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Overview
This resource is essentially an activities-only resource that has been designed to support the learning and
teaching of Edexcel Theme 4. These useful activities will help to either switch pupils into learning mood at the
beginning of the session or wind down and take learning right up to the end of the lesson. Students will build on
their understanding of key terms while developing new knowledge that is integral to the specification.

Teacher’s Introduction

There are 20 activities in this resource, which closely follow the specification order, and can be conducted as
individual, group or full-class activities. Teacher’s notes, plus an activity-by-activity plan, are provided at the
beginning of the resource to give guidance on how to teach the content. Some of this guidance includes

additional activities. Here is an example:

S - * Assessment s d
pec. Topic Activity Notes ‘i“i. ofhe| Extra Objectives uggeste
Area Description ‘W Resources 201lr02]A03IA0a Use
Activity 1 -
.Ct.“”ty Individual tasks
- fill in the (but can be
° g missing
g £ . done in pairs as .
S What is words Scissors
® 2 _— well, where v X | X Plenary
= 5 |economics? |followed by a and glue.
- © students can
19 cut out and .
— aste compare their
: L answers).
activity.

The starters and plenaries included are designed to help teachers prevent any breaks in students’ learning by

encouraging them to recap previously studied topics or begin to learn new ones. Each activity sheet should take
between 10 and 20 minutes to complete. The end of the resource includes an answer sheet for students and/or
teachers to use in marking.

It is hoped that this resource, as well as offering support for teaching the essential elements of the Edexcel
examination, will help students build on any knowledge they already have.

Happy teaching!

Register your email address to receive any future free updates*
made to this resource or other Economics resources your school
has purchased, and details of any promotions for your subject.

Free Updates!

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

Go to zzed.uk/freeupdates

December 2017
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A""; :%ity-by-activity Plo

Spec.
Area

Notes

4.1 International Economics

1%, . _w-:qrfxick

:-fq'UEstions.

Tasks may be done individually or in
pairs.

Specialisation
and trade

Activity 2 — questions.

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

Pattern of trade

Activity 3 — quick
research task followed
by a discussion task.

Tasks 1a and 2 can be done
individually.

Tasklbisasrm ! - ;task

Terms of trade

Activity 4 - short
questions .. i
ceca

s‘fnay be done individually or
in pairs.

Activity 5 - short
(revision) questions.

Tasks may be done individually or
in pairs.

Restrictions on

Activity 6 — short
questions, including a

free trade discussion task.
o —fill: 13
Balance of Activity 701 o1 ot
Chogiart
payments

(2.5 tu an’,.

Tasks 1 and 3 may be done
individually.

Task 2 she i ge Nﬁ:e . small groups

“vasks may be done individually or in
pairs.
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Spec . . L ,i' -w
Topic Activity Description Notes 'n\
Area P ¥ P 'R
Activity 8 - some

) uestions, includin Tasks may be done individi~t rin
S g Exchange rates ; & . y - v
2 8 true/false statements | pairs.
g el and drawing a diagram. -
= 5 International Activity 9~ a few - Aash . lay0e done in pairs or small v
< & |competitiveness |discussiontes” ¢+ igups.
] Absolute and C
s . : Tasks may be done individually.
© Z|relative poverty er questions.
t®
G>J 3
gg

= . Activity 11 — quick .
N Inequality .y q Tasks may be done individually.
< questions.

Human
S Activity 12 ~ quick .
o ¢ | Development g . Tasks may be done in¢
9 o question. -
5 €| Index (HDI)
n Q — i
]
s %] Alternative 4
? S | measures of Activity 13 —¢c..2" - 7 ..sks may be done individually.
development T
e
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Spec.

development

Tobi Activity Descrioti N
Area opic ctivity Description otes
Tasks need to be done as whole
class activities.
For task 1, spli* th- ¢ia.
grours. &' . 2inwvidual can
Factors Activity 14 —~a game . ne group, while the rest
influencing Pictionary fo!l a4 hé group try and guess the
growth and el . answer. A different person from

each group should come up every
time. For words, use the list
provided in spec. point 4.3.2a. Write
each term/phrase on a different
piece of paper and put themin a
bowl for students to draw from.

Strategies
influencing
growth and
development

Activity 15~ match up
task followed by a
question on the buffer
stock scheme.

Tasks may be done individually.

Strategies
influencing
growth and
development

4.3 Measures of development (cont.)

Group work

sss'into two groups. One
-+up will focus on market-oriented

| strategies of growth and

development, while the other group
will focus on interventionist
strategies of growth and
development.

Alternative
strategies
influencing
growth and
development

Activity 17 — creating a
short presentation task
followed by fillingina
table task.

Starters and Plenaries for Ede

Both tasks may be done in pairs or
small groups.

For task 1, split the class in®
of twos or threes.
group with =~ *

4 miovided on the sheet)
presentation on.
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Spec. . . . -
Area Topic Activity Description Notes im

Role of financial | Activity 18 — quick

. Individual activity. v
markets guestions.

Market failure in
the financial
sector

Activity 19 —fill in the
chart activity, ..

TnH _;ua“f"acﬁvity. v

Role of central
banks

4.4 The financial sector

g°ollowed by short | Can be done in pairs or individually. v
‘ questions.

COPYRIGHT
PROTECTED
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Activity 1 — Globalisation

1. a) Listas many characteristics of globalisation as you can think of.

3. Fill out the table below to suggest the impact of globalisation on the foll

Individual Individual
. Producers Consumers
countries governments
Costs
1
Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective Page 6 of 36
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Activity 2 — Specialisation and

Answer all questions individually, then swap your paper with your partner to —
1. 2
Garments Production L~¢* ips Production (/)
Country A 500 T 100 _U
Country B » rI_I
a} Show the above information on a diagram in the space provided be —I
b)  Which country has anabsol ‘ar:.wge mthe production of garm —U
f)  What can we deduce from all the information in the table above? COPYRIGHT
PROTECTED
2.
9
Qg
Education
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Activity 3 — Pattern of tra

1. a) Define the following terms:
o  Trade creation =
e  Trade diversion =

b) insmallgrouns. * ~ "
“se-that have experienced trade diversion. (Hint: th

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective Page 8 of 36
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Activity 4 — Terms of trad

1. What do we mean by terms of trade?

O
\ ;at‘"over the past 20 years the index of import prices has fallen

exporcprices has risen by 8%. What will be the change in the terms of t

3. Briefly explain how the following factors affect tex. . Jf trade:

e

* Relativeinflationrates .. i

AdOOD NOILO4dSNI

COPYRIGHT
PROTECTED

g
)
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Activity 5 — Trading bloc

1. i) Name the types of trading blocs that the following explanations ref

There is free movement of goods and services ard each member c
non-members. i

There is free movement of goods and services, as well as all factor
trade policy for non-members.

AdOOD NOILO4dSNI

(i :
Name an example for each type of trade bloc (write in the space pr

ii)

2.  What are the costs and benefits of regional trade agreements?

Advantages Disa

COPYRIGHT
PROTECTED

g
)

Education

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective Page 10 of 3



Activity 6 — Restrictions on free

1. List some of the reasons that provoke countries to restrict free trade.

2. Insmall groups, discuss the various ways in which countries can restrict f
examples of those measures.

3. Draw a tariff diagram below.

AdOOD NOILO4dSNI

COPYRIGHT
PROTECTED

'9

)
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1. Fill in the diagram below:

* Balance of Payments (BOP)

Trade in Primary income
goods/services Y i

|mport5

COPYRIGHT
PROTECTED

i
v

Education

AdOD NOILOIdSNI
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Activity 7 — Balance of payments

2. List any three causes of current account deficit and surplus.

Causes of C/A deficit Causes

3. a) Identify the three main measures to redv o o, ient account imbaE

AdOOD NOILO4dSNI

b) Now give an example for each policy.

COPYRIGHT
PROTECTED

g
)

Education
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Activity 8 — Exchange rat

1. Name the three types of exchange rate regimes.

09{\0“

e

A Managed exchange rates is an exchange rate regime whereby the
value of the domestic currency is pegged against another currenc

B Floating exchange rate is an exchange rate regime whereby the
price mechanism determines the value of the domestic currency.

C Under a floating exchange rate regime, a fall in the value of a
currency is referred to as depreciation in the currency.

D Under a fixed exchange rate regime, a rise in the value of a
currency is referred to as appreciation in the currency.

3. How does speculation influence the exchar s e 1 ¥

4.

5. Draw theJ curve below:

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective Page 14 of 36
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Activity 9 — International compet

1. a) Discuss what we mean by international competitiveness.

c) Now briefly explain how international competitiveness can be affec

. Relative unit labour costs

AdOOD NOILO4dSNI

.................................................................................................... COPYRIGHT
PROTECTED

_1.ar competitiveness. What is the main pro
icive? And why?

2. Discuss issues with '~

4

'9

)

Education

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective Page 15 of 36



Activity 10 — Absolute and relative

1. What do you think is the difference between the following:
¢ Absolute poverty =

s  Relative poverty =

sarethe following measured:

G TUTE DOVEITY = Lot

o Relative POVEILY = oo

3. Name any four factors that may affect relative and absolute poverty wit:

AdOOD NOILO4dSNI

COPYRIGHT
PROTECTED

'9

)

Education
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Activity 11 — Inequality

1. What do you think is the difference between the following:

. Wealth =

<i'the Lorenz curve below:

2. a) Dmwanli.

b) Whatis the formula of the (1 . . fficn’éﬁt?

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective
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Activity 12 = Human Development |

1. HDI index = 3V(education index + life expectancy index + income index)
State how the various components of the Human D=y ;Iopment Index (H

. Education index =

s life expecta nev

3. How good or bad is the indicator of HDI in comparing levels of developm
Use the table below to answer the question.

Advantages of HDI : Disadv

AdOOD NOILO4dSNI

COPYRIGHT
PROTECTED

'9

)
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Activity 13 — Alternative mea
of development

1. List and explain any three alternative indicators of development.

P R I I IO - SO R T T TP TR P IPUPP

AdOOD NOILO4dSNI

COPYRIGHT
PROTECTED

v

Education
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Activity 14 — Factors influenc
growth and developmen

1. Play a game of Pictionary (where one person from a group draws a decid

tries to guess within two minutes). Both group<: .= -aw pictures to re
economic factors of growth and developr < € .ups should take turn
each group should come for tha . »  unu"Whichever team gets the

the allotted time or get=’ s ¢t > ‘.;5..uaéd number of correct answers (say,
to be pulled ou*. . s “ wiid shown to the teacher before you start dra

.
1199&0« no talking and no writing words while drawing.
RCa

=

*_defopment. Which doy

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective Page 20 of 36
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Activity 15 — Strategies influen
growth and development

1. Match up the words and their definitions.

Aid

| »_fiidncial assistance provide
) 5uverty, wars, economic instability,

Skills and expertise that a worker po

Human capital

A business project that two or more
without giving up their individuality.

Joint ventures

These are essentially raw materials.

Microfinance

Small loans given to poor individuals
deprived of such facilities otherwise

Primary
products

This is not only concerned with risin
improvements in living standards, e

and the degree of freedom and acco

o

2. Using a diagram, explain the buff ..« k geme

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective Page 21 of 36
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Activity 16 — Strategies influer
growth and developmen

1. Each person will name and explain any one market-oriented or interve
group you are) strategy of growth and developm. . Ince the first pers:

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective
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Activity 17 — Alternative strategies i
growth and development

1. In pairs or groups, prepare a short presentation, usmg post-lts on any or:
strategies of growth and development: :
¢ industrialisation: Lewis model
» Development of tourism .~ .
e  Development of rn:ix arv r matrles
¢ Fairtrado. . *‘A‘é .

Make sure to add relevant case studies.

2. Fill in the table below:

World Bank Interna

Logo

Founded
!‘"-ar} .

AdOOD NOILO4dSNI

Headquarters

COPYRIGHT
PROTECTED

Role

'9

)

Education
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Activity 18 — Role of financial m

1. a) Whatis meant by the financial market?

b) Unjumble the foll-

=4

aoAgy s

CiT. 0 o cmtrea

e  Gnfreoi hgcneeax aekmtr

Briefly explain three roles of the financial market:

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective
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Activity 19 — Market failure i
financial sector

1. Fill in the chart below by adding explanations on how ’ghe following fact

Asymmetric information

Market rigging

Market F-ilure

AdOOD NOILO4dSNI

Speculation and Moral

market bubbles

COPYRIGHT
PROTECTED

v

Education
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Activity 20 — Role of central b

1. Research and find out the names of the central banks of the following co
they are based:

England _ Russia

Name of
central bank

Headquarters

2. State whether the following statements are true or false:

A | Central banks can lend to commercial banks.

B | Commercial banks can lend to central banks.

C | Central banks set the level of taxation ir .« .t j_jomy.

Central banks can change the level of money supply in the
economy.

3. List the four main functions of central banks:

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective Page 26 of 36
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Answers

Activity 1 — Globalisation

1. a) = Increased trade
e Increased interdependence .
. More foreign direct investment (FDI) and trans- ., 1al companies (TNCs

. Easy access to factor inputs
. Immigration
s  Cultural exchange

o 9 ;e
I, , . , . .
;Z’,coﬂo to the increase in economic and cultural integration and interdepe

2. e  Better means of communication (e.g. Internet) and transport
° World Trade Organization (WTO) — reduction in trade barriers
e  (Creation of TNCs
. Mobility of people

Costs

Some see a decline in some industries due to
cheap imports.

'"di"id}'al Increased interdependence between economies | Export indus
countries means that economic downturn in one big

economy can negatively impact other

economies.
Individual Access to cheap labour frar-.at 02

o oriser” governments
’ Access to ch

governments | that local unemplenr s

_ompetition.

AdOOD NOILO4dSNI

Producers | The i .
T Producers ca

somogenisation of culture. .
More choice.

Consumers might pay higher prices if
globalisation leads to monopoly.
Low wages (exploitation).

Lower prices

Workers Workers might have redundancies if More job op
globalisation produces structural change.
More growth
Environment | More pollution. is more resea

energy, etc.

COPYRIGHT
PROTECTED

'9

)

Education
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Activity 2 — Specialisation and trade

1. a)
N
100 _ 5 Country A’s PPF

g ’ r 3
§ ’;7C0untry B's PP |
Q- :
5

b)

c)

d)

e) Country B needs to give up the production of 4 units of garments to produce
needs to give up the production of 5 units of garments to produce 1 unit of |

f) It can be deduced that country A should produce garments and country B sh
lower opportunity cost in producing their respective goods.

Advantages | .

Activity 3 — Pattern of trade

e Countries can consume bundles that are outsnde .

their PPF

Greater choice for consumers ;
Cheaper goods for consumm . - 5
Greater efftcnencv
Flrmc vperion cailes of scale
drk « 'eu05 to higher profits
ié\,ca } growth

“ Terms of trade m

value goods and
Over-reliance on
Unwanted goods
at very low price
May widen the r
Bad for ‘infantin

Hig " standards of living

1.

a)

b)

e  Trade creation = Create new trade
e  Trade diversion = Divert trade from old to new partners

If countries establish a free trade area among themselves, but erect a comm
non-members, countries that are part of the agreement will face both trade
Students could choose any country from the European Union Customs Union
experienced trade creation and diversion (e.g. France, Germany).

Comparative advantage decides the exports and imports of alt countries. Dev
value goods, such as agricultural goods, while devp*'n « untries have a com
goods, such as cars. g -

Emerging economies have helped el N _,;:~a|t‘trade. These economies h
and raw materials: these croov 4 22 | niports. This has made them a hub fo
Growth of trading bi- q l:teré‘l""trading agreements increases the level

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective
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Activity 4 — Terms of trade

1. The terms of trade calculate the amount of imports that can be bought from a cou
the ratio of the price of exports to the price of imports.

2. Tof = % X 100 = 111.3

This suggests that the terms of trade have improved b %

3. e Relative inflation rates gl
- If country A hasbluo 1 (’h:. 3 _wirthan country B, then its goods will be m
willalsoa i a2 __nsive. This will improve the terms of trade, ceteris

. Rrd ‘Lf OrC ] LJ}LV rates
- }mt"ry A is more productive than country B, this means country A can

wmg the same ievel of resources compared to country B. This differenc
country A’s terms of trade, as it can lower its costs and improve its inter

. Relative exchange rates
- If country A’s exchange rate goes up, it would mean that you can now bu
one unit of country A’s currency. This will make country A’s goods seem

trade will improve.

Activity 5 — Trading blocs

1. (i) and (ii)

)  Freetrade area, NAFTA
b)  Customs union, EU

c¢) Common market, EU

d) Monetary union, Eurozone

Advant> . D

e Notariffsonimpoy ¢ No control over m

o Grezammori: . ori true for monetary

“ig “.0 zcount for ER fluctuations, which hurt + Some members w
co. competitiveness {note this is only true for efficient
monetary unions) ¢ Non-members ma

e Attract FDI = good for growth

e Productivity gains from specialisation via trade
agreements

e Increased trade

e Increased trade creates more jobs

e Countries gain from economies of scale

AdOOD NOILO4dSNI

3.  The WTO encourages free trade by promoting a policy of trade liberalisation. It pr:
negotiations and settlement of any trade issues between member countries.

COPYRIGHT
PROTECTED

Activity 6 — Restrictions on free trade

1. e  Protecting local industries:
- Infant industries 222
- Sunsetinduiw. A

AWy f_;.m**iéé that need time to mature out
~ ins in decline but they may be useful

'9

- Nty ooid be self-sufficient in industries, such as defence and en 09
e Pt M ‘auimping’ from very cheap imports
o PO obs Education

e less dependency

. Correct current account deficit
) Avoid competition

. Retaliation

Starters and Plenaries for Edexcel A: Theme 4 A Global Perspective Page 29 of 36




2. e  Tariffs —the UK’s custom duty is an example of a general tariff on imports.
. Quotas — an extreme example of a quota could be the US—Cuba embargo that b
e  Subsidies — Common Agricultural Policy (CAP).
¢ Non-tariff barriers, e.g. health and safety legislation.

Price of Cars

N Domestic demand . ;i
s oupp

World supply + tariff

/]\ P2
P1

World supply

1 . i
> Quantity of Cars

1

New imports

Old imports

Activity 7 — Balance of payments

AdOOD NOILO4dSNI

1.
¥ Balance of Payments (BOP)
Current account (C/A})
Secondary Capital
income investment
v,
l v
) N\
Inflow of Loans/
. grants
Exports income .
) R received
minus minus and/or given
imports outflow of g
. out by
income
\_ ) \governments,
2. COPYRIGHT
Causes of C/A deficit Cau PROTECTED
e High inflation rate & cheap imports » . ‘Protectionist mea
o Relatively low fabour productivity =2 mcreasef‘ ~ Low inflation & ch
average cost & cheap imports W - e Lower exchanger
* Higher exchangerate » chez~ - o1 = e Low domestic gro
e High domestic grow”j e 1cr’=‘ sed’ demand for e  Relatively high lab {9
imports ' account = cheap
'S Q
3. a) s 1?9‘3 pcii’t’ure reducing policies 9

L
W 5enditure-switching policies

. Supply-side policies

Education

b) e Expenditure-reducing policies = increasing income tax
. Expenditure-switching policies = trade barriers
. Supply-side policies = spending on education and training
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Activity 8 — Exchange rates

1.

Activity 9 — International com et i v..dss

. Floating
. Fixed
) Managed

a) F (fixed exchange rate)

by T
o T
d) F(revaluation) Y

If people speculate (nr " ' L _e'value of the pound will fall, they will sell thei
«o: Thus, as demand for pounds decreases, it depreciates

Current Account
Balance

N

Positive:
surplus

~, Time
rd

Negative:
deficit

Activity 10 — Absolute and relative poverty

ewts domestic goods abroad, while competing with oth:

a) Acoiygary'sol
o SR
5 ic unit labour costs
G
"nelative export prices

c) o Relative unit labour costs: if domestic labour is more productive and/or
country, then the domestic country is said to be more internationally co

. Relative export prices: if domestic exports are cheaper than exports of
country is said to be more internationally competitive (i.e. it can export

Over-reliance on one export item can be a huge problem for a country. World de
export good or, in the case of agriculture, natural calamities can significantly redu
very important for countries to diversify their economies.

1.

i, »~ t vasic needs over a long

e Absolute poverty = A state where a person i
clothing). v '
e Relative poverty = Astat2 wiie 2
average persor. . 48

10 1 R
B overty = Measured by calculating the proportion of people living u

typa#3 a day.

. Relative poverty = In Britain any person earning less than 60% of the median

) Growth rate ) More trade
° More FDI . Income tax
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Activity 11 — Inequality

1. e Wealth is a stock concept. Assets, such as a house, are examples of wealth.
. Income is a flow concept. Liquid cash is a prime example of income.

2. a)

Percentage of income

sl 2k equality

Lorenz curve

Percentage of
50% 80% 100% > Population

area A

b)  Gini coefficient= ———
areas A+B

Activity 12 — Human Development Index (HDI)

1. o Education index = Average + expected years of schooling
J Life expectancy index = Life expectancy at birth ‘
J Income index = GNI per capita

o

2. GNI=GDP + net income receiver =7+

Dis

* Using averages m

* Certain factors ar

* Uses two measures for education. equality, ecologic

e Measures variables that are considered to improve
society.

Activity 13 — Alternative measures of development

1. e Inequality-adjusted HDI (IHDI)
- IHDI basically adjusts HDI for inequalities.
- If inequality for any of the three measures {education, income, health) is
be lower than a country’s HDI value.
. Multinational poverty (MP)
- This, too, is a multidimensional me~su < & .aeans it incorporates a
- It not only looks at povertvir i . f nicome but also the facilities avai
day. it looks at thirg Ssd 1 L m.;ﬁl’fa"c'ion, crime, water, etc.
e Headcountratic . .07 '
U :{.:.__ﬁxfrip'l:\‘/ counts the number of poor peopie in a country.
‘“:rty'ié' based on anyone earning under $2 a day at PPP.
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Activity 14 — Factors influencing growth and development

2. Examples may include corruption, poor governance, wars, natural disasters.

Activity 15 — Strategies influencing growth and development

1.

Typically financial assistar, & ,, ’)v i ,‘1 to countries in need d

Aid mstabmty, etc.

e g ‘]
Development

i -.'ils'5nd expertise that a worker possesses.

A business project that two or more firms undertake toge
individuality.

Small loans given to poor individuals or groups, as they ar
otherwise.

Microfinance

Primary products | These are essentially raw materials.

2. As mentioned before, commodities face great variation in prices (price volatility) d
disasters and inelastic demand and supply.

¢  This means farmers’ incomes are under threat. Also, it
makes it hard for them to plan ahead due to this Price of Wheat
uncertainty. This can be particularly harmful for /
countries that rely heavily on agriculture.

e  Thus, some governments introduce buffer stock
schemes to control this price volatility — and with it P
farmers’ incomes and living standards.

] Buffer stock schemes set a price range within wl“’,’" o
price of commodities is allowed to fluctuate 7Be -~
these limits, the government int2 .« + . The upper
price limit is known as 2.2 v 2 vy while the lower
limit is known S ik a\ A

,' iashad a very gcod year for agr;culture Thls will mean t

P3

P2

AdOOD NOILO4dSNI

pr;ce back up to Py, whlch is within the permitted range.
. Now, suppose a country is severely affected by flooding — and this has destro
This means that the supply decreases (from S:to S3), which pushes the price
price ceiling, the government will release (or sell) some of its wheat stock int
supply (from Szto Si1), which pushes the price back down to Pi.
J However, the main issue with buffer stock schemes is that storing perishable
e Also, there are unnecessary transportation costs.
) It is hard to incorporate all the producers of commodities into the scheme —w
work and for it to have a positive effect on the economy.

COPYRIGHT
PROTECTED

Activity 16 — Strategies influencing growth and devel~ - nent

1. Market-oriented strategies:
1. Trade liberalisation ..
This is about reducmg freciua ":n 1 _;sU€h as tariffs and subsidies, to encoura

g atse employment opportunities will be created i

’ _drmean higher wages and tax revenue, which will result i
o ‘ased choice for consumers in terms of cheap goods and services is |

'9

)

Education

2. Promot;on of FDI
FDI creates jobs in developing countries, which can help reduce poverty. Mo
which will be spent in the economy. This will benefit firms and the economy
to collect more taxes to spend on things such as education and health. FDI is
to gain expertise and benefit from world-class equipment.
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3. Removal of government subsidies
Although subsidies are used to help certain firms or industries to grow, they d
to have competitiveness in order to survive. For this, they need to ensure low:
for consumers. In this manner, the most efficient firms survive and inefficient
resources are allocated fairly and efficiently.

4. Floating exchange rate systems .
Switching from a fixed to a floating exchange rate re . will mean that the f
decide the vaiue of a country’s currency. Thoha de ‘)f tiis is that imports w

wiil become cheaper. Asa result "“'s W 'f (and exports will rise. This w
Moreover, higher earnings *-

‘or 1. will translate into higher wages for w
revenues and privat .- - *hr'j
M- ce refers to providing small loans (microcredit) to poor people.

Ao

0 O S

O
o5
3

1.,,:
6. Prwatlsat:on
Privatisation is about selling state-owned businesses to the private sector. Iti
more efficient than the public sector. This is because the main motive of the
order to maximise profits, firms are encouraged to reduce costs. This suggest
to keep costs to a minimum. Also, profit-maximising firms have the capacity t
increases people’s disposable incomes. Tax revenue will also rise, which will

Interventionist strategies:

1. Development of human capital
Human capital can be developed by investing in education (and other training
current skills). Improving human capital will improve a country’s productivity
able to produce more goods and services. Moreover, this reduces the averag
domestic goods competitive internationally. As a result, demand for exports

2. Protectionism S
This is about enforcing trade barriers, such asaul. i ,f;qu'étas. Doing so will p
compe’mtaon and so local industries -t = a ciceto mature and become pro

: ..'employment will aiso be protected —

AdOOD NOILO4dSNI

Th ~g ‘ou cif mﬂg the forces of demand and supply to dictate the exchang
ro: ;llght intervention. For example, decreasing the interest rate means
abr¥®a; “Where the reward for saving is much higher (i.e. higher interest rate).
domestic currency, thereby lowering its vaiue. This is good for the economy a
attractive (as they will appear cheaper). As a result, exports rise and imports

trade deficit.

4. Infrastructure development
Good infrastructure is essential for development. It reduces the costs of firm
encourage potential firms to start their business, as good infrastructure might
its high sunk costs) more viable.

COPYRIGHT
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5. Promoting joint ventures with global companies
Joint ventures with global companies will equip domestic firms with greater e
firms may be able to benefit from the advanced marketing of foreign firms. Tl
opportunities domestically, which will increase consur~  sending — leading to

6. Bufferstock schemes .
Commodities face great variatiz» .y e (price volatility) due to reasons suc
demand and supply T" 5 nea 5 gnners incomes are underthreat Also, it

'9

SCla SO 09
ge 1?93‘0,\ mtervenes The upper price limit is known as a price ceiling, whil
floCu ¥ius, some governments introduce buffer stock schemes to control thi EdUCO‘tIOn

incomes and living standards.
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Activity 17 — Alternative strategies influencing growth and developmen

World Bank

Logo

b WORLD BANK
1945
Washington D.C., USA

This is a global institution that gives out long-
term grants/loans to developing countries.
These grants (or loans) range from
humanitarian aid to developmental aid.

Activity 18 — Role of financial markets

1. a) Thefinancial market is a market where people buy and sell commodities, bo

b) e  Money market
. Capital market
. Foreign exchange market

c) e«  Aliows people to save their money, so otherscz .« ‘row while the save

e Provides funds to those who want toir_ s "+ : les savings are used
banks facilitate this channel!m" ¢ “ : '
People can also borre:

AdOOD NOILO4dSNI

to‘ raise capital for firms. Snmniariy, government bonds canbesoldtora

Activity 19 — Market failure in the financial sector

1.

Market Failure
Borrowers may know more than the lenders, for example, t
any loans. Lenders may end up giving loans to borrowers w
selection): this will negatively affect the entire economy.
If financial markets see excessive risky practices, this can sig
Externalities example, every taxpayer had to pay for the financial losses i
Financial Crash. i
If people/institutions areir-.7 d ¢ inse losses they are lik
Moral hazard banks tend to fee! *h At :‘* excessive risks, since ‘they
2008 reces ._ e i pdyers basled out banks.
™~ L.ng can create ‘market bubbles’. This means t
cnuny, due to inflated expectations (speculation). Howe
.| expectations of a fall in the asset’s value. Thus, people will t
increase the supply in the market, lowering the price. This |
which causes AD to fall.
This involves the illegal manipulation of something (general
rigging can take place while setting interest rates or the exc
confidential information about their borrowers and arein a
benefit from the manipulated changes in the exchange rate

Asymmetric
information
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Market rigging
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Activity 20 — Role of central banks

1.
England Spain Russia
Name of central bank | Bank of England Bancoﬂde Bank of Russia
Espafia
Headquarters London Madric Moscow

2. a) T

b) F

c) F

d F

e) T

f) F

g T

3. e Sets the monetary policy
) Lends to the government
. Lends to other banks
J Regulates the banking industry
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