cultures across 27 nations.) _i:ﬁi'i/
5/10
6/10

(Market-driven, with notable inefficiencies in healthcare.)

Economic Priorities: 8/10
(Technology, defence, and global trade dominance.)
Politics: 6/10
(Highly polarised.}

Social Constructs: 7/10

(Diverse but divided along socioeconomic and racial lines.)

Environmental Issues: 6/10
(Improving but hampered by political resistance.)

Ethical Issues: 6175

(Ongoing debates over corporate ethics and scaic ju ﬁ[lf“;;.~, o
‘y"\m i

Legal Issues: o W/ ® T 7/10

(Strong but occasionally jr. " i« ddicial rulings.)

sy

9/10

Cultural Differences: 9/10
(Melting pot of cultures.)

Wealth Distribution:
(High inequality, urban-
Resource Allocation:
(Efforts to improve infra.

Economic Priorities:
(Industrial growth, digita

Politics:
{(Democratic but increasi!

Social Constructs:
(Complex and stratified «
Environmental Issues.
(Significant challenges wi
b nagement.)

| Ethical Issues:

(Human rights and corry}
Legal Issues:

(Strong judiciary but del.
Technological Advang:
(Thriving IT and space pi¢

Cultural Differences:
(Highly diverse in languc:
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China Su

Wealth Distribution: 6/10 || Wealth Distribution: S—

S

(Rising middle class but rural-urban disparities.) (Extreme inequality.) ////77

Resource Allocation: 8/10 || Resource Allocation: %W//////

(Centralised control enables rapid infrastructure 2"'h in minerals but ine! //@

development.) 2 4 Yt &

o, U"j “Economic Priorities: .

et eas : -

Economic Priorities: e ) g (Focus on mining, tourise W
(Global trade, technology, and Belt s k) finaiative.) )

A 9% L Politics: e

e
oo
fo

Politics: L@ e 5/10

- ' ™ Stable democracy but ¢
(AuthoritagB i th r.;;:kw;w’ﬁf)olltlcalfreedoms.) ( ¥

iy,

2
i

oo
S

6/10 Social Constructs:
(Post-apartheid progres.

o

Social Cor{ :
(Collective over individual, though modern shifts are

T

]

o

occurring.) i .
Environmental issues. I

Environmental Issues: 6/10 || (Challenges with resourt P
(Major polluter but leader in renewable energy
investment.)

—
’
s

g

.

Ethical Issues:
(Issues with governance

s

///////////////////

Ethical Issues: 5/10 Lecal | W%
(Concerns over human rights and surveillance.) ega ssuest . W
/ (Strong constitution but | ’ .
Legal Issues: 6/10
(Laws favour state control.) Technological Advanct ////////”/’/
. . (Developing, with gaps & % %
Technological Advancement: 9/10 v /
Leader in Al, 5G, and green tech. Cultural Differences: .y
( I3 I3 g // e,
Cultural Differences: 8/1n ; §officia| languages, ri. Z /é
(Rich historical heritage but increasing urban - 9 \ S ”/,,/,,,,///
homogeneity.) - . & ——,
L
pi A 9% %
s ) . e
k d 3/10
inequality.)
Resource Allocation: 4/10
(Oil-dependent economy, corruption affects efficiency.)
Economic Priorities: 6/10
(Diversification from oil, growth in tech sector.)
Politics: 5/10

(Democracy with significant challenges.)

Social Constructs: 6/10 COPYRIGHT
(Strong community ties but ethnic and religious divides.)
PROTECTED

Environmental Issues: 4/10 E
(Oil spills and deforestation.) N

e &
Ethical Issues: 4/ ;‘;,.?N-f;
(Corruption and governance challenees e’““»f; .

) ! .

Legal Issues: )" A 5/10 19
(Weak judicimmste: Qt*";w.:wfof‘?ﬁs,) Qg
Technolo] lvancement 6/10

 Education

Cultural Differences: 10/10
(Over 250 ethnic groups and diverse traditions.)
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Keywords

While working on the preparatory tasks it is recommended that you use the che¢
have used keywords and terms appropriately as this is key when writing essays.

Austerity

Government policies aimed at =24 budget deficits thro
increases, often leadanff topu. ‘!;aéf«otests and social conﬂ:c:‘:ﬁ

Bailout

Financial :W' a ce - Gvided to struggling businesses or m{§

reca;é o it 3 sweconomic conflict over the use of taxpayers

) e
.. wconomic system where the means of production are p1.

“with economic conflict between the capitalists and workergx

Civil War Ecmlcs

The economic impact of civil war, which includes resocurce ai
destruction of infrastructure, and the disruption of econom

Class Conflict

A form of social conflict arising from the differences in ecor.
classes, particularly between the working class and the cap |

Colonialism

The policy or practice of acquiring control over another cout
economic exploitation and conflict.

Command Economy

Economic systems where the government makes all major @
e  Controls production and distribution of goods and sei,
e  Sets prices and wages

e  Determines what to produce and in what quantities

Consumer Protection

L.aws and regulations designed to protect consumers from .
leading to conflicts between consumpr', businesses, and reg

Corporate Social
Responsibility

The concept that busmescf d [off acaethlcally and contriy
sometimes cause co £ it "M;i prgﬁt -maximising interests.

Corporate Welfare

Governriet A )r«fft or subsndles for large corporations, of‘ii
) 3\ ]m"tﬁe allocation of public resources.

conflicts that arise from them, such as social unrest and poiig

Cultural Imperialism

The imposition of one culture's values and practices on oths
conflict and exploitation through global markets.

Currency Devaluation

A reduction in the value of a country's currency, often leadin
the impact on trade, investment, and inflation.

Debt Crisis

A situation where a country or entity is unable to repay its 1.
and social unrest. .

Debt Restructuring

e

The process of reorganising a country's or company's debt |
often leading to conflict between creditors and debtors.

e

[

-

Economic

) “?T‘ie practice of economically exploiting a country or region

Debt Sovereignty The concept that a nation has the right to control its own du
conflict with international lenders and redltcrs

Debt Trap A situation where a countr %rﬁ ‘(7 is mmable to escape fr
economic and politic ! on fi

Deflation Adecrpapein \;» .féjneral price level of goods and serv;ces

ey

9, ,ﬁx Mw:""%o rising unemployment and reduced wages.

resources, labour, and sovereignty.

Economic Conflict

A situation where there are opposing interests, often bet
nations, regarding the allocation of resources or wealth.

Economic
Empowerment

The process of increasing the economic power of marginali.
conflict over resource allocation and power structures.

=
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Economic Integration

The process by which countries or regions reduce trade bar.
cooperation, sometimes leading to conflicts over sovereigr|

Economic Migration

The movement of people across borders for economic reas.
over labour markets, wages, and resource allocation.

Economic Nationalism

The belief that economic interests should be prioritised for |
often leading to conflict with other ca fons

Economic Recession

A significant decline in ecc it K:j}wl\ltty across the econon
poverty, and sm*g.w st, witen exacerbating economic cor

........ e

Economic Sanctions

Environmd
Economics

Rectiigh e gws“é by one country on another to penahs&

il ﬁ Liading to significant economic conflict.

The study of the economic impacts of environmental pohcre*
from balancing economic growth with environmental prote.

Exploitation

The unfair treatment of workers or resources for economic |
unrest and economic conflict.

Export-oriented
Growth

A strategy whereby a country focuses on increasing export.
which can lead to tensions with trading partners.

Externalities

The effects of economic activities that impact third parties

the original transaction. They can be:

e  Positive externalities: Benefits that spill over to other.,
maintained garden increases your property value.

e  Negative externalities: Costs imposed on others, such
affecting nearby residents' health.

Financial Crises

Periods of economic downturn caused by the collapse of fit,
often leading to social unrest and nalis ? conflict.

Financialisation

W
The increasing dommance o (::2 cal motlves, financial mst
the economy. le”{; wafct over wealth distribution an

Fiscal Policy

economies)

Go‘ R "én* ,;wcm’é related to taxation and spending, Whl{’:i
*”‘ﬁ:won of economic benefits and the burden of taxes.

“These are based on private ownership and minimal govemr}*
characterised by:

e  Supply and demand determining prices and productic
e  Private property rights and freedom of contract |
e  (Competition between businesses |
e  Consumer choice driving market decisions

e  Limited government role, primarily in maintaining legs&t

L]

Global Supply Chains

The international networks that produce and distribute goc.
over labour conditions, environmental impact, and resource

Globalisation

The increasing interconnectedness of economies worldwide
trade, labour, and cultural influence.

Hyperinflation

Extremely high and typically acceic,ratmg inflation, often k,w
social unrest.

Import Substitution

An economic policy thit e éco;,* ges domestzc production e»
;mported, of‘rf Al ;w,o conflict with foreign producers a

Income Inequality

Inflation

4 w
B é« ’,a*\

hﬁom’ﬁ‘c tension.

o]
Zh

%
5
.
3.
o
oy
o
(e}
3
(o}
o
5
o
(e}
3
o)
5
—+
=3
=
js1}
=
[0}
hw]
c
o3
ok
[}
=

2

A general increase in prices and a decrease in the purch351
cause economic tensions, especially for low-income group

Labour Disputes

Conflicts between employers and employees, typically inv
working conditions, and labour rights.
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Labour Market The ease with which labour markets adjust to changes inth.
Flexibility conflicts between employers, workers, and policymakers.
Living Wage A wage that is high enough to maintain a normal standard ¢

over wage levels and the cost of living.

Market Failure

A situation where the allocation of goods and servicesbya |
leading to conflicts requiring govern:2 ntintervention.

Marxism

4
Atheoretical frameworkt vl o ﬁwe effects of capttak

conflict, focusm'}m Wg'gles between the proietanat a

Minimum Wage Laws

4(-_*@” orkers, employers, and policymakers.

These combine elements of both free market and governmeﬂ
® Private ownership and free market principles for mos.
»  Government intervention in specific areas like educat).
e  Regulations to protect consumers and address marke.
e  Social programmes and safety nets

Monetary Policy

Central bank policies that influence the money supply and it
economic conflict over inflation, unemployment, and econe

Monopoly

A market structure whereby a single seller or producer con|
market, potentially leading to exploitation and economic ¢t

Neo-colonialism

The practice of using economic, political, or other pressure.
often leading to conflicts over resources.

Oligopoly

A market structure dominated by a few large firms, which
to limited competition and high barriers to entry.

Privatisation

The transfer of ownership of byt *fs\ s or services from th€
sector, often causm;{ eso! i ) ﬁ}mhct between different s§

Protectionism

Public~Priv g

Economic D {t s restrict imports to protect domestxcz

oy A lor, ‘een causing tensions between countries.

....... o
M
J.ﬁboratlve agreements between the public and przvate s
“cause conflicts over the distribution of benefits and risks.

Rent Controy

Government-imposed limits on the amount landlords can ¢}
which can lead to conflicts between tenants, landlords, anc

Rent-seeking

The practice of seeking to increase one's share of wealth w%
leading to inefficiencies and economic conflicts.

Resource Scarcity

The limited availability of resources, which can lead to conf%
distribution of these resources. .

Rising Protectionism

The increase in trade barriers and restrictions, often leading
nations as they seek to protect domestic industries.

Sanctions

Penalties or restrictions imposed by one country on anothe?
policies, often leading to economic conﬂlct

Social Safety Net

Government programmes desiz < * 6 orotect individuals f}:;
can lead to conflict ov'"rf s‘i“dn o jr orities and eligibility.

Socialism

State Capitg

An econmm s | wiere the means of production are o’”

i «f}xg‘“*,ﬁé‘ § ygmrty, often in opposition to capitalist znterest§

/
. W,,Mconomsc system where the state plays a dominant roleé
econamy, often leading to conflict with private sector mte

Structural Aajustment

R

.

Policies imposed on countries by international organisation
leading to social unrest and economic conflict.

Subsidies

Financial assistance provided by the government to suppor.
leading to conflicts between sectors and countries.

s

e
-
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Supply Chain Interruptions in the global supply chain that can lead to eca.

Disruptions times of crisis or instability.

Tariffs Taxes on imports or exports that can cause trade conflicts |
used as protectionist measures.

Trade Deficit A situation whereby a country imports more than it exports

conflict, especially in terms of nation ! security and econoni

Trade Liberalisation

-
The removal of trade barriurs {%}wen”&ountries, which cat\

Trade Wars

the unequal dist: 2o |01 wéhefits.
= 2w

. ix ""‘fv ', . . .
A st my Mue’ﬁ”){countnes impose tariffs or other trade

s ’ - nﬁ/‘j . . . .
™ ?é:,w{ dustries, leading to economic conflict.
3 )

“The condition of being without a job, often leading to econy
employers, and governments.

Wage Disparity

The difference in wages between different groups of worke
fair compensation and economic inequality.

Wealth Inequality

The unequal distribution of wealth, typically between the ri.
economic conflict.

Task

Complete the following using the blank table on the following pages, or copy out |

Step 1: Using a black pen complete as many definitions as possible without us
Step 2: Using a red pen and other resources, complete the blanks. (Open boc
Step 3: Cross-check against the completed table. ” ) §

Step 4: Revise the red pen keywords. (Make 7as fi:j?us) .

Step 5: Repeat Step Linnoless tha G eek.

Step 6: Repeat until no re.x AN N

.

S s
4
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Austerity

Bailout

Capitalism

Civil War Economics

Class Conflict

Colonialism

Command Economy

Consumer Protection

Corporate Social
Responsibility

Corporate Welfare

Crisis Economics

Cultural Imperialism

Currency 1

Debt Crisis

Debt Restructuring

Debt Sovereignty

Debt Trap

Deflation

Economic Colonialism

Economic

Economic
Empowerment
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Economic Integration

Economic Migration

Economic Nationalism

Economic Recession

Economic Sapgaion
« S

Economics

Exploitation

Export-oriented
Growth

Externalities

Financial Crises

Financialisation

Fiscal Policy

Global Supply Chains

Globalisation

Hyperinflation

Import Substitution

Income Inequality

Inflation

Labour Dis

Labour Marke
Flexibility
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Living Wage

Market Failure

Marxism

Minimum Wage Laws

Mixed Econore.

Monopoly

Neo-colonialism

Oligopoly

Privatisation

Protectionism

Public~Private
Partnerships

Rent Cont/|

Rent-seeking

Resource Scarcity

Rising Protectionism

Sanctions

Social Safety Net

Socialism

Structural Adjustment

x%
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Subsidies

e

» i
Supply Chain ,

N . /////////////////////?/
Disruptions /
Tariffs i

|
s

e
s F A

i
i
i

w

gl

e

Trade Deficit

e

A

e
oo
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iy,

. |
Trade Liberal?'“*i‘pr" >
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2
"

Trade Wars

%
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Diagrams

While working on the preparatory tasks it is recommended that you use the che¢
have used diagrams appropriately. Remember that the examiner will be looking |«

and evaluation with the diagram, and so simply adding a diagram without refere |
|

for knowledge and understanding of how to draw it. k|
-« &
" {wwi i
Diagrams should be as easy as ABC! | Y. w1 Think ACES/M
Accurate ol A Axis
e
Big Bl f e " Curves
Clear e Equilibrium

Shifts (and moves)

The diagrams highlighted below are commonly used in assessing various options @
this is not an exhaustive list it is recommended that students familiarise themsel
preparation for Paper 3. As with the whole resource | do recommend that for rea:
considered as exhaustive and, as such, all users of the document should cross-re.«
published exam board specification.

Microeconomics Diagrams with Examples

1. Supply and Demand Curve
e  Example 1: Price Ceiling: If the government imposes a price ceiling (e.g. |
rental properties decreases, leading to a shortage.

o Diagram 1: Price Ceiling and Shortage . ;
e  Example 2: Price Floor: A price floor (e.g . ffz;}i.,m wage) leads to a surg
o Diagram 2: Price Floor ancsit s =
” o \ ,,g“‘j .

2. Price Ceiling and " o’

1 >t Control: Rent control leads to a shortage of rental hous
o g#.ram 1: Price Ceiling and Shortage

® ExafﬁBle 2: Minimum Wage: Setting a minimum wage above the equilib
firms cannot afford to hire as many workers.
o Diagram 2: Price Floor and Unemployment

3. Elasticity of Demand and Supply
e  Example 1: Elastic Demand: A small price increase leads to a significant ¢
luxury goods).
o  Diagram 1: Elastic Demand Curve
e  Example 2: Inelastic Demand: A price increase leads to a small drop in g
cigarettes).
o  Diagram 2: Inelastic Demand Curve :

4. Consumer and Producer Surplus .«
e Example 1: Tax Impositi}.‘y 1 agf";,,}h»ftSfthe supply curve, reducing consi
o  Diagram 1:70%: w. Cutplus Reduction
WA }{;,;\,»% A“E?Jbsidy shifts the supply curve down, increasing b
surplus.
agram 2: Subsidy and Surplus Increase
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5. The Lorenz Curve
e  Example 1: High Inequality: A country with high income inequality (e.g.
from the line of perfect equality.

oo
o Diagram 1: High Inequality Lorenz Curve W%
e Example 2: Low Inequality: A country with low income inequality (e.g. S\ /
. . y
to the line of perfect equality. g PR
o  Diagram 2: Low Inequality Lorenz Curvef - N @/Z
3 Y
oY A g—
6. Production Possibility Frontiz: { # , © S

e

s

i

e Example 1: Opport: f"fi"r{ A country must decide between producing
capitzloond; "*:(.';} \ Ingthe trade-off. This could also be used to show thi

o e ’P’F)’F Showing Trade-off

e  Ex ?;é&ﬁ_:n"" : Economic Growth: Investment in technology shifts the PPF ¢
prodction capacity.
o  Diagram 2: OQutward Shift of PPF

e
S

iy,

2
i

oo
S

o

i

e

o

/////////%

|

i
e

i
B

S

7. Externalities (Negative and Positive)
e  Example 1: Negative Externality: Pollution from a factory shifts the socia s’
cost curve, causing market failure. M%
o  Diagram 1: Negative Externality //J//M

e  Example 2: Positive Externality: A vaccination programme shifts the soc.
private benefit curve, increasing social welfare.

///////’%

o Diagram 2: Positive Externality . |

. ////////%

8. Monopoly and Oligopoly Market Structures ; /

- oy . . . |

e Example 1: Monopoly: A monopoly maximis .« Jfi 5 by setting a price ¢ LN ////
T . . . .y | g
equilibrium price, leading to a dearv 2ig 1t " Y -

o  Diagram 1: Monopolvfj‘,, “va ) uutput | /Z

e Example 2: Oligorz'y 7 fe:y Jivms dominate the market, and they may ¢ /7

9.
e  Example 1: Minimum Wage: A minimum wage above the equilibriumw.
o  Diagram 1: Minimum Wage and Unemployment
e  Example 2: Labour Market Shocks: A shift in demand for labour due to 1
wages and employment.
o  Diagram 2: Labour Market Shock
10. Cost Curves (Fixed, Variable, Total, Marginal) COPYRIGHT
e  Example 1: Marginal Cost Curve: The marginal cost curve intersects the |
lowest point. PROTECTED
o  Diagram 1: Marginal Cost Curve e f
e  Example 2: Cost Minimisation: Firms ad’ ¢ fﬁrfa output level to minimis
o  Diagram 2: Cost Minimisatizay
o @\ e
g ™ Eg

o

 Education
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Macroeconomics Diagrams with Examples

1. Aggregate Demand and Aggregate Supply (AD-AS)
e  Example 1: Recession: A decrease in aggregate demand shifts the AD cu

I
output and employment. /
o  Diagram 1: AD-AS in Recession W

e

. . . . F iy,

e  Example 2: Inflationary Gap: An increase in aggy ,j 5 demand shifts the %///%
\ g v

inflationary pressure. W o {i}; Y gy

« . . % = E: 4

o Diagram 2: AD-AS in Inflat’ .. 4 W

s

///////
////////////////////////%

Nah! ;QM’; o
2. PhillipsCurve 7/
o by 1.:)u}*r—"f'un Trade-off: In the short run, reducing unemployme

e |
. |

oo
fo

iy,

2
i

o

T

g
e  Example 2: Long-run Phillips Curve: In the long run, there is no trade-of

unemployment, as the economy adjusts.

o Diagram 2: Long-run Phillips Curve

o

—
gy,

9 J |
3. Laffer Curve /////

e  Example 1: Optimal Tax Rate: The Laffer curve shows that at very high {¢ ////////M//
decline because people reduce their work effort. /

\\\\\
i

P
.

o  Diagram 1: Laffer Curve and Tax Rates B
e  Example 2: Tax Revenue and Work Incentives: A tax rate beyond the op

reduces tax revenue. /

o,
i

o Diagram 2: Laffer Curve Tax Revenue % //%
|
4. Long-run Aggregate Supply (LRAS) Curve h L\
e  Example 1: Economic Growth: Investme it i ij;,%ﬁrtal and technology shi | N
o  Diagram 1: Rightward St -0 1 S - WM%
e  Example 2: Supplv Skur s aga‘ff{/g supply shock (e.g. natural disaster, ~
. g e g g
reducing potei 2 ?‘?u,w,wut’.
e 10 ey ze Leftward Shift of LRAS
o
5. Circular Flow Diagram (students could include and exclude the govei!
e  Example 1: Closed Economy: In a closed economy, households and firm:
and the government collects taxes and provides public goods.
o  Diagram 1: Closed Economy Circular Flow
e  Example 2: Open Economy: In an open economy, households and firms
markets, affecting the flow of goods, services, and capital.
o  Diagram 2: Open Economy Circular Flow
COPYRIGHT

6. Budget Deficit and National Debt
e Example 1: Budget Deficit: When government spending exceeds revenu: PROTECTED

contributing to national debt. |
o  Diagram 1: Budget Deficit and Debt ., '

Fle
e  Example 2: Debt Accumulation® o * ’w.;jj_.mudéet deficits lead to rising

o Diagram 2: Nationa’.%x 5 i-'f»y,sizwth"

g

§

e

7. Busing ch 3 :jb..‘m*;sibﬁﬁ, Peak, Contraction, Trough) GQ
e  EX 1: Expansion: During an economic expansion, output and empl |
o ®D0lagram 1: Business Cycle Expansion | EdUCQt!Oﬂ

e  Example 2: Recession: During a recession, output and employment dec |
unemployment.
o Diagram 2: Business Cycle Recession

A Level Edexcel Economics B Pre-release Resource Pack — 2025: Conflict / Trade-offs Page 1.



8. Government Spending and Taxation (Fiscal Policy)
e  Example 1: Expansionary Fiscal Policy: The government increases spend
during a recession.
o  Diagram 1: Expansionary Fiscal Policy
e  Example 2: Contractionary Fiscal Policy: The government reduces spenc
down an overheated economy.
o Diagram 2: Contractionary Fiscal Policy L
O
9. Monetary Policy (Money Sur=’ ai | ;a»x..,,te‘f“é"’;t Rates) AD-AS Diagram
e Example 1: Monet-« o *’6:{;: Ziun: The central bank lowers interest rates
and sgmu'= 2 5 Swag and investment.
b "{ra;);l”:“ ldonetary Expansion
;f“ : Monetary Contraction: The central bank raises interest rate.
by decreasing the money supply.
o Diagram 2: Monetary Contraction

]

W

10. Balance of Payments
e  Example 1: Trade Deficit: A country imports more than it exports, leadin
o  Diagram 1: Balance of Payments Deficit
e  Example 2: Trade Surplus: A country exports more than it imports, lead |
o Diagram 2: Balance of Payments Surplus

%
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Calculations

The calculations highlighted below are commonly used in assessing various optict
while this is not an exhaustive list it is recommended that students familiarise th.

in preparation for Paper 3.
f

@ ° . /’y,@.} ;
Microeconomic Calculations . J°
Yo -
1. Price Elasticity of Demaﬂr’f‘i}ﬁi‘ywj o

Formula: PED =% chu' » j}rﬁémity demanded / % change in price
— e

S

e Calculation:

N :ange: £10to £12 e % price change = (12-10)
e  Quantity change: 100 to 80 units e % quantity change=(80— 1|
® PED =-20% / 20% = -1 {Uni}
Example 2: Calculation:

e  Price change: £5 10 £6 e % price change=(6-5)/5
e  Quantity change: 200 to 150 units | ® % gquantity change = (150 -
® PED =-25% / 20% = -1.25 (1|

2. Cross Price Elasticity of Demand (XED) (not on spec; however, it assis
Formula: XED = % change in quantity demanded of Good A / % change in pri¢

Example 1: Tea and Coffee Calculation:
e  Tea price change: £3 to £3.50 ® % price change =(3.50~3)
e  Coffee quantity change: 50 to 60 ® ‘:ﬁ GUN ity change = (60 — &{

units L7 R 220% /16.67% =1.2 (8

T a
a {«“ 3 .
¥ .1 A
3. Consumer Surplus AGN

.1
5 ﬁlww"*/z x Base x Height (where Height = maximum

a

&

Formula: Const e

Exam!’ |

e EqUlibrium price: £10

o  Maximum willingness to pay: £15

e  Quantity: 100 units

o  (Calculation: % x 100 x (15 ~ 10) = £250

4. Producer Surplus
Formula: Producer Surplus = % x Base x Height (where Height = price receive

Example:

e  Equilibrium price: £10

e  Minimum acceptable price: £5

e  Quantity: 100 units o TN
e  Calculation: % x 100 x (10 -5) = £250 f;

W

& ¢
- s
™ 4 o
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Macroeconomic Calculations

GDP (Gross Domestic Product)
Formula:GDP=C+1+G+ (X~ M)

Example:
Consumption: £500bn ]
Investment: £200bn o .
Government Spending: £150br, L
Exports: £100bn ant B “:; o
X 4 -

Imports: £50bz, ¢ ) = b

() O -150 + (100 - 50) = £900bn

s

e

Unemp®yment Rate
Formula: Unemployment Rate = (Number of Unemployed / Labour Force) x |

Example:

e  Unemployed: 200,000

e  Labour Force: 2,000,000

e  Rate = (200,000 / 2,000,000} x 100 = 10%

Economic Inactivity:
Total Working Age Population (16+) — Economically Active Population = Ecoi

The economically inactive typically includes:

e  Students in full-time education e  Retirees

e  Those looking after family/home e Lo g-termsick or disak

e  Those who have chosen not to seek wor'{;“; ﬁ“j} ;ﬁis«éouraged workers

To calculate the inactivity rate: [T 5”3} ully T”ﬁéctive Population + Total Wao
f" i3 -

w
L

" o -
For exarm % iy has:
o T%rkmg Age Population: 1,000,000
e  Ec&@Tically Active Population: 650,000

Then:
e  Economically Inactive = 1,000,000 - 650,000 = 350,000
e |nactivity Rate = (350,000 + 1,000,000) x 100 = 35%

Economic Inactivity Rate © -

Inflation Rate
Formula: Inflation Rate = [(CPI Current Year — CPI Previous Year) / CPI Previc.

Example:

e  Current Year CPI: 120
e  Previous Year CPl: 115
e Rate=(120-115)/115x 100 =4.35% !

o Nw”i ’v
el 1 Y
RPI = (Cost of basket in current year = C2¢ 0 ’“@sw‘f in base year) x 100
gt

CPI = (Cost of basket in curre;‘:ﬂ Sl Mjn.m“bf basket in base year) x 100

Here are the key. dif * ¢ ~_vetween RPI and CPI:
Formug S

)h I % . S .
- rithmetic mean (adds up price changes and divides by numbe
e  CPl uses geometric mean (multiplies price changes and takes the nth ro

i
]
]
.
L

e

Housing Costs:
e  RPlincludes mortgage interest payments and council tax
e (Pl excludes mortgage interest payments but includes rental costs

A Level Edexcel Economics B Pre-release Resource Pack — 2025: Conflict / Trade-offs Page 1.
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Population Coverage:
e  RPlexcludes top 4% of earners and pensioner households dependent o1
e  CPlincludes all households, making it more representative

Basket of Goods:

e  RP|and CPl track different items

e  CPltends to be updated more frequently to reflect.«hanging consumer.:
e  Both include everyday items such as foor;wg'm \ }g, f:ransport

Mathematical Properties: e o
e  RPItypically shows hit st J;la‘f{ than CPI (usually about 0.7-1.0 perc:
e  CPlisconsirdes ﬂéiwn‘a”{hematically robust due to its geometric mea!

® UK’s official inflation measure and is used by the Bank of Engl.
e  RPIis still used for some index-linked government bonds and wage neg.

International Comparison:
e (Pl aligns with European standards {HICP — Harmonised Index of Consu
e  RPlis unique to the UK and is not internationally comparable

Budget Deficit
Formula: Budget Deficit = Government Spending — Government Revenue

Example:
e  Government Spending: £500bn
e  Government Revenue: £450bn

e  Deficit = 500 — 450 = £50bn deficit /
‘a4
{W’g f‘j} e
*.n {w : w L
s ,,g“‘j
e -
¥ % o
S
’E‘
¥ . )}s
- ’js
».v‘“"; -
ACIS
Y J . . 4
A A w
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Expansion: Microeconomic Calculations

1. Price Elasticity of Demand (PED) 2. Cross Price Elast|
. oo
e  Measures responsiveness of demand to e  Measures hou R
price changes responds to o /
e [nterpretation: ¢ |Interpretatial W
o  PED < -1: Elastic (demand changes more .. 5 o Positive | g/////%
than price) ol j 5 w coffee) ////Z///M
o PED=-1:Unitelastic (derzar * haigds o  Negative %/2
proportionally) | =" LJ° . and ink) ;//////////////%/Z//////%
o -1<PED =%+ 2 (demand changes o ZeroXED R
s o M;r,,;gﬁe) e  Business app 7N
& B = U: Perfectly inelastic o Product { 1
o @P/orld applications: o Competil N\ /
o Luxury goods (typically elastic) o Marketin WW%
o Essential items (typically inelastic) S
o Used for pricing strategies Pan™
3. Consumer Surplus 4. Producer Surplu: % /%
e  Represents difference between what e  Difference be p—e
consumers are willing to pay and actual price minimum acy ”/7
e Applications: e  Key considery %M
o Measuring consumer welfare o Product
o Policy impact analysis o Market s /////fff/
o  Market efficiency assessment o Supplye g/ %
e  Factors affecting: o  Used for: \ 7/
o Price elasticity ; o  Business ///M
o Market competition o o Market % /?
o  Government intervention - o fj 57 o Policy ey ”//////
S ——
,n & % 2
" ff’ w‘mjz - %////
i ' W o
ExpansionaM== 1 fo?io”ﬁdic Calculations ////
1. GDP nents
Detailed breakdown:
e  Consumption (C): e |nvestment ()
o Household spending o  Business investment
o  Services o Residential construction
o  Durable goods o Inventory changes

o Non-durable goods
s  Government Spending (G): e  Net Exports (X-M):

o Federal spending o  Exportrevenue
o State/local spending o Import costs COPYRIGHT
o Public infrastructure o  Trade balance
2. Unemployment Rate 3. Inflation Rate 4, By PROTECTED
Types of Unemployment: Measurem< " lethods: Co
e Frictional: Normal job e 7oA ur s Price Index o
transitions s . ()
o Structural: Skills misr\:;g“gn*‘” /" Producer Price Index iQ
e Cyclical: Econayia :‘f;;m’fnw (PPI) 9
e Se | ey e GDP Deflator

o

@

L

S€ _ | .

Consio®ations: e Demand-pull .  Education

e Labour force participation o Cost-push ;ﬁ
o
L
o

Mpatterns Types of Inflation:

o Underemployment e Built-in inflation
e Discouraged workers
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1. If price increases from £8 to £10 and quantity decreases from 150 to 120 unit:

2. Calculate the XED if coffee prices rise 25% and tea demand increases 15%. 4
3. What is the consumer surplus when maximum willingness to pay is £25, mark: /
200 units? p -

ifC = = - sl - ¢ 7

4, Calculate GDP if C = £600bn, | = £200bn, G = £30(;hr/ 7 {‘£150bn, and M= é////%/
5. With 300,000 unemployed and a labour force i’ "%L}QOOT‘ what is the unemp e
6. If CPIrises from 110to 116 overa 17~ ¢ 3 peﬁfod, what is the inflation rate /////%
7. What is the budget defici* i ‘per, "é;;;gfg £700bn and revenue is £600bn? sy
T 1 i . . . N

8. A 30% price incroais j:; 15 .o a 45% quantity decrease. Is demand elastic or it .
9. Calcuk Ju ¢ surplus if market price is £20, minimum acceptable price it / %
: . é |

10. If tea pi e 10% and coffee demand falls 5%, are they substitutes or com % //%

11. What is the GDP change if C increases £50bn but M increases £70bn?
12. Calculate PED if price rises from £15 to £18 and quantity falls from 200 to 150

T

]

o

o

13. What is consumer surplus if consumers would pay £30 but price is £25 for 100 ///f//////,
14. With CPI moving from 125 to 131.25 over a 12-month period, calculate inflatic g ;%
15. What is XED if product A's price rises 20% and product B's demand falls 10%" /////////
16. Calculate the unemployment rate with 450,000 unemployed in a 3,000,000 lab W%
17. What is the budget deficit if revenue is £800bn and spending is £950bn? %//M

18. If price drops 15% and quantity rises 30%, what is the PED?

19. Calculate producer surplus with market price £30, minimum price £22, and qu. ////////””
20. What is GDP if C = £800bn, | = £300bn, G = £200bn, X = £250bn, and M = £3 % //%
21. With CPlrising from 140 to 147, what is the inflation rate? /M//
22. Calculate XED if good A's price rises 40% and good B's 7¢.nand rises 20%. / 2
23. What is consumer surplus if maximum price is{f’}’w &‘y:f'(e _price is £35, and qu /////////////
24. If spending is £1,100bn and revenue i< {2 b Mﬂud{/‘ns the budget deficit? e
25. Calculate PED if price increasff Ty fr;; quantity decreases 50%. é//
(& “‘i; :‘:f’mw’d - W/
L L
invext: Starter Activity
Highlight the fpic references on the course which address the bullet points, highliy
and assign a level of priority A, B or C (A being highest). Present this in a table, using
BP1: The Nature of Economic Conflict and Trade-offs
BP2: How Markets Might Create Economic Conflict and Trade-offs
COPYRIGHT
PROTECTED
BP3: How Economic Policies and Regulations Might Craate Economic Cat
4
P G @

Ly
. ‘
BP4: The Impact of Econonl*l_rﬁ 1 l’ t 1.0 Trade-offs on the Economy, F

§

s &

g

e

e

b

BPS5: The@gé Which Economic Conflict and Trade-offs Can Be Avoi |
s  Education

i
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Economic Conflict

Examples of Economic Conflict

e  Labour Disputes: Workers may demand higher wages or better conditions,
costs. Example: strikes or collective bargaining negotiny: }\s

- o
e  Trade Wars: Nations impose tariffs or tra‘le sty =.,01s to protect domestic |
unfair practices. Example: The 115 *Tij v 2de war, where tariffs were impo.

w,,fy 5 3 -
. . @i 1 " .
e  Resource Conflicts: 70 1 25 2.08¢ over access to critical resources such as ol

it Ms‘f South China Sea over fishing rights and oil reserves

s

v
W

i

@ .ctions: Countries use sanctions to weaken rivals or enforce pal
against Russia following its actions in Ukraine.

e  Wealth Inequality: Tensions emerge between social classes or regions over .
opportunity. Example: Protests such as the ‘Yellow Vests’ movement in Fran.

e  Environmental Conflict: Tensions emerge between large corporations and l¢
Example: Conflict between Royal Dutch Shell and local companies and landa

Causes of Economic Conflict

Scarcity of Resources: Limited resources force parties to compete for access
Economic Inequality: Unequal wealth distribution often fuels resentment ai.
Globalisation: Trade imbalances and outsourcing can create tensions betwe.
Political and Ideological Differences: Economic policie *‘ed to ideologies (e |

create disputes. . g"j ,é o
P

Outcomes of Economic €1 fl -

| e

- N i e . .. .
e  Positive: It mav '»un o ‘. _+ms, innovations, or better policies (e.g. fair labal
. L . .
ar. ¢ tdlate into broader social unrest, economic downturns, ot

Students are\a#Ouraged to expand on this non-exhaustive list with other pollution
considerations, as per specification topic 4.3.1.

Expansion and Examples

Labour Disputes — Detailed Examples

1. Mining Industry Strikes
e  The 1984-85 UK miners’ strike involved 142,000 workers protesting min
e Led to fundamental changes in UK labour relations and union power
e  Economic cost estimated at over £3 billion

2. Modern Tech Industry Labour Disputes \
e Google employees’ 2018 walkout over sexual h A ment policies
®  Amazon warehouse workers” unionisativn'e "“?owt,:
¢  Gigeconomy conflicts over wo x¢ 3 :j;;smx:“.‘é;tién (Uber, DoorDash)
P\
Trade Wars — Historira’ (| i ¢ ;f.tmﬁ’bfarary Cases
1. US~Chy de 1052018 — Present)
josé“d tariffs on $360 billion of Chinese goods
e  China retaliated with tariffs on $110 billion of US products
e Impacts:
o Increased consumer prices
o  Disrupted global supply chains
o Affected agricultural exports
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2. Historical Examples

e  Smoot-Hawley Tariff Act (1930) deepened the Great Depression

e  US-Japan auto industry disputes in the 1980s
e  EU-US Boeing-Airbus subsidy dispute

Resource Conflicts — Global Hotspots

1. Water Resources -
. . . . - v
e  Nile River disputes between Egypt, Ethicpid | DA

and Sudan Y o ad

e Israel-Palestine watezi ccé: ;J«rizicf'ts

. s v e .
o  Central Asian 4 %  _aisfensions
n L
S

%)
1s — Complex Cases

e Impact on oil exports
e  Banking sector restrictions
e  Effect on civilian population

3. Russia Sanctions
e Impact on oil exports
e  Banking sector restrictions
e  Military conflict

Wealth Inequality — Global Manifestations
1. Developed Nations
e  US wealth concentration (top 1% owns 32%
of wealth) .
e  European housing affordability crisis.. fj} L
e  Urban-rural divides in develor ca - o ‘;on'fréjs
Tl 8

s
. -l . - .
Causes of Economic fan. =~ < ,ﬂsta‘i‘fed Analysis
iy . . ¥ s

3

e  Climate change impacts on agriculture
e  Competition for rare earth minerals
e  Energy resource depletion

3. Globalisation Impacts

e  Manufacturing job losses in developed countries
e  Wage pressure from international competition

e  Cultural tensions from economic migration

®

Corporate tax competition between nations

QOutcomes and Resolution Mechanisms
1. Positive Developments

e International trade agreements e *j’
e  Labour protection laws L il
e  Environmental standarc . fﬁ}‘ ="
e Anti-trust regul=i< . Ly >
° er ’j\j;ﬁén measures

3. Resolui ) \meworks

e International arbitration
Multilateral negotiations

Labour mediation systems

Trade dispute mechanisms
Economic cooperation agreements

P o
N

w

Oil and Gas

e  Persian

e Arcticr.

e \enezu.
dispute

North Korea |

e  Multilal
e  Financia
e |Impact.
Developing |\
o  Brazil's
divide
e SouthA
disparitis
o India'sc

Economic Ing

e Techno
e  Educatic
e Inherital
o Taxpoli
Ideological C.
e  Statevs

e  Property
e Roleofg
e  Environ:

Negative Coi

Political
Social fi.
Econon|
Environt
Interna.

i

A Level Edexcel Economics B Pre-release Resource Pack — 2025: Conflict / Trade-offs

Page 2.

s
p
b

W////W

|
s

i
i
i

gl

=
e

A

e
oo
fo

iy,

2
"

oo
S

e

s

e

o

P

|

2
i

sy
.

%, y |
//’////////////////
7/////////////7'
////////%
%
4 .
L | |
] |
éf/ //
L
g
// %
i °
L | | |
| |
) y |
Bt

WW

i
W%/

y
i,
g

COPYRIGHT
PROTECTED

g

o

 Education




1. What are the two primary conflicting interests in labour disputes?
R
2. Why do employers typically resist wage increase demands in labour disputes: W%
3. What specific action did both the USA and China take during their trade war? //
R
4. Name two critical resources that commonly cause disn« § in the South Ching ///
. . . L a . i
5. What event triggered widespread economic s s %;;mgafnst Russia? gy
, g . . . o
6.  What was the 'Yellow Vests' movz nu -.v;antf"é/pnmarlly protesting? \
- it
7. How can globalisation, 4 L woeconomic conflicts within societies? % % %
8. What pall C | . . can emerge from labour disputes? P
9. How d¢ wars typically begin, and what tools do nations use? | )
10. In what way can economic sanctions be used as a diplomatic tool? 7
11. What are three examples of scarce resources that often lead to economic cor. e
. . . . ///////////
12. How does outsourcing contribute to economic tensions? /////////
13. What is the relationship between political ideologies and economic conflicts? W, ;
P P g 4
14. Name two potential negative outcomes of economic conflicts. ////7
15. How can economic inequality lead to social unrest? )y
16. What role does collective bargaining play in labour disputes?
17. How do trade imbalances contribute to international economic tensions? 4 2
18. What is the primary goal of economic sanctions? R 4
19. How can resource scarcity affect international relations? / %
- | | /%
. . . N - By : N . P % /
20. What role does wealth distribution play in dor}g gt:j ?mmnc conflicts? 4
21. How can economic conflicts lead to ‘zee 0w -
- . . L
: . . i = . . "
22. What is the relationship b sen };m{éour laws and economic conflicts? ~
. Bl W e . H H . ///////////////////
23. How do cegipeit © = Joiric systems contribute to international tensions?
)". 7/ M‘;~ . - . . o :
24. What i{ @i ;arr‘fyrade restrictions have on domestic industries?
25. How do economic conflicts influence policy reforms? .
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
% COPYRIGHT
.
o
. PROTECTED
.
.
"m. %
i {w | “'fé a8 %
oY .
w %
% -
| iq
9
.
.
. ag
.
| +i
.  Education
o
.
.
.
.
o
o
.
.
|
L
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Trade-offs

An Explanation of the Common Trade-offs that Exist be
Macroeconomic Objectives

Trade-off B Explanation

. e
Increasing ezo’ o, 'j;jwwtﬁ causes the econo
emelagiig & “Pm:"ézs for remaining resources a.

Economic Growth and

inflation ' ® i . . ‘
5 PWhic m«é]y outpace the target inflation rate of |
= L . N ? .
./ _"Economic growth often increases pollution, nes
e depletion of non-renewable resources. The hiy
ascainability

the depletion.
During periods of high economic growth, the .
of production receive are disproportionate to .

Economic Growth and

Inequality leading to greater inequality.
Economic Growth and Economic growth driven by expansionary fisca
Balanced Budget budget deficit.

Economic Growth and

) Economic growth usually leads to higher incon:
Balancing the Current g ¥ &

in imports by households, thereby worsening ||

Account
Low Unemployment and Low | The closer an economy moves to full employm:
Inflation available for hire, and wage inflation will help |

Expansion and Examples

Economic Growth and Inflation e
. . . T |
en an econ ws rapidly, multiple il tic 2oy pressures emerge:
When a onomy gro dly, multiple i e ressur
1. Resource Competition e o

[ i ‘g'\;;,el prices from $30/ton in 2003 to over $180/ton by 2
3nré§ compete for limited skilled workers, wages rise sharply (v
e  FaCli®y capacity becomes fully utilised, leading to higher production co.

Ay e
e Example: Durinz.(- ;) . sooid growth in the 2000s, its increasing deman

2. Demand-Pull Effects
e  Rising incomes lead to higher consumer spending
e  Example: Australia’s mining boom in 2004-2012 led to significant wage |
pushing up local housing prices and general inflation

Economic Growth and Environmental Sustainability
The environmental Kuznets curve suggests environmental degradation first rises th
1. Industrial Phase
e  Example: China’s rapid industrialisation led to severe air pollution in cit
levels frequently exceeding WHO guidelines by 10-20x
e  Deforestation: Indonesia lost over 25% of its fai - & bver between 1990
economic expansion L A *\
2. Resource Depletion 4 { ' A
e  Example: Saudi - 4 =2ériomic growth has led to rapid depletion of
SUZsgll NE “N‘midﬁé depleted within 50 years

h rinerals essential for technology are being depleted at accel
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Economic Growth and Inequality
The relationship manifests in several ways:
1. Capital Returns vs Wages
e  Example: During the US tech boom of the 2010s, the wealth of tech con
exponentially while median wages increased only marginally
e  The ownership of automation technology concentrages wealth among ¢

.

2. Skill Premium e &
e  Example: In India’s IT boom, softwar e Gir mfé'”“salaries grew 10-15%
workers’ wages stagnated . f’i; e

e  Educational disn:;";w; - %’} ;a*if\}idening income gaps
‘; i ‘\‘ M

Economic ¢ "‘-an;aéﬁ“aéignced Budget

Governmen g ing to stimulate growth often creates deficits:

1. Infrastructure Investment
e  Example: Japan's fiscal stimulus in the 1990s pushed public debt to ove.
e  USinfrastructure spending typically requires deficit financing

2. Counter-cyclical Policies
e  Example: The 2008 financial crisis required massive deficit spending to
e  Tax cuts to stimulate growth often reduce revenue in the short term

Economic Growth and Balancing the Current Account
Growth typically affects trade balances:
1. Import Demand
e  Example: As South Korea developed, consumer demand for foreign luxu

e  Rising incomes lead to higher consumption of imnaiied consumer good:

L 4
2. Industrial Inputs - o fj’ o

e  Example: India’s growth has J2 jg uff!ir}:aports, contributing to its ¢
e Manufacturing grow*'s (1té 'Wi ;zmxf)r& imported machinery and raw ma.

e

w

b . o cow Inflation
9 elationship manifests through:

e  Example: In the US tech boom of the late 1990s, unemployment fell bet
e  Labour shortages in specific sectors can drive up wages across the econg

2. Capacity Constraints
o  Example: Germany’s low unemployment in 201819 led to capacity con:
e  When businesses operate at full capacity, they raise prices to manage ¢

These trade-offs demonstrate why policymakers must carefully balance multiple ¢
maximising any single economic goal.
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10.
1.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21
22.
23.
24.
25.

What specific commodity example was used to illustrate resource competition
in the 2000s, and what was its price change?

According to the environmental Kuznets curve, how does environmental degi.

economic development? ;

What percentage of its forest cover did Indonesia vy Je ween 1990 and 202(
-
What type of inflation occurs when busiea se Mgera’%e at full capacity and ra.s

Which country was used as 2 #ex 1 e ﬁfmfrastructure investment leading t.
of GDP? D

w‘ém of the 2010s, what contrasting growth patterns wei:
edlan wages?

In India’s IT boom, what was the annual salary growth rate for software engine
What is the primary reason economic growth typically leads to a worsening ¢
Name two types of inflationary pressures that emerge during rapid economic
What environmental concern was highlighted in Saudi Arabia’s economic gray
How did China's industrialisation impact air quality in Beijing, according to the
What economic relationship does the Phillips curve describe?

What was the unemployment rate in the USA during the late 1990s tech booi
How do educational disparities impact income inequality during periods of ec.
Why do tax cuts to stimulate growth often create budget deficits?

What was required during the 2008 financial crisis to prey ;nt economic collap
How does automation technology affect weal*' S S’t/} dtion during economic
In the context of environmental sw:’r - “.y, wffat are rare earth minerals n¢|
What happens to waqe el %S@"\ fon anweconomy approaches full employme
How dogg
What I

;va@e pressures in Germany during 2018-197
How does resource competition affect wages during periods of economic grc@

Yor M}wtﬁ“‘cyplcally affect import patterns in developing ece

Yé\}(c‘m ¥

.
What type of goods did South Korea's development particularly increase der%

Lz

What specific import category has contributed to India's current account defi

i

Why must policymakers balance multiple objectives rather than maximising

75
/i
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Research Context

« - « ' . . . . —
In this section you will find separate sections which detail the various aspects thal o
planning a response to exam-style assessment. /
W
Section 1: Basic Concepts PN ///
. L Y ot AN .
Economic conflict arises when competine jn 0 st v priorities clash over the allo | /é
. . T W » . .. Ut

These conflicts can occur at vario: . ¥ . aciuding between individuals, groups, o
0 £ LA G\ » -
are the primary caugesq 2E) f;i zieonflict. i 11
hhhhh
Explanation: e fundamental cause of economic conflict is scarcity. Resources s.| é
]
raw materials are limited, but human wants and needs are virtually unlimited. WW/%
o  Example: A government may face conflict over whether to allocate scarce la. e
//////%
urban development. /
| .
Divergent Stakeholder Objectives /
Conflicting Business Goals: Businesses often prioritise profit maximisation, while | /

may emphasise environmental protection, safety standards, or ethical practices.

o  Example: A factory polluting a river to minimise production costs can lead t¢

and environmental groups. g/ %

g
Consumer—Producer Conflicts: Consumers want affordable prices and high-qualii v 7
maximise profits, which may result in higher prices or lower product quality. // %
a | |
Employee-Employer Tensions: Workers demand Z;; &8 ‘?ng:i, benefits, and wa. 4
businesses aim to reduce labour costs to rorin v Copetitive. —

: . W
L\ " A

f -

H - r

| Income Inequality T4 4" w ////
Explanatior re \« - wincome distribution often lead to tensions between hi;

;adﬁ?ess inequality, such as progressive taxation or welfare pro

among stakefoiders.

o Example: Tax increases on wealthy individuals or corporations may be resiste
discourages investment and economic growth. .

L

Trade-offs in Policy Decisions 7
Explanation: Economic policies often involve trade-offs that benefit one group wh
creating conflict.

Economic Growth vs Environmental Sustainability: A government may
promote industrialisation for economic growth, but environmental
groups may oppose activities that harm the ecosystem.

COPYRIGHT
PROTECTED

Public Spending Priorities: Allocating government budge G5 é:lefence

instead of education or healthcare can create dis: gre {Wyé.,,»ts among

stakeholders. o Sdl

e Example: The introductior.c//al. ":,gga'w/jm”éasures to reduce public
debt often leads ¢, = iﬁs §;1‘r'-@’r’;iﬁthose affected by cuts in social

L
W

g
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Globalisation and Trade

Explanation: Globalisation can create conflicts between nations and within societl
perceived threats.

International Trade Conflicts: Countries may impose tariffs or subsidies to protec
retaliation and trade wars.

Job Losses in Domestic Markets: Offshoring and outsourgiy §an lead to econom

lose jobs while companies benefit from lower costzv © »

e  Example: Trade disputes between doun "’yéﬁ\wwﬁ developing countries over |
intellectual property nght< At ',,Mf s

L “M@’
v Ms e):stnbutlon

® Example. Conflicts between countries over access to freshwater sources, su.

Land Disputes: In regions where land is scarce or unequally distributed, disputes
can arise.
o  Example: Urban development projects displacing rural communities.

Market Failures

Explanation: When markets fail to allocate resources efficiently or equitably, con

Negative Externalities: Activities such as pollution and deforestation create socia
between businesses and affected communities.

Public Goods: Disagreements may arise over who should pay for or manage pub
defence, healthcare, and education. g
e  Example: Debates over government intervention ;f ot care markets to add

..... W at® .

ECuItural and Ethical Consideratior-. ~ , — 1

Explanation: Economic activi*i - %i} (,ﬂﬂ’jt with cultural or ethical values, espe.

operate in dlff@mnt ol i 0 wéxts

e  Examy in !@cmctlon of genetically modified crops may create conflict
farming W ces are valued.

International Economic Dependencies

Explanation: Countries often depend on one another for trade, investment, and fi
dependencies or exploitative practices can lead to tension.

Debt Conflict: Developing countries burdened by debt obligations may clash with ¢
o  Example: Disputes between developing nations and international financial it
austerity measures.

Rapid Economic Change

Technological Advancement: Automation and technological changes can lead to |
creating conflict between workers and employers. !

|
W

Economic Restructuring: Shifts from traditional ir ‘rwf o new sectors (e.g. the

energy) can cause social and economic tfr, ; . 4
e Example: The closure of coa'aiit A w.wﬁmg to unemployment and communit
i e

i

making. Unde standmg these causes is essential for pollcymakers and stakehold%
and design solutions that balance competing interests. fz

i
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1. What is the fundamental cause of
economic conflict?
a) Income inequality
b)  Scarcity of resources
¢) Globalisation
d) Technological advancement
18

{wi

2. A government deciding bessisen ! ~w«f§1§ scarce

land for agracuiturt wy “5‘ c@f'élopment is an
Lo »
nequallty

) Scarcnty of resources
d) Public spending priorities

3. Why might businesses and environmental
groups clash?
a)  Over income distribution
b) Due to divergent stakeholder objectives
¢)  Because of globalisation
d) Over access to public goods

4.  Which of the following is an example of a
consumer-producer conflict?
a) Workers demanding better wages

b)  Producers raising prices to maximise profltq

¢) International trade disputes
d) Companies offshoring Jobs 0 100
el

5. What economic is¢

¢)  Negative externalities
d) Trade-offs in policy decisions

6.  Which of the following is an example of a
trade-off in policy decisions?
a)  Austerity measures reducing social
programme budgets
b) Workers demanding higher wages
¢)  Consumers opposing high prices
d) Businesses prioritising profit over ethics

7. What can globalisation lead to within
domestic markets?

a) Natural resource conflicts
b) Job losses
o

Nile River are examples of conflicts over:
a)  Market failures

b) Resource ownership and distribution
¢) Cultural and ethical considerations
d) Rapid economic change

A e Morﬁjdsfferences in

oh

:

;f*

9. Which of the following

a)
b)

\
M |
:

s &

as

Land disputes
Automation inin.
Negative externa
Trade wars

10. What might cause con|
farming practices?

a)
b)
Q
d)

Market failures

Introduction of go
Globalisation anc
Rapid technologi.

11. What drives debt coni |
and creditors?

a) Divergent stakehy

b) International eco

¢)  Public spending p

d) Income inequalit

12. The closure of coal min
exemplifies:

a) Globalisation con

b) Technological ad

¢) Rapid economic |

> ‘ 5 Resource scarcity

a)

b)
9]
d)

14. Why might trade dlsp

a)
b)
Q
d)

15. What is a common o
technological advanc

a)
b)

‘fé What is an example of |

Governments pro
environmental co:
Employees seekii
Countries clashing
Workers protestl

D

Divergent stake
Income |nequah
International trac
Market failure

\§§§\

—

= —

i

Resource scarcnt |
Increased Iobal%

giobals
Job losses in spe
Negative extern
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Section 2: Market Dynamics

Market dynamics refer to the factors and processes that influence the behaviour |
including supply, demand, pricing, and competition. These dynamics often give r..
different stakeholders pursue their interests in the face of limited resources, mai.

Below is a detailed exploration of how market dynamics drive economic conflicts.
:

e AR -

Supply and Demand Imbalances ¥ o é”“ j f 5
Explanation: Conflicts can arise when thezc s misiatch between supply and del

price volatility or shortages. ., »  w/ ”

g s
Supply Shocks: Linex st ‘ﬁsm tions, such as natural disasters or geopolitical ¢
B anc coeating tension among consumers and producers.
2 dden increase in oil prices due to geopolitical tensions may lea
”.-—‘"
consumer discontent.

Demand Surges: Rapid increases in demand for a product, such as during a pando

affordability issues.

o  Example: The COVID-19 pandemic caused demand for medical supplies to e,
competition and conflicts over resource allocation.

Price Mechanism and Stakeholder Interests

Explanation: The price mechanism, which allocates resources through changes in
losers, leading to conflicts.

Consumers vs Producers: Rising prices may benefit producers by increasing profit
reducing affordability.
e Example: Housing markets often experience conflicts =« ween landlords (seg

. . o A
(struggling with affordability). g g"j} 5

Governments vs Markets: Governmente iy ;j;ervé!ne in markets to cap prices |

consumers, leading to resistan;2 ﬁ‘d?{,;;w&éé”ers,
S e

&

I I\ ricet Structures
Weructure and competitiveness of a market influence how resou

conflicts arise.

Monopoly Power: Firms with significant market power may exploit consumers by

choices, leading to public outcry and calls for regulation.

o  Example: The dominance of big tech companies such as Google and Amazorn
investigations and conflicts over market fairness.

Oligopolies and Cartels: Collusion among a few dominant firms can lead to highe:

competition, harming consumers and smaller competitors.

o  Example: OPEC’s control over oil production has caused conflicts between o |
oil-importing nations.

|

Market Failures o

e - —
Explanation: Market failures occur when markats r*a“ﬂﬁ*i Jlwocate resources efficier
economic conflicts. =\ T d

W : e

o A

Externalities: Negative exte . A sdch as pollution, create costs for society the
W

prices, leadinggm cci © v tween businesses and communities.

e Examp

‘01 emissions harming local air quality can lead to protests and

Public Goods and Free Riders: Disagreements may arise over funding and provisic
infrastructure or national defence.
e  Example: Debates over government investment in renewable energy to com
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Income and Wealth Inequality
Explanation: Market dynamics often result in unequal distribution of income and

economic conflicts. m——
. . . . e

Labour Market Dynamics: Wage disparities can cause tension between workers o ///
industries where profits are high, but wages remain stagnant. //4/////////////////
e  Example: Strikes in the gig economy (e.g. Uber drivers).oiler low pay and pou %//////
. ) . 7

Capital Ownership: Wealth concentration amongi'si {;i/s; 2gment of society can | =
. . . - - . . | . |
policies, such as higher taxes on the weg & Jicivdre often resisted by business é/%
- 2 | - e

gl f“"”” : M MM‘; ;//////////////;///////////2

— P AGRL 1
Globalisation and T=e. '\ ¢ —mics Pl
Explanatios ), & i_ndl'markets and trade dynamics introduce new dimension: / \
compete foi S mic advantage L /
Trade Wars: Protectionist policies, such as tariffs and subsidies, can lead to retal | W////Wé
trading partners. ——
e Example: The US—China trade war, involving tariffs on billions of dollars” woi| ////f//////f
. | w

supply chains. % /%

Offshoring and Outsourcing: The relocation of jobs to countries with lower labou -

. . 7////////////////7'
conflicts between workers and businesses. /
»//4/ s

S
e  Example: Manufacturing job losses in developed countries due to outsourciy - d—

. . . . i,
Technological Innovation and Market Disruption /// h
Explanation: Technological advancements can disrupt existing markets, creating . é ///
Automation and Job Losses: The adoption of automation can gjeduce costs for bu: ////”

)
and worker unrest. .\ % /%
o  Example: Conflict in industries such as retail 2.0t ﬂ:}uactﬁring as self-service Nt

: Ms,f . ey |
human labour. - B -

Y A
I f~«4w“~,{~f“‘ . . o
Plétform Economies: Comr S }i}.m“ﬁ Uber and Airbnb have disrupted traditio _
with regulatoregand = *gv.j euvusinesses. s ¥

i
i,

Explanation: Governments may intervene in markets to correct failures, redistrib
objectives, often leading to conflicts.

Regulations and Subsidies: Businesses may resist government regulations, such a
arguing they increase costs and reduce competitiveness.
e  Example: Subsidies for renewable energy companies can create tension with

Tax Policies: Higher corporate taxes to fund public services can lead to conflicts b
and businesses.

COPYRIGHT

Inflation and Unemployment PROTECTED
Explanation: Fluctuations in inflation and unemployment c=:: ed by market dynan
economic conflicts. e 1

X ;\ n.u‘f -
Inflation: Rising prices reduce purchasin i\ ::, ieading to conflicts between cor
the causes and solutions. ot \ &8 59
e Example: Workers 44 M’jf;ggﬂ’?gher wages to cope with inflation, creating |
Unemployi ’pcﬁarﬁigdownturns leading to lay-offs can cause protests and ¢ QQ

G

o  ExampiGag@iests during the 2008 financial crisis due to mass unemploymes“/f

- .

 Education
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Resource Allocation and Scarcity

Explanation: Markets must allocate scarce resources, but disagreements
over who gets access often lead to conflicts.

Housing Markets: Limited housing supply in urban areas leads to

conflicts between buyers, renters, and developers.

e  Example: Gentrification creating tensions between long- ime
residents and new, wealthier inhabitants. - a o 0

Energy Markets: Conflicts over access tc.» ’V'gbm«én'érgy during
crises, such as disputes over gas e o Turope.
W gfij

Conclusion ™

Market dynamics, driven by factors such as supply and demand, competition, glo|
intervention, are central to understanding economic conflicts. These conflicts rel |
between scarce resources and competing interests, highlighting the need for effe.

manage and mitigate disputes.

~O8*
f”if?;;“
g e
T gl ™
;.ﬁ ij
I
e ¢
pwl
Nt/

e

e

e

e

7

i
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What is a common cause of supply shocks?

a)  Automation

b) Natural disasters or geopolitical events

¢)  Consumer preferences

d) Technological stagnation - i
¥

What often results from demanf‘ 52y ié 1 a,mg crises?

a) Decreased competiti s oAt w/ ”

by Price epukor atdlio »;ﬁjr Moﬁ;/ issues

¥ i oyment

in government intervention

Which group benefits most from rising prices in
a market?

a) Consumers

b) Producers

¢y Governments

d) Regulators

What is an example of a conflict caused by
government price controls?

a)  Strikes in the gig economy

b) Protests against gentrification

¢) Landlords opposing rent caps

d) Public disagreement over climate change policies

What characterises monopoly power in a mari v fj ]

a) Increased competition gy Mw"’ h

b)  Exploitation of consume - ‘?i M;,A pfri'ces or
limited choices ., Ao " A

'"w}»eg multaple firms

What often resuits from collusion in an oligopoly?
a) Enhanced consumer choice

b) Increased market transparency

¢)  Higher prices and reduced competition

d) Lower costs for smaller competitors

Which is an example of a negative externality?
a) Rising wages in the gig economy

b)  Factory emissions harming local air quality
¢) Housing shortages in urban areas

d) Innovations reducing job opportunities

What drives free-rider problems in public goods?

a)  Overpricing of services g f”’wg
b)  Disputes over funding and plov’;pn ‘.
¢)  Scarcity of resources b

10.

11.

12.

14.

15.

= 3

Which group ofte.
aimed at reducing
a) Low-income
by  Small busine
¢) High-income
d) Non-governi

What is a frequen
a) Strengthenel
b} Reduced ecc
¢) Retaliatory ta|
d) Greater glob.

How does automa
a) Increases wa
b) leadstojob
¢) Improves job
d) Reduces con.

Which industry hat

economies such a.

a) Renewable e

b) Traditional tt.
industries

¢) Agricultural ¢

d) Healthcare sy

What conflict arise
renewable energy |
a) Consumers ¢
b) Resistance fr%fi*;
¢) Increased au
d) Monopoilsatg

L

What is a typical
a) Reduced wo
b) Increased p
¢) Conflicts be
d) Declining m

.

What often leads |
a) Automat|0ﬂ/
b) Limited hous
¢) Free-rider pr/
d) Decreased d
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Section 3: Economic Policies

Economic policies are strategies and measures implemented by governments to o
achieve objectives such as economic growth, stability, equity, and sustainability. =
involve trade-offs, leading to economic conflicts between different stakeholders

Types of Economic Policies /
Economic policies can be broadly categorised into fisciin ,gcw monetary policy,
these has implications for resolving or exacerkati %;,;bmic conflicts and trade

which cah address conflicts between high-income and low-income groups.
o Conflict: High-income earners and businesses may resist higher taxes, ai
investment incentives.

Public Spending Priorities: Governments must choose how to allocate limite

needs such as healthcare, education, defence, and infrastructure.

o Conflict: Trade-offs in spending priorities often lead to disagreements a.
education advocates vs defence proponents.

e  Trade-offs in Fiscal Policy:
Economic Growth vs Public Debt: Increasing government spending can stim|
higher debt levels, which could burden future generations.
o Example: Post-COVID-19 stimulus packages increased public debt in ma:

over fiscal sustainability. ;

e  Short-term Relief vs Long-term Goals: Policies 5. ci . Ftescuts may provide
funding for long-term investments such 2’ ir. %ft ture.

Inflation vs Employment: Central banks aim to maintain price stability, but i

(e.g. raising interest rates) can increase unemployment.

o  Conflict: Workers and unions may oppose tight monetary policy that pr(
job creation.

Borrowers vs Savers: Low interest rates benefit borrowers (e.g. businesses &
savers by reducing returns on savings.

o  Trade-offs in Monetary Policy:
Economic Growth vs Inflation Control: Expansionary monetary policy boost:
inflation. Conversely, contractionary policy curbs inflation but may slow grow
o Example: In the 1970s, many economies faced a trare-off between tackl
employment (stagflation). U

o R
W :

e  Domestic Stability vs Exchange Rate St " lit, 1\‘;::"10‘!}‘%5\10 stabilise domestic it
conflict with maintaining sta';j“;» B g:’»y,jgu rates, especially in open economig

e
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Supply-side Policy

Supply-side policies aim to increase productivity and the economy’s capacity to §:§§

Role in Economic Conflicts:

Labour Market Reforms: Policies such as reducing trade union power or int|

aim to increase efficiency but may face resistance from workers and unions.

o Conflict: Workers may view these measures as re<i: ing job security ang
them as essential for competitiveness o e "’é o

Privatisation and Deregulation: Pal; s stm@ owned enterprises or dere.

efficiency but may lead to iriqi. 0 v Xreduced access to essential services,

o) Conf:’ict: Publia A de Mrr’ﬁqay arise if privatisation leads to job losses ¢
si, e ¢ _id electricity.

Trade-JG 9. upply-side Policy:

Short-term Pain vs Long-term Gain: Structural reforms often involve short-i

unemployment, to achieve long-term benefits such as improved productivity

o Example: Reforms in Greece during the eurozone crisis led to austerity
widespread protests.

Efficiency vs Equity: Policies aimed at increasing market efficiency may wide,
tensions between different social groups.

Trade Policy

Trade policies, such as tariffs, subsidies, and trade agreements, directly affect eco
both domestic and international levels.

Role in Economic Conflicts:

Protectionism vs Free Trade: Protectionist measureg: ?n as tariffs, aimto .

may harm consumers and trading partners. v 4 "j -

o  Conflict: Domestic producers bf' 2 “)uménsumers face higher prices,
retaliate, escalating tracea N j >

Subsidies and Cra v + 0 M{:(ﬁ/}ernment subsidies can create conflicts betw
. hor ‘; o uuﬁwpetmon

»Wwi EU agricultural subsidies have caused disputes with developin:
distort global markets.

Trade-offs in Trade Policy:
Domestic Jobs vs Global Efficiency: Protecting domestic jobs through tariffs |
efficiency by distorting market mechanisms.

Short-term Benefits vs Long-term Relations: Trade restrictions may provide .
long-term diplomatic and economic relationships.

Environmental Policy

Environmental policies aim to address market failures such as pollution and clima

Role in Economic Conflicts: sl

Business Interests vs Environmental Goals: P ;*é: L jfch«as carbon taxes ang
with businesses seeking to mmumuse ) AT <
o Conflict: Industries relia7iud ¥ L “;,s ‘wuels may resist transition to renewal

-
economic cos’rc W ,f» «.‘.w‘f g

term but protect long-term env:ronmentai health. |
o Example: The transition to net-zero emissions involves significant upfrai
view as detrimental to competitiveness.

A Level Edexcel Economics B Pre-release Resource Pack — 2025: Conflict / Trade-offs Page 3.

e

S

///////////%

ey
\\\\\\\\\\\\\\\
] \\\\\\\\

| -

///////

e
oo
fo

iy,

o
\\\\\\\\\\\
=
\\\\\\\\\\\\\

i

o

e /

////////,,,

s,
\\\\\\\\\\\\\

S

.

S

e
il

g

\\\\\\\\\\

//

R,

r
\\\\\\\\\\\\

g

WW

S
e

e

N

gl

///////////

//
Wiy,

COPYRIGHT
PROTECTED

g

o

 Education




Welfare and Redistribution Policies

Redistributive policies aim to reduce inequality through social welfare programn&%
progressive taxation.

e  Role in Economic Conflicts:

Taxpayer Resistance: Higher taxes to fund welfare programmes can lead to ¢

individuals and corporations. il

o Conflict: Businesses may argue that high i o jucé incentives for inu.
Eligibility Criteria: Disagreements 0%« . se uver who should benefit from v
social tensions. e

T v JMW&
e  Trade-offegn R © '!-;}zioﬁ’ Policies:

':ieisey?Redistribution may reduce inequality but also dampen

.

o) Exaple: Universal basic income proposals face debates over affordabil

Conclusion

Economic policies are essential tools for managing economic conflicts and addre.
implementation of these policies often creates tension among stakeholders with ¢
Policymakers must carefully balance these trade-offs to achieve sustainable and |
recognising that no single policy can fully resolve all conflicts.

- fj :j -
{m 5 : \m.wj h
- 1 e
f..,f’ M{M‘f
e “‘;M""”) " A
3 j”‘
\..\\"J =
i
v . L
-  sz
. - W
i 3 4 }.w g
Wb\ 4
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e

1. What is the primary goal of fiscal policy? 9. What often result.

I
a) Controlling inflation such as tariffs? /
b) Managing the money supply a) Increased gl W

¢ Influencing econonﬁc activity thfough L ; b) Retaliation fi. g/////%
government spending and taxation ¥ a 4K Decreased do bt
d) Increasing market competition e " d) Improved gle m———
2. Which cgnfilct often arisesii an ;cgr»e%lve ‘Faxatlon? 10.  What role do subs T
a)  Businesses argi d ﬁiﬁm‘é earners resist a) Reducing don .
. - : : i . i,
gl o b) Encouraging ¢ /////////////
’ arc i . R F v
by w‘f: demand lower prices ¢ Increasing infl g/// //é
¢)  Ce®Eial banks oppose tax increases d) Creating dispt /%
d)  Savers and borrowers disagree over interest rates —
]
. ¢ 11.  Which policy tool | s
3. What trade-off is highlighted in fiscal polic o "
di bli g d.g ,5 policy externalities such . ////////’”’
regardin i nding? "
egarding public spending a) Taxcuts \ )

S

a) Shortwterm rﬁe%aef vs long-term goals b) Carbon taxes ///////////
b) Equity vs efficiency

) E . th vs inflati ¢) Deregulatior .

c conomic growth vs inflation d)  Interest rate a

d)  Public debt vs foreign investment W

12. What is a typical {
a) Businesses vi

by Consumers v

4. How does monetary policy typically control inflation?
a) By decreasing government spending
b) By raising interest rates
¢) By reducing taxes on high-income groups

////////%

i

g

G

i
i

r
o

c) Central bank. gy,
d) High-income {

e

d) By implementing tariffs on imported goods @l % /é
5. What conflict can arise due to low interes: ate iy /113, What s a trade-off e
monetary po§|cy? . f:j}% w w zero emissions? %////Z
a) Increased unemn'sy {:‘Mf 2 a)  Short-term co /
b)  Discages ' "ér';; avers and borrowers sustainability. W/////
) \ce fiom unions b)  Efficiency vs o )
d) R blic debt ¢) Economic st;
d) Wage increa§
6.  Whatis a common criticism of labour market reforms %
in supply-side policies? 14, What conflict aris§
a) They reduce market efficiency a) i_owwincome%
b) They slow economic growth basic incomg%
¢) They lead to increased public debt by Taxpayer res§
d) They harm job security and wages ¢) Central baﬂkﬁ
d) Environment%
7. Which example illustrates the trade-off between %
efficiency and equity in supply-side policies? 15. What is a comm@§ COPYRIGHT
a)  Tax cuts stimulating short-term economic growth income proposais% PROTECTED

b)  Structural reforms widening income disparities a) They decrease
¢)  Deregulation reducing market competitiveness_ - b) They are un§
d)  Protectionist policies encouraging domes, «§ %f,} 0 They increasé

d) Theyleadto

.

E
i

8. Whatis a common trade-off iz i« « fr::ﬁwyf”
a)  Domestic jobs ve. > e ffency

g

b)  Infleamn ¢o = v Lnemployment .
o f by \ 5 sustainability Qg
d) RE§EE@#HuUtion vs innovation EdUCQtEOﬂ

...
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Section 4: Impact on Firms

Firms operate in dynamic environments where economic conflicts and trade-offs

decision-making, operations, and overall success. Economic conflicts arise when o e

; . . /////////////////////&/

consumers, governments, and other businesses — have competing interests. Trac: /

prioritise certain objectives at the expense of others due to resource constraints.. W

detailed analysis of how these phenomena impact firms. .« %//

- & T A |

— {‘“’g ; Lo WM

o : ey | i g

Decision-making and Resource Alloc-2'r. 'y

Economic conflicts and trade-cffwur = ;..wf; to make critical decisions about resa .
£ E b
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o) Exale: Supermarkets during economic downturns may face conflicts .
demanding affordability and shareholders seeking profitability.

s

e

o

|

Government Regulation: Compliance with government-imposed regulation. //////”/’”’

)
environmental standards, may increase operational costs. % /%
o Conflict arises when firms prioritise cost-cutting but face regulatory pet g

e Trade-offs: /
Short-term Profit vs Long-term Investment: Firms may sacrifice immediate ¢ B

growth strategies such as research and development (R&D) or technology a.

o Example: Tech companies investing in artificial intelligence despite initia \

i

iy

\\\\\\\\\\\\\\\\\\

g

Operational Efficiency vs Social Responsibility: Companies may need to trag )
responsible practices, such as reducing carbon emissions ;Jr sourcing ethicall S

r
\\\\\\\\\\\\

i

.

\\\\\\\\\\\\\\\\

Competition and Market Dynamics  C°

Economic conflicts often arise from % 5&};&@ pressures firms face in their | /Z
Naht\ Y

e Impactof Conflict=: v ) — =/~ g

iri ‘;‘.q.ypéti?ig on price can lead to conflicts over market shart
iy the industry.

e

U

WW

Barriers to Entry: Established firms may conflict with new entrants threaten |
to strategic behaviours such as aggressive advertising or patent protection.

o  Trade-offs:
Market Share vs Profitability: Firms may lower prices or offer discounts to g
short-term profits.
o Example: E-commerce firms such as Amazon often prioritise market doi

immediate profitability. COPYRIGHT

Innovation vs Cost Management: To stay competitive, firms may invest hea.
costs in the short term. PROTECTED

g

 Education
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Labour Market Conflicts

Firms often encounter economic conflicts and trade-offs in managing their workfe

Impact of Conflicts:

Wage Disputes: Tensions between employers and employees over wages at
decreased productivity.

o Example: The gig economy faces ongoing conflic*s ‘er fair wages and &

a2
Skill Gaps: A lack of skilled labour can create w0t gﬁ:j&as firms struggle to fine
workers demand better training on: ot @,;iew’f

: Yoh\
Trade-offs: s “;Mi” .

3

Cost Conkaga! vii - "*g‘n ] e satisfaction: Firms must balance keeping labour cu
compe Tb)q la ies to attract and retain talent.
o  ExAg9#® Retailers may rely on part-time or contract workers to reduce

turnover rates.

Automation vs Job Preservation: Introducing automation to improve efficie.
creating conflicts with workers and unions.

Supply Chain and Resource Management

Economic conflicts and trade-offs often arise in firms’ supply chain and resource 1

Impact of Conflicts:

Global Supply Chain Disruptions: Geopolitical tensions, natural disasters, ot
chains, leading to higher costs and conflicts with suppliers.

o  Example: The COVID-19 pandemic caused widespread supply chain issu¢

costs and delays. ;

Sustainability vs Cost: Pressure to adopt sustaig'g;af »oa f;-tices in sourcing ra.
and create conflicts with shareholders sau kil ‘»’;;r;;waﬁw"ilm returns.

Trade-offs: . 7% jf .

Local Sourcing vs &5 "4 j;;;dﬁc”V: Firms may trade off lower costs of global

reputog@@Bbe 1 . . otlocal suppliers.

o EX w}:_%i‘gc: Food companies increasingly focus on local suppliers to appesa
cor¥timers.

Stockpiling vs Lean Inventory: Firms face trade-offs between maintaining le.
stockpiling to mitigate supply chain risks.

' Government Policies and Taxation

Economic conflicts often arise due to government interventions, such as taxation, 1\

Impact of Conflicts:

Compliance Costs: Firms may face higher operational costs due to regulatory
environmental standards or health and safety laws.

o  Example: The energy industry often conflicts with governments over carb

!
Taxation Policies: Higher corporate taxes can leac’ ;2 *n icts with governme:
W p’» . .

investment capacity. = >

Trade-offs: LR U

Profit Retention vs 7> . o Jxesponsibility: Paying higher taxes to supporn

W

retainegsg@fit. - vestment or shareholder dividends.
3 & e
|

Firms in heavily taxed sectors such as alcohol and tobacco mus
]

]
.

reduced regulation, creating conflicts with domestic workers and policymake
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Environmental and Social Responsibility

The growing importance of sustainability has introduced new dimensions of confll

Impact of Conflicts:

Stakeholder Pressure: Firms face pressure from consumers, governments, &
environmentally friendly practices.

o Example: Oil companies face conflicts over transi*ic ing to renewable et

profitability. g f’”jj‘f -
Brand Reputation: Conflicts can ariz+* = 1s vafl to meet societal expectatiol
reputational damage. ol ;m«f .
¥ 4
Trade-offeg .
Costv "?Em;:;ﬁif‘y; Investing in green technologies or sustainable practic.
but img ng-term viability.

o Example: Automotive firms investing in electric vehicles to comply with |

Growth vs Environmental Goals: Expanding operations may conflict with su:
difficult choices.

Technological Advancements

Technological progress can create economic conflicts and trade-offs as firms aday

e Impact of Conflicts:
Digital Transformation: Firms adopting new technologies may face resistani.
competition from digitally advanced competitors.
o  Example: Traditional retailers struggling to compete with e-commerce ¢
Cybersecurity Risks: Conflicts over data privacy and cyhesecurity can harm ¢
e Trade-offs: Wiy 5 .
Innovation vs Operational Costs: Invo:, Linwatting-edge technologies may
for competitiveness. WAl "4l
o Example: Bantic 2 ﬁwép”ting blockchain for efficiency despite high i1
Marke . "ta'ﬁ ,ﬂ,r.-&s’ﬁgacy Systems: Firms must decide whether to inves:
e -
outdat e runctional technologies.
Conclusion

Economic conflicts and trade-offs are inevitable for firms as they navigate comple
regulatory landscapes, and societal expectations. While these challenges can hing
also present opportunities for innovation and strategic adaptation. Firms that efi¢
interests and manage trade-offs are better positioned to thrive in a rapidly evolv |
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What economic conflict arises when firms prioritise cost-
cutting but face regulatory requirements?

a) Compliance with minimum wage laws

by Consumer expectations vs profit margins
¢} Cost control vs innovation

d) Taxation policies

Which trade-off is exemn! G By is ;:ns*f’}nc'&esting in R&D
despite high initia' &/
a) @ e ‘;w;f:,m{@long-term investment

b) o snaf;fficiency vs social responsibility
o MWt share vs profitability

d) Domestic operations vs offshoring

What often results from price wars in competitive markets?
a) Increased profitability for all participants

b) Reduced market share for established firms

¢)  Slim profit margins and heightened competition

d) Better relations between competing firms

What is a common trade-off faced by e-commerce firms
such as Amazon?

a) Innovation vs cost management
b) Market share vs profitability

¢y  Wage disputes vs job satisfaction
d) Local sourcing vs global efficiency

Which conflict is frequently encounte i le s

gig economy? Wl a8

a) Cybersecu)rity {'N;{‘ 2 gﬁ -

by Vi lisp . v jover fair pay and benefits

\potate taxes

der pressure to adopt green technologies

e

What trade-off arises when firms adopt automation?
a)  Skill gaps vs training costs

b) Cost control vs employee satisfaction

¢)  Stockpiling vs lean inventory

d) Automation vs job preservation

What issue do firms face when geopolitical tensions
disrupt supply chains?

a) Lower operational costs

b) Increased local competition

¢)  Higher costs and conflicts with suppliers
d) Reduced regulatory requirements

What is a benefit of local sourci v« ﬁ;};ﬁy”i
chain management? SE o M.J& @
a) Lowegcomiif <. meterials

i

b) { 'L’i?;@ i 1 1 utational risks
o IEG@¥d global efficiency
d) Higher reliance on stockpiling

10.

11.

12.

13.

14.

15.

What trade
taxation po|

a)  Profitrn
by  Operal

environ!
¢y Wage o
dy Consui

Which confl
industries s

a) Compl
b) Balanc

health o
¢) Skillgal

d) Increas.

Whatisaty
environmen
a) Stakeho

practice
b) Short-1
¢)  Autom
d) Llegacy .

Which trade
firms invest
a) Costve
b) Innova
¢) Localso
dy Market
What conﬂ?;é;ﬁ
transforma%
a) Skl gag
b) Resisté%f’
comp%

9 Wage%
d) Increa ;
L

.
What lsak§
edge techn
"

a) Proﬁt%
b) Innov&ﬁ
-

C) Marke%
d) Leaﬂif
L

What ISSU@%
.
systems ms§
a)  Skill gar
b) Wage ¢
¢) Costc
d) Marke

e
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Section 5: Avoiding Economic Conflict

Economic conflict arises when competing interests among stakeholders — such ai
governments, and workers — create tension in decision-making and resource allo.
natural part of economic interactions, strategies can be implemented to mitigate
promote stability, efficiency, and equity. Below is a detailed explanation of how ¢
in the context of: |

, Pl |
- Promoting Stakeholder Collaboration e -

e

Open communication and collaboraticisi fi?;)};swake olders can help prevent misuty

Engaging Stakeholders: F'x; ) ”’:;fwnrc\”imakers can engage with workers, consui
through consamtic = _rticipatory decision-making processes.

\10.1g employees in decision-making can reduce workplace disp
workin XS itions.

Corporate Social Responsibility {CSR): Firms adopting CSR initiatives can align th.
societal values, reducing conflicts with consumers and environmental activists.
o Example: Companies investing in sustainable practices to address environme

Balancing Trade-offs
Carefully managing trade-offs between competing objectives is critical to avoidin.

Equitable Policies: Governments and firms should strive for policies that balance |
progressive taxation systems or fair wages.
o Example: Implementing minimum wage policies that ensure a living wage while |

Long-term vs Short-term Goals: Firms and policymakers should communicate the
that may involve short-term sacrifices.
o Example: Transitioning to renewable energy sources mav.involve initial costs

sustainability and long-term economic beneﬁts; 0 0
_ et Wi
- Transparent Communication =

R - K ‘ S S
Transparency in decision-maki=a 5ro g.g;w%an build trust and reduce economic .
W

Government P

. ey
alicy Cin g jem'*‘communication of policy objectives and trade-oi

o ExampXgge#¥iding a roadmap for implementing carbon taxes helps business

Corporate Communication: Firms should be transparent about pricing, wage stri
impacts to maintain consumer and employee trust.
o  Example: Tech companies explaining price increases due to higher R&D inve

nvestment in Education and Training

Skill mismatches and labour market rigidities often lead to economic conflicts. Iny
can mitigate these issues.

Workforce Upskilling: Firms can avoid labour disputes by providing training prog:

skills, especially when adopting new technologies.

o  Example: Automation in manufacturing sectors often leads to conflicts; upsh
the transition. '

Government Support: Public investment in educati~y ai . vouational training pro;
unemployment and align workforce skills with e "ot Gémands.

8

L s

s
- o f,)M,.ttt. c |
- Addressing Income Ine~io! o, o>
Economic ings

promote hd

lity 1~ jor source of conflict between social groups. Measure

Redistributive®olicies: Progressive taxation and social welfare programmes can
o Example: Universal basic income (UBI) proposals aim to provide financial seq
conflicts over wealth distribution.

Corporate Initiatives: Firms can voluntarily address pay gaps and improve workit,
worker grievances.
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Regulatory Balance

Over-regulation or under-regulation can create economic conflicts. Striking a bal.

Fair Regulation: Governments should implement regulations that protect public

excessive burdens on businesses.

o Example: Balanced environmental regulations that allow firms to adapt ovel
climate goals. ;

Avoiding Trade Protectionism: Open trade policies ¢ X{Jc,,j international ecol
cooperation rather than retaliatory tariffs ontiad ﬁ‘} v

= ' 5

- Leveraging Technoiogv,ﬁl‘%;__ﬁj{g_{;dmn

Innovation cCogamldi > =) _rce constraints and reduce conflicts by improving eft

Technology! % Aolve Conflicts: Automation and artificial intelligence can optimi
. e .
allocation, ré##ing tension over scarce resources.

o Example: Smart energy grids that allocate electricity efficiently can reduce ¢

Innovative Solutions for Stakeholder Needs: Firms can use technology to create
different stakeholder groups, avoiding conflicts over standardisation.

Encouraging Fair Competition

Market monopolies and anti-competitive practices often lead to conflicts among |

Antitrust Laws: Governments should enforce antitrust regulations to prevent mon.
level playing field.
o  Example: Breaking up large tech monopolies to foster competition in the digi

Ethical Practices: Firms can avoid conflicts by competing fairly, avoiding deceptive |
consumer protection.

W

' Mediation and Conflict Resolution Mechanis ni g:j >

When conflicts arise, structured meckzr st ¢ o n help resolve them peacefully.
i -
Labour Disputes: Mediatiorn,2 . ‘%’?i;t,«a»éiéﬁn can help resolve wage and workplac.
. N 3 i
strikes or legalgattlas. 07
15yl 'fri“éunais provide a neutral platform for addressing confli

Trade Disputéé: International trade conflicts can be resolved through organisatic!
Organization (WTO), which provides a framework for dispute resolution.

' International Cooperation

Global economic conflicts, such as trade wars or resource disputes, can be avoide
and diplomacy.

Trade Agreements: Multilateral trade agreements reduce conflicts by ensuring mu
participating countries.
o  Example: Agreements such as the EU Single Market promote economic integr.

Climate Collaboration: Global initiatives such as the Paris Agreement encourage ¢
climate goals, reducing conflicts over environmental issusz @
’i ¥

Conclusion gy L b
Avoiding economic conflict reautirzuq A - =t se'measures by governments, firms, a
address underlying cause ", ~uge trade-offs effectively. By fostering collabo
and balancirgs@n » ‘;ﬁére’?ﬁfs, economic systems can achieve greater stabilit
PR OL1E long-term growth. -

eia)r,@‘:‘c‘n- -
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What is one benefit of engaging stakeholders in
decision-making processes?

a) Reducing the need for government intervention
b) Increasing operational efficiency

¢) Minimising workplace disputes over wages orf
working conditions
d) Lowering taxation for corporatic s 'M”"f

How can corporate, cu %ﬁs%i'lty (CSR)

¥ o du ’;@msc conflicts?

a) oo “ngwﬁijssness practices with societal values
b) i"*‘jf‘:}” solely on short-term profits

¢ By avo;dlng compliance with regulations

d) By increasing competition in the market

What type of policy balances efficiency with equity?
a) Progressive taxation systems

b) Trade protectionist policies

¢) Monopolistic market practices

d) Anti-regulation initiatives

Which approach helps firms gain trust and reduce
conflicts with employees and consumers?

a) Exclusive decision-making

b) Transparent communication

¢} Underinvestment in workforce development
d) Reducing wages )
) ’{v“} :
What is a potential way to mitigatecco x corfflicts
caused by automation? _, # - Ad

a) Eilmmaimg logagunk ") j;, w

b) ° {ngf; s _anffs
c) “.C’m upskilling and training programmes
d) AGE#y technology adoption

Which redistributive policy can help address
income inequality?

a) Universal basic income (UBI)

b) Increased corporate monopolies

¢) Eliminating all welfare programmes

d) Reducing minimum wage requirements

What is a characteristic of fair regulation?

a) Overburdening businesses with
immediate compliance

b) Protecting public interests without excessive
business costs

¢) Promoting trade protectionism o o f:}; .
d) Eliminating environmental polid'? T N

S s
What is one way tecw ”j 2,; "-Mued‘uce conflicts over
SCarce reggrCad’
b N wscf;ohes on resource production
: g operational complexity
¢) Restricting access to new technologies
d) Implementing automated resource
allocation systems

o

\"¢
o

10.

11.

12.

-

13.

14.

15.

Why are antitrus.
economic conflic.
a) Theyhelp fii
b) Theyenforc.
stabilise ma |
¢) They prevern
competition
d) They promci

How can mediat .
a) By enforcing
b) By avoiding .
¢) By reducing |
d) Bydelaying

Which internation
trade conflicts?

a) Nationalisec
b) Multilateral
¢) Progressive
d}  Minimumw.

What is one beng
the Paris Agreen
a) Promoting b

climate polic
b) Reducing co
¢) Encouraging

climate goal
d) Avoiding lon

Which strategy ca
and improve woii
a) Relying exc%
b) Reducing
) E!ammatmg
d) Voluntarily

How can firms u
stakeholder nee

=

a) By limiting

b) By deve!opz
specific gro/

¢) By avoudmg%
mvestment%

d) By reducméf
with stakeh

What is a key be§
.

agreements?
a) Promoting
trade polici

b) Ensuring m
participant ¢

¢) Reducing t
in markets

d) Allowing co
without co

=

g

-

L
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Section 6: Impacts on the Economy

Evaluating the Impacts on the Economy of Economic Conflict and Trade-offs

Economic conflicts and trade-offs are inherent in decision-making processes with
While they can drive progress and innovation, they also pose significant challeng.
impacts on the economy. Below is an evaluation of these impacts, focusing on the

across key economic dimensions. il
e 4.
— i{'”m’g . L
Impact on Economic Growth PN a4
Economic conflicts and trade-cf5<cdr. i ;.we%”e both the pace and sustainability o
N 7
- .

e  Positive begacive " 1
1ceion Optimisation: Trade-offs encourage prioritisation of scar
more e gl economic outcomes.

o) Exap/e: Governments investing in infrastructure over short-term cons.
long-term growth.

Innovation and Competition: Conflicts, such as competitive rivalries, push fii
efficiency, driving economic progress.

e  Negative Impacts:
Disruption of Growth: Conflicts such as labour strikes, trade wars, or politic.
production and supply chains, slowing economic growth.
o Example: Brexit-induced uncertainties affected investment decisions in |

Inefficient Trade-offs: Poorly managed trade-offs, such as excessive austerity
aggregate demand and hinder recovery from economic downturns.

Impact on Employment N

.....................

Employment levels are highly sensitive to ecorpn é’Eﬁ’iA:ﬁcts and trade-offs.

. e
e  Positive Impacts: ¥ .1 A
., - A N L
Job Creation in New:.5 - )\ rs. Trade-offs, such as transitioning to renewable ¢
and emzsgine . . tcunities.

zTn’é“ rise of green energy sectors has led to the creation of job.

e  Negative Impacts:
Structural Unemployment: Conflicts arising from technological advancemer |
traditional sectors.
o Example: Automation in manufacturing displaces workers lacking the sk

Labour Market Rigidity: Trade-offs between wage increases and employme
reducing their workforce to cut costs, leading to higher unemployment.

Impact on Income Distribution

Economic conflicts often exacerbate income inequality, while trade-offs can influe

|
e  Positive Impacts: N

Ta - . .
Redistributive Policies: Trade-offs involving (1o« = sive taxation and social
) S
inequality and improve living stard vu . )
o Example: Universal b2 itz «« systems funded by higher taxes provide &
y,r i

A e

e

advanced economies.
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Impact on Inflation and Price Stability

Economic conflicts and trade-offs can have varied effects on price levels, influend

e  Positive Impacts:
Cost-reducing Innovations: Trade-offs that prioritise technological advance,
and stabilise prices over time.
o Example: Advances in technology have reduced t:; tost of consumer el
e  Negative Impacts: . o f Js 7
Cost-Push Inflation: Conflicts suchaisvi s w,;disﬁﬁtes or supply chain disruptic
costs, leading to inflation = '~ M g~
o Examnle: The ‘?J"’.Egl :;aT{uppiy chain crisis raised prices for goods acry

-.!n,ﬁati“éh: Overemphasis on stimulating aggregate demand thr
@’ conomies and inflationary pressures.

Impact on International Trade

Trade conflicts and trade-offs significantly affect the balance of trade and interna

e  Positive Impacts:
Diversification of Markets: Trade-offs, such as shifting focus from traditiona
reduce dependency and enhance resilience.
o Example: Firms expanding into Asia-Pacific markets to reduce reliance ¢

e  Negative Impacts:
Reduced Trade Volumes: Trade conflicts, such as tariffs or sanctions, disrup!
frade volumes.
o Example: The US—China trade war led to increased costs for businesses

Global Instability: Protectionist policies beca'fs ﬁj ﬁn&mic conflicts can h.
reducing overall economic efficiencv.. © .

w 4 24 G
i N r A

 Impact on Governmen™ 4 i .

Policy Reforms: Conflicts can drive necessary reforms, such as improving tai

market inefficiencies.

o  Example: Fiscal discipline measures adopted after economic crises ofte
public finances.

e  Negative Impacts:
Policy Uncertainty: Prolonged conflicts over policy decisions, such as debt ¢
create uncertainty, deterring investment.
o Example: The 2011 US debt ceiling crisis reduced business confidence a.

Impact on Business and Consumer Confidence A
; : AL :
Confidence levels among businesses and cons'm (rs’c = /istical for economic stab
) W
S W W
e  Positive Impacts: SO0 JU

Conflict Resolution Roon %inehc'e: Effective resolution of economic coli

or trade Zgals, ©. e« reconfidence and stimulate economic activity.

S L
e Negati cts: |
Erosion ur Confidence: Prolonged conflicts or poorly managed trade-offs can

to reduced investment and consumption. .

D

o

o  Example: Political instability in emerging markets often results in capit
consumer spending.
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Impact on Sustainability

Economic conflicts and trade-offs increasingly influence environmental and socia

e  Positive Impacts:

Green Investments: Trade-offs prioritising sustainable development lead to.

environmental impact.

o  Example: Policies encouraging renewable energy. i estments help comi

4
ety
Short-term Focus: Conflicts over/irine . w2 economic needs can delay critic:

e  Negative Impacts:

. rF <% =
exacerbating long-term e eﬁnr{wg;;ateﬁjchallenges.

o Examnle: Reli; z:}v’% :‘:;ssﬂjfueis to drive short-term growth increases ¢

s
p
b

W////W

i
i
i

gl

-

=
e

Evaluation ¢

The impacts of economic conflicts and trade-offs are multifaceted, with both post

depending on how they are managed.

Positive Qutcomes:

When effectively handled, conflicts and trade-offs can foster innovation, improve

equitable and sustainable economic systems.

Negative Outcomes:

i
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Poorly managed conflicts and trade-offs can create inefficiencies, exacerbate iney

confidence, ultimately harming long-term economic stability.

The key to minimising adverse impacts lies in proactive governance, transparent ¢ S
cooperation among stakeholders. Policymakers and firms must strive for balance. e
: i . . | w
immediate needs and long-term goals to ensure a stable O %u:lusave economic ¢ e /é
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What is a positive impact of economic trade-offs on

resource allocation?

a) Overemphasis on short-term consumption

by Inefficiency in resource distribution

¢)  Optimisation of scarce resources e
o J

d) Creation of labour market rlgudatues .

Which of the following is za /gati e“mp%ct of
economic conflictest o »5\@

d) Diversification of resource allocation

How can transitioning to renewable energy positively

impact employment?

a) By creating new industries and employment
opportunities

b) By reducing job opportunities in traditional
energy sectors

¢) By increasing the risk of structural unemployment

d) By eliminating the need for workforce upskilling

What is a negative impact of technological
advancements on employment?
a) Creation of new job sectors

b) Job displacement in traditional andustnes e fj
¢) Reduction of labour market rmv -
d) Increase in overall work‘{ﬂ& {, x Jpa’tson

D

Mp “ycan reduce

b)  Progressive taxation and social welfare
programmes

¢) Trade protectionism measures

d) Deregulation of labour markets

What is one cause of cost-push inflation?

a) Increased competition among firms

b) Diversification of trade markets

¢) Technological advancements reducing costs
d) Supply chain disruptions or wage disputes

What is a positive outcome of shifting trade focus to
emerging markets?

a) Increased reliance on traditional marknts -
b) Reduction in global market stnbf« . 4
¢)  Enhanced resilience a:g‘ red N i Mépendency
d)  Increased tariff a4 w

Na

s $ 4

"’;au;f impact of protectionist policies on

a) Promotmﬂ of free-market competition
b) Reduction in global economic stability
¢) Diversification of supply chains

d) Increase in trade volumes

o

b

v

Y

10.

11

12.

=

o

13.

14.

g

government polic:
a) Encouragen.
by Creation of ¢
¢) Reduction ii
d) Short-term o

How can prolong.
business confider.
a) Stimulating |
b) Restoring cal
¢) Deterring in.

consumptici
d) Boosting my

What is a positive
prioritising green
a) Increased re |
b) Delayed ad¢|
¢) Highershor.
d) Cleanerene
environmeni

What is a negative
immediate econa.
a) Investments
b) Increased cal
¢ Delayinada
d) Reductiona

How can conflicts
distribution?

|

a) Widening 3[’%
b) Encouragerg
taxation poé

¢)  OQutsourcin
d) Eliminating

What is a benefi
effectively?

a) Restored b
b) Increased c
¢) Delayed ec
d) Reduced i |n

= \\\\\\\\_\\\\\\\\\\\&m\\\\\\\

.

.

What is a key fa
impacts of econat
a) Prioritising |

s

*)
S
[le]
e
@
3
LB

b)  Adopting r%
¢) Proactive gc%

cooperat;om/
d) Reducing tr ‘{
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Section 7: Role of Individuals

The Role of Individuals in Economic Conflicts and Trade-offs

Individuals play a pivotal role in economic conflicts and trade-offs as consumers,
investors, and citizens. Their decisions, preferences, and actions influence how ro.
conflicts are resolved. This analysis explores the multifaceted role of individuals, |

Individuals as Consumers

<
Consumers are central to dem-a ~sic 2 vy
i) L . . . .
Driving Market Dems. (" (2 :’ghmer preferences influence firms’ production decisic
o Examp{ 15 kec .agconsumer demand for sustainable products pressures b

enviror@ & ly friendly practices, creating trade-offs with cost structures.

L

Triggering Price Conflicts: Consumer resistance to price increases (e.g. due to inf.
disruptions} can lead to conflicts with producers.
o Example: Protests over fuel price hikes often result in governments or firms |

Influencing Policy: Consumers influence government trade-offs through voting a.
such as price controls and subsidies to mitigate economic pressures.

ndividuals as Workers

Workers are key stakeholders in economic conflicts and trade-offs, particularly in

Wage and Employment Conflicts: Workers demand fair wages and better workin
with employers aiming to minimise labour costs.

o Example: Strikes over wage disputes (e.g. in public sectors) reflect workers”

between income and business profitability. s

. " A
Skills and Productivity: Individual investment in ¢ fur. *rrand skill development
economic trade-offs, such as automati» v+« employment.
o  Example: Workers acquirt = a‘i;f} 3;5&11’1’}5 may ease transitions to tech-driven |
conflict. LA 47

] s i
AW Uokers organise through unions to amplify their voices in resc
G ing hours.

Collective J
benefits, an.

ndividuals as Entrepreneurs

Entrepreneurs act as catalysts for innovation and economic growth but also navig

Resource Allocation: Entrepreneurs decide how to allocate scarce resources suc
directly engaging in trade-offs that impact market dynamics.
o  Example: Balancing investment in R&D with current profitability goals.

Conflict Resolution: Entrepreneurs often mediate conflicts between stakeholder.
affordability and investors seeking high returns.

Driving Change: Entrepreneurs introduce disruptive innovations that challenge ti.
new opportunities, sometimes leading to conflicts with incurrbent firms.

W

Individuals as Investors o

Investors influence economic trace 1 - sugh their choices in allocating capital
Risk and Reward Trade « # “st0Ts face trade-offs between high-risk, high-ret
o 1 ierds.

Sorting start-ups versus established companies impacts resourt

Market Stability: Collective actions by investors, such as panic selling during econ
conflicts and create volatility.

Ethical Investment: Growing trends in socially responsible investing (SRI) reflect it
economic objectives with broader societal values, reducing conflicts related to su:
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Individuals as Citizens

As citizens, individuals shape economic conflicts and trade-offs through political 3

Advocacy and Lobbying: Individuals advocate for policies addressing income inei
healthcare access, influencing government trade-offs.
o Example: Climate activists pushing for stricter environmental regulations hig

economic growth and sustainability. ;

Electoral Influence: Voter preferences impact govwv e 5prr€>r§t§es, such as bala

service provision or choosing between ar..t< * «a..riscal stimulus.
o Example: Election outcomf} e 5\ 2.adies often reflect public sentiment ot
s

w

. s w
Social Movements: Citid /s sa W;Nam‘éte in protests or movements to address perc
ir 3 \Lurpractices.

M\,ﬁ

- Balancing Personal Economic Goals

Individuals also make personal trade-offs that collectively influence the economy.

Spending vs Saving: Individuals decide between current consumption and future |
demand and investment levels.
o Example: High savings rates during uncertain times (e.g. recessions) can exa.

Work-Life Balance: Choices about labour supply, such as working hours or pursu.
personal trade-offs that impact labour market dynamics.

Resolving Conflicts and Trade-offs

Individuals contribute to resolving conflicts and optimising trade-offs through the

Collaboration: Individuals engaging in dialogue with emplovsis, policymakers, ar
mediate conflicts. e f 5

o Example: Workers accepting temporary 18 \f:jm:é)s during economic crise:
Adoption of Innovations: Consiirict 51 ~sorkers embracing new technologies ¢
and ease transitions in irdu - < w7

s

T . . . .
€5 . )s..-w;"ﬁual commitment to sustainable consumption and inve

Sustainably !
L @ societal conflicts.

environmer!

Evaluation and Conclusion:

The role of individuals in economic conflicts and trade-offs is profound and multii
exacerbate tensions through conflicting demands, they also hold the power to re.
optimise trade-offs.

Positive Outcomes:
Informed and proactive individuals can drive innovation, sustainability, and equii.

Challenges:

Divergent interests and limited information can lead to inefficiencies and heighte!
The impact of individuals ultimately depends on their collf—:c*i e awareness, collap
changing economic circumstances. By fostering eduicran ) “{reasparency, and con

institutions can empower individuals to mak» lec "‘:i;;msﬁﬁt align personal and so
Ve s
i g’ 3 .»f“’

s
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How do consumers drive market demand?

a) By resisting sustainable products

b) By influencing production decisions
through preferences

¢) By increasing price conflicts without -
affecting firms Y o
d) By avoiding environmentally fic iy o actscé’;

What is an examolﬂ e :j; b anﬂuencmg policy?

a) wﬁ;@ controls or subsidies
b) oo g wr’reduced wages
c) @ ng strikes for better working conditions

d) Invetmg in high-risk, high-return ventures

How do workers influence economic trade-offs
through skill development?

a) By resisting educational programmes

b) By reducing the need for automation

¢) By transitioning to tech-driven industries
d) By rejecting new productivity tools

What is a role of unions in economic conflicts?

a)  Amplifying workers' voices in wage and
benefit conflicts

b) Supporting employer cost-cutting measures

¢)  Minimising collective bargaining efforts

d) Reducing wage disputes without negotlatnon .

How do entrepreneurs contrlbute +’) L on af'{d

economic growth? wah\\ 4

a) By avozdlna resga e f’f“,.,afaon decus:ons

D

b) Ry 3ta AL ‘. iiitional market dynamics
OGN 1o ;ngﬂtzf) mediate stakeholder conflicts
d) BS@@##ducing disruptive innovations

What trade-off do investors face in economic

decision-making?

a) Choosing between high-risk, high-return ventures
and safer investments

b) Supporting labour unions over employers

¢)  Balancing current employment and profitability

d) Ignoring societal values in investments

How can investors influence sustainability?

a) By avoiding ethical investments

b) By prioritising only high returns over social goals
¢)  Through socially responsible investing (SRI)

d) By supporting short-term market instabna»w f“‘} |

?’W \ )' ")M“; i
What role do citizens play i m 2ty 7%#,; "
a)  Opposing govern ) N\ = Lotfs for healthcare
b) Am*““‘vnr‘* . ﬁy&;nt@ua!sty
‘ ’g ; %my’mg efforts for social change
.ng for policies such as climate

ge regulations

3=

A 4

Wi

10.

11.

-

12.

13.

14,

15.

How do voter pre
a) By eliminatii
economic p.
b) Byignoring
fiscal stimuli
c) Byshaping i
taxation and
d) By prioritisit
public conct.

How do persona |

saving affect the @

a) Theyhaver.

b) Saving decrn.
recessions

¢) Spending re.

d)y Highsaving:
slow the eca

What is an examp
market conflicts?
a)  Workers dei:
increases du.
b) Workers acce
preserve job:
¢y Employers ro
d) Strikes aimey

What is the impa.

by individuals?

a) Resistance to

b)  Reducing cal
in industries.

¢y  Amplifying

d) Delaying eco

e

How can sustaing

reduce conflicts?

a) By increasi
challenges

b) By prioritisi

¢) Bylowering
tensions

d) By avoiding |

——

m

i

.

What is a challe
economic conflict

S

a) Avoiding e
b)  Aligning peg
) Supportmgi
d)  Amplifying &
collaboration

What strategy ¢
trade-offs?

a) Reducing ¢
b)  Promoting
¢)  Enhancing
d) Prioritising b

.

-

iaE
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Section 8: Case Scenarios

Below is a list of illustrative case scenarios representing different types of econot
These examples highlight the diverse ways in which decision-making involves cor

s

. /////////////////////?/
allocation of scarce resources. /
W

e

R rF 4 i,

Trade-off between Growth and Inflation > | ( / //%
A . : i &

Scenario: Expansionary Monetary Policy — A centuaic {i};swéérs interest rates tc .
. . . ' - .
encouraging borrowing and spendsn,q.x o) s i (W
Conflict: While growth increasgs iext s ;gmféemand may lead to inflationary pre.: p—

e
\\\\\\\\\\\\\\\
S

Example: The US Federa ¢ }fs :; yﬁolicies during economic recovery periods, st
crisis, someg ey 0 _ricerns over rising inflation.

s

iy,

2
i

oo
S

o

' Trade-off between Environmental Sustainability and Economic Growth
Scenario: Fossil Fuel Dependence — A developing country continues to rely on co.
industrialisation and economic growth. WZ
Conflict: Short-term growth comes at the cost of long-term environmental degra. /
Example: China’s rapid industrial growth in the 2000s led to significant pollution \ Nt

E 7////////////////7'
- Conflict between Equity and Efficiency /

S
® . . - - . A
Scenario: Progressive Taxation — A government increases tax rates for high-incom
and reduce income inequality.

i

e

R
iy,

|

2
i

i
P

A

Conflict: This may reduce incentives for investment and productivity, potentially ho g/ %
Example: Nordic countries such as Sweden and Denmark have high tax rates, bal. \ /
potential economic inefficiencies. Van™
Trade-off between Public Spending and Fisci Ry oz onsibility —
Scenario: Austerity Measures — A coi.it 71 L iy high public debt cuts governmen % /Z
education to reduce the fisca! ﬁiii; LB //i/;
Conflict: While fisca! b, ; j’%p‘»mi'es, the reduction in public services can lead t¢ .

. austerity policies during the European debt crisis caused wides
economic stagnation.
Conflict between Technological Advancement and Employment
Scenario: Automation in Manufacturing — A company automates its production |}
reduce costs.
Conflict: This results in job losses for workers, creating economic and social tensiy
Example: The adoption of robotics in automotive manufacturing in developed ec.
led to significant worker displacement. COPYRIGHT
Trade-off between Free Trade and Protectionism PROTECTED

Scenario: Import Tariffs — A country imposes tariffs on imn<* 2d goods to protect
Conflict: While local businesses benefit, consumerufi ce ﬁ;. \j‘g‘;her prices, and intern.

4 i
may suffer. <\ e w
Example: The US—China trade w*s}..;,‘;\ 14 229) disrupted global supply chains an L
and consumers. aw') o A E9

o

) Economic Development and Cultural Preservation

Qg
Scenario: Urbaﬁ“ékpansion — A government promotes urbanisation to attract inve ' EdUCQt!Oﬂ

Conflict: Expansion may lead to the displacement of indigenous communities and {
Example: Large-scale infrastructure projects, e.g. India’s construction of dams in trii
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Trade-off between Short-term Profit and Long-term Investment
Scenario: R&D Spending — A pharmaceutical company chooses between allocatin
dividends or investing in research for new drugs. T—

S

Conflict: Focusing on short-term gains may harm long-term innovation and comp. W%

Example: The decision by some tech firms to prioritise quarterly earnings over long /

p

| Conflict between Health and Economic Activity .~ )
i X : oy S _

Scenario: Pandemic Lockdowns — Governmen®: it ipo ,;;,,éc‘kdowns during a panc. r—_—

. . . B R 7 . . .

Conflict: While reducing infection ratz: i ne 1aasures lead to economic contract \ ¥

Example: The COVID-19 lockd i is'in Eszaélgmﬂcantly impacted global econom | |

g b o L

§ 7 = 4 % % %

”er‘;,gg(‘iéijlture and Industrial Development

B #. Allocation — A country prioritises industrial parks over agricul.
manufacturing output.

Conflict: This decision may harm food security and displace rural communities.
Example: Brazil’s focus on industrial zones has sometimes clashed with the presery.

iy,

2
i

oo
S

o

i

e

e
//////////////y/

i,
I
.

|

2
i

i
P

A

Conflict between National Security and Economic Integration s

Scenario: Sanctions — A nation imposes trade sanctions on another country for go /////////////////
Conflict: While advancing national security goals, sanctions disrupt global trade @ /

R
. . . . . . . S
Example: Western sanctions on Russia following its actions in Ukraine have affecte.

////////%

i

g

Trade-off between Infrastructure Development and Public Welfare

Scenario: High-Speed Rail Projects — A government invests heavily in infrastructu:
rail to boost connectivity and economic growth. Vo

F

i
i

&

Conflict: Funds are diverted from immediate social welfawi i, fiads, such as healthe Z /?
Example: India’s investment in bullet trains has stk {d;i}wbafé\es over the priorit. ./

| e el -1

~ Conflict between Consume=.? ofe 1 uirand Corporate Interests ~
Scenario: Stricter Reg:l t."“’.{;i :futhorities introduce regulations to ensure produci <
Conflict: Cc NCe \Creases costs for firms, potentially leading to higher prices
Example: EU ‘ rotection laws (GDPR) have increased consumer privacy but al
for businesses.

' Trade-off between Urbanisation and Environmental Quality
Scenario: Housing Development — A city expands residential areas to accommoda
Conflict: Urban sprawl can lead to loss of green spaces and increased pollution.
Example: Rapid urbanisation in cities such as Jakarta has led to significant environ

 Conflict between Globalisation and Local Economies
Scenario: Outsourcing — Multinational corporations outsource production to coul COPYRIGHT
Conflict: While this reduces costs and prices, it may harm domestic industries and l¢ PROTECTED

Example: Outsourcing of manufacturing jobs from the US to China has caused politi

|
W

o

»

Trade-off between Economic Growth ardn. 'f\r’i]ri';wﬁéqualitv

Scenario: Deregulation of Markete -¢ "i}iy;;,ment removes regulations to promu
attract investment. € ‘yy A

Conflict: Whilegrovdi o 3 ‘rates, wealth becomes concentrated in fewer hands
Example: T

ot secn giants in deregulated markets such as the US has amplif QQ
 Education

g

Conclusion

These case scenarios illustrate the complexities of economic conflicts and trade-¢
contexts. Each scenario requires careful analysis and balancing of priorities to ac\
highlighting the importance of informed decision-making in addressing economi¢
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What is the primary conflict in a trade-off between

growth and inflation during expansionary

monetary policy?

a) Increased unemployment

b) Excessive demand leading to inflation

¢)  Decreased borrowing and spendinc,. ij )

d)  Reduced economic growth .- f:,f e
g

. A ,,.s,"y - .
In the scegario cf1 o ! desuependence, what is
b sk f-erm economic growth?
£ s
jogical advancement
Income equality
¢) Long-term environmental sustainability
d) Consumer spending

&

What is a potential drawback of progressive taxation?

a) Increased inequality

b) Reduced incentives for investment and
productivity

¢)  Llack of public service funding

d) Higher unemployment rates

What is a primary consequence of austerity measures?
a) Increased public spending
b)  Reduction in public services such as healthcare

and education ~e v
c) Decreased fiscal responsibility .Y o)
d) Higher economic groﬁhﬁx 1 \® o

Tl v ¥ .
7wy ctedused by automation

? ‘\' ; w;
riryo

¢)  Reduced productivity
d) Decline in technological innovation

How do import tariffs affect consumers?

a)  They reduce costs for consumers

b) They eliminate domestic industry competition
¢) They lead to higher prices

d) They have no effect on trade relationships

What is a primary conflict in urban expansion?
a) Decreased investment in infrastructure
b) Displacement of indigenous communities anc‘{w. \ 4

cultural loss : W:Q o T
¢)  Decline in economic growth .o 7" 1y
d) Improved rural deve'no zf”éﬁaﬁ =

L L

L el

5 (S gﬁé‘enano, what is a drawback of

| 525 ort-term profit? ~

a) Ha¥to long-term innovation and
competitiveness

b) Decrease in shareholder satisfaction

¢)  Reduction in immediate profits

d) Growth in employment opportunities

10.

11

12.
[

-

13.

14.

;

,«‘ .
a

What was a signi.|
pandemic lockda
ay Decreasein
b) Economic ct
¢) Increasein ¢
d) Decrease in

What is a key risk
development ove
a) Decreasein
b) Increased ru.
¢) Harmto foo

of commun.
d) Loss of urba:

What is a conseq.
context of nation.
a) Reduction iy
by Disruption ¢!
integration
¢) Increase in o
d) Strengtheni

What is a major ¢
infrastructure suc.
a) Decreased e
b) Diversion ol |
¢) Lack of coni
d)  Overfunding

What is an effectj:é

regulations on but
L

a)  Reduced op§
Z

b) Decreased

¢) Increased ¢

d) Improved ¢

.

R

What is a negat
housing develo
a) Improved
b) Reduction i
¢) Lossofgre
d) Declineinu

-

D T
B

g

What is a conflict
lower-cost coun //
a) Increased dé
b) Reduction a@f

; .
¢) Higher costg/%
d) Harmto do

B
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Section 9: Avoiding Conflict

The importance of Avoiding Economic Conflict

Economic conflict arises when competing interests clash over the allocation of sc.
can occur between nations, industries, businesses, workers, or consumers. Avoic
maintaining stability, fostering growth, and ensuring equitable resource distribut |
importance of avoiding economic conflict, emphasising it<.i.: llications for various

overall economy. P g;jf 5

instability. Forxample, resolving trade disputes between major economies such
volatility in global markets. However, some degree of managed conflict, such as ¢
innovative solutions and reforms.

Facilitating Resource Allocation

Significance: Economic conflict can result in inefficiencies, such as overuse or uny
avoiding such conflicts ensures resources are allocated where they are most prod

Evaluation: Avoiding conflicts in resource allocation, such as water rights or land |

and sustainability. For instance, cooperative agreements on shared water resourc

ensure equitable access. On the other hand, complete avoidance of conflict may .

decisions, as differences in priorities can highlight areas needing immediate atte:
|

Encouraging Cooperation poll ‘;’f .

between businesses and workers o 0 \;_',Mét'i’oﬁally (e.g. between trading partne.
promotes cooperation 2r¢ 4 f;}m.;féﬁeﬁt.

compromises, which may not always satisfy all parties. For example, some countr|
trade blocs if perceived benefits are unequal.

Ensuring Social Cohesion

Significance: Economic conflicts often exacerbate social inequalities, leadingto u.
Avoiding these conflicts fosters harmony and reduces the risk of political instabil |

Evaluation: Addressing issues such as wage disparities or access to essential gooo
government policies to curb inflation through subsidies or price controls. Nevert)
must balance social and economic costs. Excessive focus on avoiding conflict mig.
such as overly generous subsidies that strain public finances.

...... - &

Significance: Global economic conflict: ‘¢« 4. trade wars or sanctions, disrupt 8t

international cooperation. Ave il ﬁ'g’fg e onflicts ensures smoother global trade
w )

" 7 xolving the US—China trade war would restore confide

G

L .

conflict avoidance. |
é

.
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Supporting Long-term Growth and Development

Significance: Avoiding economic conflict allows stakeholders to focus on sustainal
rather than dispute resolution. This is particularly important for developing count
disruptions to their growth trajectories.

Evaluation: Stable economic environments attract long-term investments in infra.
technology, as seen in countries with consistent policy frarm. rorks.

. . s W I
However, rapid development can sometimes loac 0. or./liets over priorities, suc.
expansion and environmental conserv=tioi o m}ncrﬁ% these is crucial.

1

e  Businesses may face higher costs to comply with regulations aimed at avoid |
labour conflicts.

e  Sometimes, addressing conflict head-on can lead to structural reforms. For ¢
prompt wage policy changes that benefit workers in the long term.

Conclusion

Avoiding economic conflict is vital for stability, growth, and equity, making itacr|
businesses, and other stakeholders. While complete avoidance may not always k¢
minimising unnecessary conflicts through effective communication, collaboratior,
fostering a resilient economy. Balancing the avoidance of conflict with the need |«
competition ensures progress and innovation without destabilising the broader ¢\

|
\ g“"“"g fjw
{w e “ ..wj -
ST
Won\ 14
W =4
\.n\"y .
i
i i
Ve 4
e
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What is a key benefit of avoiding economic conflictin | 9.
terms of economic stability?
a) Reduced long-term planning
b) Increased financial market volatility ;
¢)  Encouragement of investment and o0 1
long-term planning e, .
d)  Decreased cooperation betwear i, . 5 w
wis %””ff ;M’W‘
Why is avoiding ecozp L $ JZitimportant for
reSOUI T il / L 10.
a) pS complete resource ownership by
b) It prioritises resource underuse to conserve supply
¢} It minimises inefficiencies and enhances
productivity
d) It removes the need for cooperative agreements
Which is a drawback of completely avoiding resource
allocation conflicts? 11.
a)  Excessive use of resources
b) Inefficient resolution of priorities
¢)  Delay in making critical decisions
d)  Elimination of sustainable solutions
How does avoiding economic conflict encourage
cooperation? ;
a) It fosters trust and mutual benefit among gy o 1
stakeholders - _j}
b) It eliminates the need for multilww: }rem”feﬁts
¢) It reduces economic ir;‘gf Gra. < E'Q'Jfb”éll'y
d) It focuses excluiy ) fw‘\mwﬁvfdﬁal benefits
What¥ ‘?;q "‘gemia’l downside of cooperation in
@ ents?
a) Improved trust among trade partners 13.
b) Perception of unequal benefits by some countries
¢)  Reduced overall economic welfare
d) Increased barriers to trade
How does avoiding economic conflict contribute to
social cohesion?
a) It creates more significant wage disparities
b) It eliminates the need for government policies 14.
¢) It reduces the risk of trade barriers
d) It mitigates unrest and fosters harmony
What can excessive focus on avoiding social conflicts . f’f
lead to? g f:}g f’g -
a) Unsustainable policies such as oypri¢ 2niizgus
subsidies SEU JU™
by Increased inequafl“,} ; W; ;Q&;a .}sﬁtfﬁntion 15.
©)  Rediged 25 0 Ssuential goods
d) @Mt < o political instability
What is*a global benefit of avoiding economic conflict?
a)  Elimination of supply chain dynamics
b) Increased tariffs on imports and exports
¢) Reduced cooperation between nations
d)  Smoother global trade and investment flows

What is a downsi.

conflicts in some

a)

b)
Q)

d)

Protection ¢
through tar.
Decrease in |
Reduced co
global mark:
Increased su

Why is avoiding ¢
long-term growt

a)
b)
Q)

)

It eliminates
It removes i
It allows foc
and technoio
It creates m
policy frame.

What is an examp
development?

a)
b)

Q)
d)

Reduced glo|
Prioritisatiol
expansion a
Elimination o
Increased fo.

Why might busing
avoiding economn|

ay To avoid eco
b) To reduce re
¢y Tocomplyw
or labour cal

d)y To eliminate
%

|

What can result %
.

head-on? %
a) A decrease é
]

b)  Structural reﬁ
L

stakeho!der%

c) Elimination§
d) Decreased f.

How does avoidi
developing coun

a)
b)
)

d)

What is a balanc
economic confli

a)
b)
)

d)

9

B

.

.

It accelerat
It reduces f
It attracts lon
for growth .
It removes i

il

sl e

=B

Minimising |l
allowing he
Eliminating
completely
Prioritising
long-term s
Avoiding ¢

o

-

i

L
.

-
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Section 10: Advanced Concepts

Economic conflict and trade-offs are central to understanding the dynamics of re.
and strategic decision-making in various socic-economic contexts. These advance
economic principles, delving into the complexities of competing interests, oppor.

implications of resource distribution.
|

; i
: : !
Economic Conflict Wa® N

Economic conflict arises when different za's ldwf such as individuals, organis
limited resources. This compefwz nto g ,m«fflf“est in various forms, including mari
trade wars, and geopol®' 4, £| gré’g Advanced concepts in economic conflict in

1. Zero-s 'L@ '\iows 26ro-sum Dynamics:
o In g@#fum situations, one party's gain is inherently another’s loss. For ¢
fmate resources, the victory of one bidder directly diminishes the oppot
o Non-zero-sum dynamics, on the other hand, allow for mutual gains or ¢
through trade agreements or technological innovation.

2.  Game Theory and Strategic Interaction:

o Game theory models, such as the Prisoner’s Dilemma or Nash equilibriv|
actors make decisions in competitive or cooperative settings. For instarn:
countries must weigh the benefits of cooperation against the potential .
interests.

3. Resource Curse and Conflict:
o The ‘resource curse’ refers to the paradox where resource-rich countrie:
growth and heightened conflict. This is often due to rent-seeking behay
resource distribution, leading to social and pohf"‘ }msaons

o

4. Economic Sanctions and Trade Wars: j -
o  Sanctions and trade wars el Ol y el M,ono‘””r?)flc conflict at the internation
achieve political cw ot fom uab ctives but often lead to unintended co
chain Hasri*{ N ﬂjamuobai market instability.

% 5®c;al Strlfe'

o  EcAFhic disparities can exacerbate conflicts within societies. Advance.
between wealth concentration, access to opportunities, and social unre.
the Gini coefficient or Lorenz curves.
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Trade-offs

Trade-offs are inherent in economic decision-making, where choosing one optiog
Advanced concepts in trade-offs include:

1. Opportunity Costs:
o  Opportunity cost quantifies the value of the next best alternative that i
made. For instance, investing in infrastructure m2. ome at the expens:
\ 4
welfare programmes. e f’”j .
e

2. Pareto Efficiency and Optimalitv:. -~ |
o A Pareto-efficient ovzuc me "L;;urﬁgwhen no individual can be made bet.
s e " . -
else worse of .0 A frkwﬁi{laiyses explore how to achieve such efficien.

3. Interte’gi#'al Trade-offs:
o Decisions often involve balancing short-term benefits against long-tern
prioritising economic growth through environmental exploitation may i«
economic costs in the future.

4. Policy Trade-offs:
o  Policymakers face trade-offs when balancing competing objectives, suc
unemployment reduction (Phillips curve), or economic growth versus e\

5. Risk and Uncertainty:
o  Decision-making under uncertainty requires evaluating trade-offs betwo
Advanced models, such as expected utility theory or real options analys.
these complexities.

6. Distributional Trade-offs: /
o Economic policies often involve trade-offs lo gnien sfficiency and equity
taxation can reduce income inequz ity b \{f{wﬁ;ww/}d’i’sinceﬁtivise productiv.

i f‘i} .
e &,
: Y ) § S
Interconnection of Confl'. . ! "rude-offs
Bttt At

k2.1 offs are deeply interconnected. For example, resolvir
> o trade-offs between competing interests. In international trag
LT

concessions \@#oid prolonged trade wars, balancing short-term losses against lo

Moreover, trade-offs themselves can become sources of conflict. Decisions that ¢
over another can lead to disputes, whether in labour markets, public policy, or gi¢
Advanced economic analysis seeks to identify strategies that minimise conflict w. |
through mechanisms such as bargaining, mediation, or institutional reforms.

Conclusion

Understanding advanced concepts in economic conflict and trade-offs is crucial fo
modern economies. By analysing the strategic interactions, opportunity costs, an
decisions, policymakers and stakeholders can better address challenges and work
equitable solutions. |
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1. Whatis a key feature of a zero-sum situation? 9. A Pareto-efficien. s
R . o . e
a) Both parties gain equally a) Equityis pric ///
b) One part){ s gain is another's loss ‘ b) No spdlvsdug W
¢)  Cooperation leads to mutual benefits ; making sonm. e
d) Resources are unlimited o . ¢) Resources ar ////////
§ i .
- dy Economic g .
N . N N . o i @
2. Which of the following best describersien - >roisdm sustainabilit, %
. a»‘ : : s L
dynamics? Nal' & e
a) Only one stakel:a' iﬁwﬁﬁ 10. Intertemporal tra. % % .
P : S . . . . i i |
b) Com@tity  » joresults in conflict a) Efficiency ar. 7
! . . %
c) jja.is'are possible b) Short-term %
| .
d) Utake all consequence % ///
¢) Inflation ang 1
. . S
3. What is the purpose of game theory in d) Market supp .
economic conflict? p—
. . . i,
a) To predict market prices 11. The Phillips curve // h )\ Y
. .. . . =
b) To analyse strategic decision-making a) Inflation and % |
¢)  To evaluate resource availability b) Economic g ///////////
d) To determine fiscal policies sustainability e
¢) Efficiency ant /
4. The Prisoner's Dilemma demonstrates the d) Riskand unc e
challenge of:
a) Maximising individual gains at the expense of 12. Distributional tral /// %
. . = |
collective welfare a) Economic st | /Z
b)  Achieving zero-sum outcomes b)  Productivity /////////, g
¢) Predicting trade fluctuations , ¢ Efficiency ant / AN
. . . i3
d) Allocating unlimited resources A . d) Short-term a % ) |
i f_j} - %///,,//,////
5. The 'resource curse' refers to: ¥ ! w 13. Which metricis co -
. . . T .. . L
a) Rapid economic growth g S uigitrich economic inequa A"
ST s
) A O . " P
countne; PR - ; -~ ,:.,M’ ay  Gini coefﬂm% W/////
b) Ecomgmnic | bty despite resource wealth b) GDP growth
% ; e :
¢ 8 gl L blogevelopment through resource c) Unempioyrﬁ;}
NG ment d) Consumer I%/
d) Increased global cooperation over %
. . .
resource sharing 14. Expected utility t//'
a)  Eliminate trf»
. . . . -
6. Economic sanctions typically aim to: b)  Analyse chc%?
a)  Increase trade volume ¢) Predict futu//,
b) Encourage international cooperation d)  Minimise reg
¢)  Achieve political or economic objectives %
d) Eliminate market competition 15. Resolving econo;
a) Avoiding aé
7. A trade war often leads to: b)  Prioritising % COPYRIGHT
a) Increased global economic stabilit ¢} Ne otiatin%
2 global economic stablfy ) Negotiting] PROTECTED
) Lower tariffs for all countries interests %
¢) Rapid resolution of political conflicts il f d) E!iminating§
d)  Supply chain disruptions and market inst?;,;;%' ff C 5 %
8. Whatis an opportunity cost? v 9 X % |
a)  The financial gaif{} s ) ﬂﬂg _astment % Eg
b) Theonet 'y To-dll resources used % »
O 1c W .w wtal economic output % Qg
d)  T{ eS& best alternative forgone when a % .
> |  Education
dedision is made %
.
|
|
|
|
|
-
|
|
|
.
|

S
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Section 11: Policy Implications

The interplay of economic conflict and trade-offs has profound implications for p.
Policymakers must navigate these complexities to achieve sustainable and equita
considerations include:

1.

Balancing Efficiency and Equity: g

o  Policymakers often face the challenge of balz2<" x' conomic efficiency |
while free-market policies may drive src wtt i&,s%v can also exacerbate it
redistributive measures su;:'; 3 g’“[;; ~on social welfare programmes.

Mitigating Resource 5 “"Qﬁy v

o  Goys@ne\ o .aternational bodies must address resource conflicts {

resburce allocation, investment in alternative resources, and |

Managing Trade-offs in Environmental Policy:

o  Environmental policies often involve significant trade-offs, such as prio.
investments at the expense of short-term economic growth. Policymak.
benefits of sustainability against immediate economic pressures.

Resolving Geopolitical Tensions:

o Trade wars, sanctions, and other forms of economic conflict require cai
strategies. Policymakers must consider the broader implications of such
impact on global supply chains and domestic industries.

Addressing Inequality and Social Unrest:

o  Policies aimed at reducing inequality, such as progressive taxation, mini
reforms, can help mitigate social unrest stemming f:om economic dispa
must be designed to avoid unintended c?ﬂgs M ’x«:tf;;, such as reduced |

Incorporating Stakeholder Intereste.. e

o  Effective policymaking riga 2 Eg.,fﬁﬁidyéring the interests of diverse stal
labour groups,, (i “ﬁf{fg,wélfsed communities. Mechanisms such as pui

big o - ‘\;;,yr‘péc% assessments can help ensure more inclusive anc

Levera{gG@#” . chnology and Innovation:

o) Tecﬁﬁological advancements can help address trade-offs by improving ¢
costs, and creating new opportunities. Policymakers should invest in re.
addressing potential disruptions, such as job displacement.

International Collaboration:

o Many economic conflicts and trade-offs, such as climate change and glo|
coordinated international efforts. Multilateral agreements, such as the |
frameworks, play a crucial role in addressing these challenges.
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1. Inzero-sum situations, what happens to one 9. Intertemporal tra. s
party's gain? a) Short-term ///7
a) Ithasno gffec‘c on o‘chers‘ ‘ consequence %W///////
b) It rgsuits in mutual benefits for all parties y b) Inf?a_‘cnon cot // 7~
¢) It directly causes another party's loss o . c) Efficiency an. Gt &
d) ltincreases resource availability - Jl d) Market supp s
2. Non-zero-sum dynamics oiff o’ e 10. The Phillips curve g
a)  Mutual gains thes' 4 v ggération a) Economicg % % %
. ! : , . ™ . I I
b) Coggm o« v :d résources sustainability N
3 He . . %,/
c . 2d 2conomic growth b) Riskand un. %
¢ I . . . !
d b w; "d geopolitical tension ¢y  Efficiency an /”// ///
d) Inflation anc 4
3. Game theory is primarily used to: |
a) Predict inflation rates 11. Policies aimed at W////ZMM
. .. . i,
b) Analyse strategic decision-making among a) Free-markel // Y
. . |
rational actors b)  Progressive | % |
¢) Determine the value of natural resources ¢) Trade libera ’//////////
d) Implement environmental policies d) Increased re W%
4. What does the resource curse often lead to? 12. Which metric is ce e
a) Accelerated technological innovation measure inequali. .
b) Enhanced global trade agreements a) Lorenz curve /// /é
I . | i
¢)  Improved resource distribution by ConsumerE é //é
d)  Slower economic growth and increased conflict c¢) GDPgrowth /////////, g
d)  Unemployme¢ 7N
. . N | £ ]
5. Economic sanctions are primarily intended to: N ! ///
a) Foster diplomatic relations = af o/ 1 13, Effective policyma st
b) Promote international trade g a) Prioritising 1 Wg/m//g
. e \» - . L
¢)  Achieve political or ecorwin, L uitives b) Ignoring shu b
L s
Tl ideri “
d) Enhance !qbo Ca'g W;,A.Mé“ncy 0 Conadenngj y //////////
g, d) Implementip
6. Trad@EEMROICany result in;
, ‘ﬁaﬁ y R - . .
a)  Irg@¥d global economic stability 14. International coll.
b) Strengthened geopolitical alliances a) Managing lo
¢)  Disrupted supply chains and market instability b)  Resolving d/
d) Lower tariffs and trade barriers ¢) Reducingi j
d) Addressingg
7. Opportunity cost refers to: climate cha;
a) The monetary value of resources used |
b) The benefit of the next best alternative forgone 15. Policymakers use
¢) A measure of total economic output participatory buct
d) The long-term benefits of investment a)  Streamline //
b)  Ensure inclu% COPYR'GHT
8.  Pareto efficiency occurs when: ¢) Prioritise sho
y v ) Prioritise shf PROTECTED
a) Resources are equally distributed d) Eliminate al
b)  Economic growth is maximised at any cost il f
¢)  Noone can be made better off without rr*f;,}t ﬁw’}é *f G
someone else worse off ; "
d) Social equity is prioritis‘e;“jf 21 %th;m&

g

ag

 Education

..
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Section 12: Resolving Economic Conflict

Resolving economic conflict is essential for fostering stability, growth, and equita.
to address economic conflicts can lead to severe consequences, including prolon.
geopolitical instability. Key reasons for prioritising conflict resolution include:

1. Promoting Economic Stability: g
o Unresolved economic conflicts, such as tradex - : resource disputes
investor confidence, and create uncerte Aty 'ffd,zéaiving these conflicts e
operations and long-term st=h iy ol
2. Preventing Social Uri - f;; -
o  Eccamic - 1~ uesand conflicts often fuel social tensions, protests, &
":\gwaﬁdw‘erlying economic grievances through equitable policies ¢

unX&@#®and promote social cohesion.

3. Encouraging Investment and Growth:
o  Prolonged economic conflicts deter domestic and foreign investment du.
conflicts creates a more predictable environment, encouraging investme.

4. Strengthening Global Cooperation:
o  Many economic conflicts, such as trade disputes and climate change ch:
collaboration. Resolving these conflicts fosters trust and strengthens glo
more effective collective action.

5. Reducing Inefficiencies:
o Economic conflicts often result in resource misallocation and inefficienc
barriers or underutilised labour. Resolving conflicts enables more efficic

economic potential. |
6. Mitigating Long-term Risks: N o 9 5 5
o Unaddressed economic conflicta: . aviscascading effects, such as ded

degradation, and weakesiet 1, E,.ﬁtfons. Proactive resolution minimise:
sustainable deycic n =

3

L

1. Economic Decline:
o  Persistent conflicts can lead to reduced productivity, lower GDP growth,
competitiveness in global markets.

2. Escalation of Tensions:
o Unresolved conflicts can escalate into larger disputes, including political
further destabilising regions or countries.

3.  Widening Inequality:
o Failure to address economic disparities exacerbates inequality, leaving 1
behind and creating a cycle of poverty and exclusinr;

W

. d -
4. Loss of Public Trust: aa®)!
o Inaction or ineffective conflict TEaR N o wridermines public trust in inst
. age e i . e
instability and Weak@l;g? FEL N sace.

i

o e w
5. Environmental ra( oy ﬁi sosts:

i e

LeC ) .omic conflicts related to resource use or environmental su
irr Qe damage, such as biodiversity loss or climate change impacts,

Conclusion

Resolving economic conflict is not merely a matter of addressing immediate disputs
ensuring long-term stability, equity, and prosperity. Policymakers, stakeholders, an:
prioritise conflict resolution to mitigate risks, foster collaboration, and build resilien
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. . . - - . - po
1. Resolving economic conflicts is essential for: 9. Persistent econoi.
a) Reducing consumer spending a) Higher GDP ///
b) Fostering stability, growth, and equitable b) Reduced pri. //4
resource distribution § competitive. iy,
¢) Increasing trade barriers e & ¢) Strengthene. ///// @
d) Limiting global cooperation ' i; ® d) improvedp. —
: é/ ] |
281 C e >
2. Unresolved economic cnriini s ca uad to: 10. Escalation of unre gy
T . G'/ -, X .
a) Prolonged st ﬁ’gnwm ocial unrest result in: | B
b) o ol 5 wl'ffnsrupnons a)  Military coni| //// ’//’///
o IR social cohesion destabilisatie %// //%
dy EnWanced investor confidence b) Enhanced tr. //
¢} lLowerinequ. //////////////M///é
3. Resolving economic conflicts promotes stability by: d) Strengthene( S
a) Increasing resource inefficiencies ///’””
by Creating long-term uncertainty 11. Widening econot. % |
¢)  Ensuring smoother economic operations a) Effective rec. ///////////
d) lIgnoring underlying grievances by Failureto ac. i /
¢) Reduced so:
. . . ///////////////////////
4. How can resolving economic conflicts help prevent d) Increased g
i ?
social unrest.‘ . - . 7~
a) By reducing public trust in institutions 12. Loss of public tru. { %
. .. . . | |
b) Through equitable policies addressing economic lead to: LN ///
grievances a) Strengthene. /// s,
¢) By promoting inefficiencies in resource allocation | stability ¢ %
d) By escalating political tensions e fj ‘ﬁ o b)Y  Increased iny - 4
-y c) Weakened ¢ S——
5. Prolonged economic conflicts Ao f{\? 2.ent due to: d) Greaterinte % |
{..f' ) Mj G
a) High market pred"“ a L
b) Reduced scoift e z’ﬁm»fy 13. Ignoring economi s ///
o hd | OLdl Competitiveness can cause: ~
d) F d risks and uncertainty a) Irreversubie%
b) Enhanced bé
6. International collaboration is crucial for resolving ¢) Increased ié
. | |
conflicts related to: d) Strengthen ¢
a) Domestic unemployment rates %
b) Local infrastructure development 14. Policymakers pnj
¢) Trade disputes and climate change a) Encourage %
d) Individual business performance b) Mitigate r:sé
L
¢) Increase reg
7. Resolving economic conflicts reduces inefficiencies by: d)  Diminish pg COPYRIGHT
a) Increasing redundant trade barriers %
b) Misallocating resources 15. What is a key im § PROTECTED
¢)  Maximising economic potential | economic com‘lscﬁ
d) Discouraging labour utilisation oy . a Reduced eré
oTL b) Strengthen
8. What long-term risks can be mstnm*r &L owm’é ) Diminished ¢
economic conflicts? W,; o\ environme // iQ
a) Deepemnq ow 4 ,»é mﬁéronmental d) Enhanced e 9
Q
o 9
9 ” ened political instability  Education
d) Increased biodiversity and reduced poverty
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Section 13: Environmental Trade-offs

Environmental trade-offs are a critical aspect of economic conflict and decision-n
of sustainable development and resource management. These trade-offs arise w |
policies aimed <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>