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Teacher’s Introduction

This resource is essentially an activities-only resource that has been designed to
teaching of Edexcel Theme 2. These useful activities will help to either switch p
beginning of the session or to wind down and take learning right up to the end
on their understanding of key terms while developing rjn.‘ i :3w|edge thatis in

There are 20 activities in this resource. Vo 1Sc.y fol!ow the specification or
individual, group or full-class 2% e . ! s sucher’s notes, plus an activity-by-acti
beginning of the resour . ‘¢ : g gmdance on how to teach the content. Some

..";
Spec Area H Activity Description Naotas @ @ﬁ
@ 8 Activity 1 — Fifl in the
ZE . missing words L. . .
] What is & Individual tasks {but can be done in pairs as well,
S . fotlowed by a tut . ' v
-8 £LONOIMHCET where students can compare their answers)
- e out and paste
W .
G activity

The starters and plenaries included are designed to help teachers prevent any b
encouraging them to recap previously studied topics or begin to learn new one
between 10 and 20 minutes to complete. The end of the resource includes an
teachers to use in marking.

It is hoped that this resource, as well as offering support for £ aching the essen
examination, will help students build on any know!~7 & ° *’y wiready have.

Happy teaching!

-~ ’reé Updates!

‘ f-zte yow ema|| address to receive any future fre
‘. rnade to this resource or other Business resources y
has purchased, and details of any promotions for yo

*resulting from minor specification changes, suggestions from teache
and peer reviews, or occasional errors reported by customers

\

Go to zzed.uk/freeupdates |-
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Spec
Area

&t -by-Activity

Notes

2.1. Measures of economic performance

i 1 - Discussion
‘task followed by a
small question

Divide the class into small groups for task 1.

Task 2 may be done individually

Inflation

Activity 2 — Quick
questions

Individual tasks but check each other’s work in
pairs.

Unemployment

Activity 3 — Quick
research task followed
by a discussion task

=

Group work.

For task 1, splif{*h . 3 into two or more

grouns. 7

. |f: cask 2, divide the class into 5 groups and
+ " | assign a role to each group

|

. — Ut outand
1 asce task followed by
a couple of hangman
games

Work individually or in pairs for task 1.

Task 2 needs to be done in pairs.
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Activity 1 = Economic Grow

1. Each group should discuss one of the following topics and share its thoug!
groups:

a) Understanding of real GDP, nominal GDP *~ - & ‘P, per capita GDP

b) Other measures of national -~ - » :

Limitations of 17l zD"’ ,l;.~-c<j‘f?1r;are living standards

24

A) PPP compares living standards between countries
B) PPP compares living standards within a country

C) PPP involves converting all currencies into a single currency (e
Price level in country A

D) Exchange rate between two currencies = — .
Price level in country B

E) PPP suggests that a £10 note has the same purchasing power
F) PPP takes into account the cost of living and inflation rates

b) Correct the two incorrect statements you identified in part a):

AdOOD NOILO4dSNI
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Activity 2 — Inflation

1. Onthe axes below, illustrate periods of inflation, disinflation and deflati

Price level

Time
2. Below are three scenarios. Work out the cause ot intlation each scenari

a) Following Britain’s vote to leave the EU, the UK exchange rate has d
now buys fewer euros and US dollars. As a resul*: all the raw mater
produce consumer goods and services 2 o _ff_ne more expensiv

AdOOD NOILO4dSNI

__Jsing (QE). In simple terms, QE allows more money tc
: }su’l't', consumer and business spending have increased, which

¢) Following a recession, the central bank of country A decided to low
interest rates makes saving less attractive, while making borrowing
and business spending have increased, which has pushed prices up.

COPYRIGHT
PROTECTED

3. Spot the errors in the following paragraph and write down the correct versi
this task.

[

The UK uses three measures to :."-‘ : e s rate of inflation: the Retai
Consumer Price Index (€7, .. > " /kcalculates inflation on an annual b
by using a ‘bask . ;,ffs‘:_ /, Which includes around 150 goods and serv

"y

'9

of L o S “_.sté"eﬁ'g!‘d. Each good or service is given a weightage t (o)
av "}ouééhold. Prices of these goods are collected from 700 locat 9

et s
theW® o Costs and Food Survey to get data. EdUCO‘tIOﬂ

Once you have done that, swap your answers with the person next to you

A Level Edexcel Economics A Theme 2 Starters and Plenaries Page 4 of 36



Activity 3 — Unemployme

1. Belowis a list of the 5 main causes of unemployment. The task is to find a
causes of unemployment. The group that gets the highest score wins. Yo
task.

a) Structural unemployment

b) Frictional unemployment .~
c} Seasonal unemnl- .« ent
Cyclical 0y~ »V

The roles are: consumers, firms, workers, government and society.

Use the following table to jot down your points.

Consumers Workers

A Level Edexcel Economics A Theme 2 Starters and Plenaries Page 5 of 36
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Activity 4 — Balance of Pay

1. Fillin the table below with the following examples of the two main compor

Remittances Foreign exchange held I UK investors buying

by the Bank of England foreign bonds

|y S intne UK

UK call-centre jobs
outsourced to India

AdOOD NOILO4dSNI

2. In pairs, play a game of hangman to find out a real-life example of a country
deficit and one that runs a current account surplus. One player may look at
which countries have been used, while the other player will attempt to gue

COPYRIGHT
PROTECTED
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MNotes

! JLaysis question

Spec sl
ti ‘ PR
area
_cctivity 5 — Brief
| .y Individual activity
AD guestions
Activity 6 — Some
Consumption questions, including a | Individual activity
T mathematical question
©
£
[
e Activity 7 — Research ;
2 Investment task followed by an Canbedoneirdiv . & 7 orin pairs
analysis question 1
Activitv _? it 2
Net Trade chy w1 owéd by | Individually or in pairs
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Activity 5 — Characteristics of

1. a) Whatarethe components of aggregate demand?

¢} Discuss what you think the percentage of each component in the U

2.  What is the difference between a regular demand 2 f:and an aggregate
latter below? 20 i I

AdOOD NOILO4dSNI
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A construction worker’s annual income is £25,000. He pays £8,000 a year
and £1,000 in taxes. What is his disposable income?

b) Wealth effects

¢) Consumer confidence

3. How, in your opinion, are savings anc: ~ 1s. ~ juoh related? Fully explain

A Level Edexcel Economics A: Theme 2 Starters and Plenaries Page 9 of 36
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Activity 7 — Investment

1. Research what the following terms mean in economics:

a) animal spirits
b) business expectations
¢} access to credit

[« R
— S

government regulation

2. Now briefly explain how each of these factors will affect investment.

a) Animal spirits

AdOOD NOILO4dSNI
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Activity 8 — Net Trade

1. a) Explain the following influences on net trade.

£+.' ange rates

Protectioni~ : =~

State of world economy

Non-price factors

AdOOD NOILO4dSNI

b) Inyour opinion, which factors are likely to have the most and the le
scale below to help you answer.

Relative importance
A

COPYRIGHT
PROTECTED
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Spec
Area

=4

Ao t}'by-'Actlwty

MNotes

2.3 Aggregate Supply

' L iy 9 - Brief

“questions reinforcing
concepts

Individual activity

Aggregate Supply

Activity 10 -
Distinguishing
between SRAS and
LRAS task followed by
graphical illustrations
task

Can be done individually or in pairs
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1.

O *
;s on the axes below.

AdOOD NOILO4dSNI

Price Level (£) Price Level (£)
A A

COPYRIGHT
PROTECTED

y» Real G0
»

Classical LRAS curve
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a)

c)

e)

Activity 10 — Factors Affecting Aggre

Using the statements below, decide whether each is referring to short-run

oo El

increasing tax rates affects a firm’s costs. .y

Improving human capital via educatic® .z io ‘cawonal training affe
tack of competition in the indu » 3, . s % AS.

Areductioninthe pri 1 g‘ﬂf_ﬂﬁ.ﬁl.&(é’ly to lower a firm’s production ¢
improvemer’s:- - slogy improve a country’s productivity.

v . 1~ . .ate worsens, imports become more expensive.

, "Ereas‘:éi.n net migration potentially affects labour supply.

Using the statements from question 1, illustrate which way the curve will s
the price level and total national output.

Price Level (£) b) Price Level (£)

Price Level (£)

A A
idelevel: .
Real GDP: o,
AD
» Real GDP
Price Level (£) f) Price Level (£)
A A
Price level: ....cccovvinennnne.
Real GDP: ....ccoecvvvverenes
AD -y
g - ..’alGDP
O
A
Price level: ...........
Real GDP: .............

A A
Price level: ....cccovvinennnne.

Real GDP: .....ccceeveeene.

AD

» Real GDP

T4 D / Frice Level (£)

..... 4‘7"“ ‘ ‘
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&t -by-Activity

Spec .
T Not
Area opic otes
‘!‘ ‘
“definitions followed by
leting the circul
comp e'mg € circuiar Individual activity
. flow of income chart
National income .
and assessing the . . .
Q ) Task 3 can be done in pairs for comparing results.
£ importance of
o -
e withdrawals and
= injections
< .. .
g Equilibrium Activity 12 — Questions
© based on a short data ..
Z | Levels of Real ) Individual work
2 | National outout | PS8 followed by
o ational Sutpu prediction task
Activity 13 — :
. Definition=.
The Multiplier folbaii dividual work

COPYRIGHT
PROTECTED
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Activity 11 — National Inco

1. Define the following:

a) National income

3. Onthe axes below, identify three withdrawals and three injections into the
axis, suggest how important you think each response is (i.e. how big a with
to the other two?). Compare your answer with the person next to you.

Relative importance T o

Withdrawals 0

A Level Edexcel Economics A: Theme 2 Starters and Plenaries Page 16 of 36
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Activity 12 — Brexit and Equilibrium L
National Output

On 24" of june 2016, the people of Britain voted to leave the EU. A wave of u
within minutes — and economists dished cut several predir}:ions with regards
frightening of them all was the possibilit\/ of anothf" v 3 ’5ion However, to

spending in retail stores increased by 2. ¢ ampared with October 2016. Ho
affect the UK exchange rﬂ* : nm < .avel y after the vote, the pound fell from
yearlow of 1.36. A, -y ds *.as‘meant that UK exports appear cheaper abro
\Penswe

‘Zg ‘n mat happens to inflation and real output.

iévd“‘“o“

¢) Write down your predictions for:

s Consumer spending

¢  Exchange =:i

A Level Edexcel Economics A: Theme 2 Starters and Plenaries Page 17 of 36
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Activity 13 — The Multipli

Write down definitions for the following terms:

s Marginal propensity to consume (MPC)

There is foreign direct investment into the UK construction industry of £20
the total costs of the industry are £120 million, which leaves a gross profit
national income increases to £500 million. Calculate *h : multiplier ratio.

AdOOD NOILO4dSNI
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Spec

Notes
Area

14 — Discuss
“why some economies
grow while other do

This may be conducted as a class activity

s not

s Activity 15 — Short

Ic; .

questions followed by -

Q o . I I k

£ Output Gaps graphical illustration ndividual wor

g task

(8] P _ .

ﬁ Trade Cycle Activity 16 — Spotting Individual work

pt the error task .
Impact of Activity 17 — Group - ! &
Economic St e msnito groups of 4
Growth '
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PROTECTED

9

a9

Education

AdOD NOILOIdSNI

A Level Edexcel Economics A: Theme 2 Starters and Plenaries Page 19 of 36




Activity 14 — Causes of Grou

With the help of the following images, jot down as many causes of growt

T
o8

2. Nov ot

A Level Edexcel Economics A: Theme 2 Starters and Plenaries Page 20 of 36

AdOOD NOILO4dSNI

COPYRIGHT
PROTECTED

g
)

Education



Activity 15 — Output Gap

1. a) Keynesians believe that output gaps can occur in the short and long-r

2. On the axes below, use AD/AS curves to show:

e  Short-run negative output gap
e Long-run negative output gap
e  Short-run positive output gap

Price Level (£} Price Level (£)
A A

» Real GDP

Price Level (£)
A

A Level Edexcel Economics A: Theme 2 Starters and Plenaries Page 21 of 36
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Activity 16 — Trade Cycl

1. It's all gone wrong! Identify what is wrong with the following and write do
them:

a) The trade cycle diagram — 5 errors!

i

5% i The trade cycle

I
A I I I
Boom
Recovery
\ Slump \ o~
""" Slow down O
b) The trade cycle characteristics — 8 errors! o
Boom
Economic growth Higﬁ, O
Unemployment L vigh _U
Inflation Low <
N \je s Judniess High
_(. .ﬂce
Government Low tax revenue, low
finances welfare spending
Exchange rate Weak currency

COPYRIGHT
PROTECTED
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Activity 17 — Impact of Econom

1. Splitinto groups of 4. The team should cut out the cards below and pla
Take it in turns to pick a card at random, then in no more than 60 seco
has either positively or negatively affected your chf‘. * 1 factor.

if you're listening to your classm:"‘a T ye . e pomt use the debate ev:
how well your classmate< Sk

Consumers {positive) ¢  Government
Consumers (negative) e  Government (n:
Firms (positive) e Currentandf

Firms (negative) Current and f

Consumers
(positive)

AdOOD NOILO4dSNI

~ (onsumers

(negative)

Firms Current and fu

(positive) COPYRIGHT

PROTECTED

e Current and fu

(negatwe)
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Argument Strengths of argument | Weaknesses of argum:

AdOOD NOILO4dSNI
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&t -by-Activity

Spec Area Notes

-"EB Activity 18 — Short question

@ followed by a short research | Can be done individually or in pairs
% Policy task

()

2

Q8

‘E’ S Demand-Side Activity 19 — Fill in the

o E Policies: Fiscal chart/table task followed by a | Individual work
] Policy graphical illustration task

S T

S . uroup work

E Supply-Side Activity 20— P = :

N Policies round. v %y Y §

Split the class into two big groups

COPYRIGHT
PROTECTED
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Activity 18 — Demand-Side Policies: Mc

1. Which one of the following is an example of monetary policy?

a) increasing the interest rate from 2% to 3%

b) increasing VAT from 27% to 30%

¢} increasing spending on infrastructurc -

d) changing the exchanger~’ 2 & 1 . from floating to fixed

2. Find outwhat *'= . 4z ..ental differences are between a commercial ban

Role of the Bank of England

A Level Edexcel Economics A: Theme 2 Starters and Plenaries Page 26 of 36
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" Activity 19 — Demand-Side Policies:

1. a) Fillinthe chart below:

oy peicy

%

Infrastructure,
etc.

Indirect taxes

b) Write down the strengths and weaknesses of fiscal policy in the tabl

Strengths:

2. Draw an expansionary fiscal policy diagram below and state the effect of th
and national output.

Price Level (£)

A Inflation: ...

Real GDP: .

» Real GDP

A Level Edexcel Economics A: Theme 2 Starters and Plenaries Page 27 of 36
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Activity 20 — Supply-Side Po

1. Market-based supply-side policies involve policies that allow the market t

interventionist policies are policies that require the government to take a

Play a game of Pictionary (where one persc G groqp draws a decidec
guess within two minutes). Oneg->1 - ill _..{ draw pictures to represen
whereas the second grotip i ¢ * W pictures to represent interventio

Groupschot! '+ w ; wand a different person from each group should ¢
- te 3 7 gets the most correct answers within the allotted time or
corr XEggewers (say, five) wins. The person drawing must themselves thi
the teacher to see and then begin drawing.

Remember no talking and no writing words while drawing.

AdOOD NOILO4dSNI
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Answers

Activity 1 — Economic Growth

2. a) BandD

b) e PPP compares living standards between countries ot within a country
. PPP suggests that a £10 note does not if‘j*'- Al .ém._.- purchasing power
£10 can buy more in India than intiai ‘<

-

i

Activity 2 — Inflation

1.

Prlce level {£)

A

\J

2. a) cost-push inflation . <
b) growth in money Sunh’;f ais ¢ cupt demand-pull inflation)

AdOOD NOILO4dSNI

‘basket of goods which includes around 150 {700} goods and services that are repr
Each good or service is given a weightage to reflect its importance to the average ho
collected from 700 (150) locations. CPI (RPI), in particular, uses the Living Costs and

Activity 4 — Balance of Payments

1.
Current Account Capital
. Remittances . UK investors bu COPYRIGHT
e  Grants e  UKcall-centrej PROTECTED
. Holidaying in the UK . Foreign exchan
4. Germany —surplus . ‘

Canada — deficit

'9

)
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Activity 5 — Characteristics of AD

1. a) AD=C+I+G+(X—-M)

b) e  Consumer spending (C) refers to the money spent by people on consum

. Investment (1} refers to the money spent by firms on factor inputs, e.g.
their businesses,

. Government spending (G) refers to money <22y 3 he government on

on welfare payments.

¢ Netexports (X — M) refer torgen -d survices sold to another country

another country

| + G+ (X —M)
15% 25% 2%

2. No dlfference’m curves. Demand curve shows demand for one good, while AD sh
in an economy. However it is worth noting that the definitions of demand and ag

Price level, £

A

Activity 6 - 5

1. £25,000 minus £1,000 = £24,000

2. a) When interest rates are high, saving becomes more attractive and borrowing
consumption is likely to fall. At low interest rates, the opposite happens.

b) Increases in the value of people’s assets is another factor that can increase c
or if the value of someone’s shares goes up), as people feel wealthier.

¢) Businesses and consumers may base their spending decisions on how optimi
economy. If confidence is low, consumption is likely to fall, and vice versa.

3. Savings and consumption are inversely related — i.e. if one rises the other falls. If
bank then they will have less left to spend. However, what co sumers do with th
marginal propensity to consume (i.e. consumers’ will 5 ,bt _spend their extra

b) |If bus;ness conﬁdence is high then investors will look to invest more.

¢) If creditis easily and cheaply available, then investors can easily borrow the
be high — however, this is conditional upon available opportunities and positi

d) Excessive government regulation, e.g. high corporation taxes, is likely to put investo
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Activity 8 — Net Trade

1 a)

Erchange rates

A
e

e pallrvice of UK goods relative to
foreign goods. This leads to a fall i

SR ation of the pound incr

exports and a rise in imports,
worsening the balance of trade, ¢
paribus.

country’s trading partners are likely to
retaliate, negating the effect.

State of world economy
In the event of a global recession, total
volumes of exports and trade will fall.

So although the impact on the trade

balance for one particular country is Non price factors

ambiguous, we would expect net

exports to fall. The reverse applies for The effect of changes to demand

a hational/global boom.

exports 2.+7 brimports can be

‘6y ~aproving the quality
e sraded goods.

g U8

aigw
Activity 9 -\g@#egate Supply

1. Inthe short-run, capital is fixed and only labour is variable. In the long-run, both fac

2. Inthe long run, we often assume that firms operate at maximum capacity; they can
more capital. In this case the long-run AS curve is vertical (i.e. perfectly inelastic).

. (An alternative understanding of long-run AS, based on the work of Keynes,
output gaps in the economy due to imperfections in markets.

. In this case, when the economy reaches full employment, the LRAS curve is
when there is spare capacity in the economy (low real GDP, low inflation), re
(at the expense of steadily more inflation).

Price Level (£) Price Level (£)

A LRAS A

Real GDP

»
»

Classical LRAS curve Keynesi
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Activity 10 — Factors Affecting Aggregate Supply

1. a) Increasing tax rates affects a firm’s costs. (SRAS)
b)  Improving human capital via education and vocational training affects supply
¢) Lack of competition in the industry affects AS. (LRAS)
d) A reduction in the price of oil is likely to lower a firm’s production costs. (SRA
e) Improvements in technology improve a country’s prodiiciivity. (LRAS)
f)  If the exchange rate worsens, imports become - Lip fjsive. (SRAS)
g) Anincrease in net migration potentially -ffe st supply. {LRAS)

L

a) Price Lexggl (£}
. b) Price Level (£)

SRAS;
A
SRAS
Price level: increase
Real GDP: decrease
D R
» Real GDP
c) Price Level (£) LRAS, LRAS d) Price Level (£)
A A
Price level: increarj ;
5 » Real GDP
e) Price tevel (£) LRAS  LRAS, f})  Price Level (£)
A A

Price level: decrease

Real GDP: increase

» RealGDP

g) Price Level {£) LRAS  LRAS;

Price level: decrease

Real GDP: increase

“AD

» Real GDP
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Activity 11 — National Income

1. a) value of total domestic and foreign output obtained by a country’s residents
b) a liquid flow of money, e.g. wages, rents, profits, interest

c¢) astock of money, e.g. assets such as houses or bonds. These are not liquid

Factors of Incomes Expenditure (f
production (wages) products)

A

b) Anincrease in demand for goods and servicr i 1's ‘the AD curve to ther
and increase real output. However.2o ! a5 ,,,_;‘tl’r‘ﬁé, a fall in the exchange
materials has become mor7 . 4 riis transiates into higher productio
the AS curve shifte t .- f* .nis leads to inflationary pressure, as well as a f:
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Activity 13 — The Multiplier

1.

Terms De
Marginal propensity to consume {MPC) Refers to the extent to which ad¢
Marginal propensity to save (MPS) Refers to the extent to which ad

Marginal propensity to tax (MPT)

Marginal propensity to import (MPM)

s . 500m ;
2. Multipiier ratio=—"

Multiplier ratio = 2 =5
0.20

Activity 14 — Causes of Growth

2.  Reasons may include:
L War
J Lack of FDI
. Dependence on low-value commodity exports
. Corruption
. Lack of infrastructure
. Lack of education

Activity 15 — Output Gaps

1. a) because the economy ic 2 way t :3;.,A.A~5tfbifé‘ to market failure

charkets work efficiently

AdOOD NOILO4dSNI

Price Level (£) Price Level (£)
A LRAS N AS
SRAS

P2

P1

_. Output gap P, . Output gap

“UAD

COPYRIGHT
PROTECTED

A 2

Yy Ymax
Real GDP

Negative output gap: short- l [/,“( v wutput gap: long-run
run .2 * 1 s.ethat there is an output
. - | gap on the short-run part of
the LRAS curve

'9
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Activity 16 — Trade Cycle

1. a) Mistakes are circled with a dotted line

The trade cycle
GDP P
A - TN
.7 A}
’ I
# Recovery ;
!/ 7

Lo

b)

Economic growth High
Unemployment ‘J—Iigﬂ) (low)
Inflation \Low,'(high)

Consumer/business confidence

. Jiaénua, low welfare
Government finances ;

Exchange rate

' Regulates the banking sector
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Activity 19 Demand-Side Policies: Fiscal Policy

1. a)

Fiscal policy

——

Government spending

o

v..f":i‘

/

_frastructure,
etc.

VAT

Indirect taxes

Strengths:

e  Shorter time lags
e  Welfare spending reduces
poverty

Can cause inflation
Slow and inaccurate data collection
Raising taxes will lower disposable
Excessive government spending ca
Spending on welfare will not add to

Price Level (£)

AD,

Real GDP

v
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