

[image: image]




[image: ]



 

Acknowledgements
Every effort has been made to trace all copyright holders, but if any have been inadvertently overlooked, the Publishers will be pleased to make the necessary arrangements at the first opportunity.

Although every effort has been made to ensure that website addresses are correct at time of going to press, Hodder Education cannot be held responsible for the content of any website mentioned in this book. It is sometimes possible to find a relocated web page by typing in the address of the home page for a website in the URL window of your browser.

Hachette UK’s policy is to use papers that are natural, renewable and recyclable products and made from wood grown in well-managed forests and other controlled sources. The logging and manufacturing processes are expected to conform to the environmental regulations of the country of origin.

Orders: please contact Bookpoint Ltd, 130 Park Drive, Milton Park, Abingdon, Oxon OX14 4SE. Telephone: (44) 01235 827827. Fax: (44) 01235 400401. Email education@bookpoint.co.uk Lines are open from 9 a.m. to 5 p.m., Monday to Saturday, with a 24-hour message answering service. You can also order through our website: www.hoddereducation.co.uk

ISBN: 978 1 5104 7218 1
eISBN: 978 1 5104 7279 2

© Jan Miles-Kingston and Clive Riches 2020

First published in 2020 by

Hodder Education,

An Hachette UK Company

Carmelite House

50 Victoria Embankment

London EC4Y 0DZ

www.hoddereducation.co.uk

Impression number 10 9 8 7 6 5 4 3 2 1

Year      2024      2023      2022      2021      2020      

All rights reserved. Apart from any use permitted under UK copyright law, no part of this publication may be reproduced or transmitted in any form or by any means, electronic or mechanical, including photocopying and recording, or held within any information storage and retrieval system, without permission in writing from the publisher or under licence from the Copyright Licensing Agency Limited. Further details of such licences (for reprographic reproduction) may be obtained from the Copyright Licensing Agency Limited, www.cla.co.uk

Cover photo: Sy Sarayut/Adobe

Typeset by Integra Software Services Pvt. Ltd., Pondicherry, India

Printed in Spain

A catalogue record for this title is available from the British Library.


[image: ]



Get the most from this book

Everyone has to decide his or her own revision strategy, but it is essential to review your work, learn it and test your understanding. These Revision Notes will help you to do that in a planned way, topic by topic. Use this book as the cornerstone of your revision and don’t hesitate to write in it — personalise your notes and check your progress by ticking off each section as you revise.

Track your progress

Use the revision planner on pages 4–8 to plan your revision, topic by topic. Make a note when you have:


•  revised and understood a topic

•  tested yourself

•  practised the exam and ‘Now test yourself’ questions and gone online to check your answers and complete the quick quizzes



You can also keep track of your revision by noting each topic heading in the book. You may find it helpful to add your own notes as you work through each topic.
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Features to help you succeed
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Exam tips

Expert tips are given throughout the book to help you polish your exam technique in order to maximise your chances in the exam.
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Typical mistakes

The author identifies the typical mistakes candidates make and explains how you can avoid them.
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Now test yourself

These short, knowledge-based questions provide the first step in testing your learning. Answers are online.
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Definitions and key words

Clear, concise definitions of essential key terms are provided where they first appear.

Key words from the specification are highlighted in purple throughout the book.
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Revision activities

These activities will help you to understand each topic in an interactive way.
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Debates

Debates are highlighted to help you assess arguments and use evidence appropriately.
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Exam practice

Practice exam questions are provided for each topic. Use them to consolidate your revision and practise your exam skills.
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Summaries

The summaries provide a quick-check bullet list for each topic.
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Online

Go online to check your answers to the ‘Now test yourself’ and exam questions, and try out the extra quick quizzes at www.hoddereducation.co.uk/myrevisionnotesdownloads
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My Revision Planner

Introduction to economics

  1  Main economic groups and factors of production

Main economic groups

Factors of production

  2  The basic economic problem

Scarce resources and unlimited wants

How, what and for whom

Opportunity cost

Costs and benefits of economic choices

Economic, social and environmental sustainability

The role of markets and money

  3  The role of markets

What is a market?

Primary, secondary and tertiary sectors

Factor and product markets

Specialisation and exchange

  4  Demand

What is meant by demand?

Drawing and explaining a demand curve

Drawing shifts of, and movements along, the demand curve

Causes and consequences of shifts of, and movements along, the demand curve

Price elasticity of demand

Drawing demand curves of different elasticity

The importance of price elasticity of demand

  5  Supply

What is meant by supply?

Drawing and explaining a supply curve

Drawing shifts of, and movements along, the supply curve

Causes and consequences of shifts of, and movements along, the supply curve

Price elasticity of supply

Drawing supply curves of different elasticity

The importance of price elasticity of supply

  6  Price

Price as a reflection of worth and its role in determining an efficient distribution of resources

Equilibrium price and quantity

Drawing and analysing the interaction of demand and supply

The role of markets in the determination of price and the allocation of resources

How the market forces of demand and supply affect equilibrium price and quantity

  7  Competition

Producers and competition

How competition affects price

The economic impact of competition

  8  Production

The role of producers, including individuals, firms and the government

The importance of production and productivity

Total cost, average cost, total revenue, average revenue, profit and loss

The importance of cost, revenue, profit and loss for producers

Economies of scale

  9  The labour market

The role and operation of the labour market

The determination of wages through supply and demand

Gross and net pay

10  The role of money and financial markets

The role of money as a medium of exchange

The role of the financial sector

The importance of the financial sector

How different interest rates affect the levels of saving, borrowing and investment

The effect on savings and borrowings of changes in the rate of interest

Economic objectives and the role of government

11  Economic growth

Meaning of economic growth

Measurement of economic growth

Recent and historical data

Determinants of economic growth

Costs and benefits of economic growth

Economic, social and environmental sustainability

12  Low unemployment

Employment and unemployment

The Claimant Count

Calculation of unemployment rate

Recent and historical data

Causes and types of unemployment

Consequences of unemployment

13  Fair distribution of income

Meaning of distribution of income

Types of income

Difference between income and wealth

Calculation of income and wealth

Causes of differences in distribution of income and wealth

Consequences of differences in distribution of income and wealth

14  Price stability

Price stability and inflation

Real and nominal values

Measurement of inflation: consumer price index (CPI)

Calculation of the effect of inflation on prices

Recent and historical data

Causes of inflation

Consequences of inflation

15  Fiscal policy

The purposes of government spending and sources of government revenue

Government budgets

Fiscal policy/economic objectives

How taxes and spending affect markets and the economy

The costs and benefits of fiscal policy

Economic consequences of measures to redistribute income and wealth

16  Monetary policy

Monetary policy and how it can be used to achieve economic objectives

How monetary policy can affect growth, employment and price stability

The effects of monetary policy

17  Supply-side policy

Supply-side policy and economic objectives

The costs and benefits of supply-side policies

18  Limitations of markets

Externalities

Government policies to correct externalities

Taxation

Taxation to correct externalities

Subsidies

Subsidies to correct externalities

State provision

State provision to correct externalities

Legislation and regulation

Legislation and regulation to correct externalities

Information provision

Information provision to correct externalities

International trade and the global economy

19  Importance of international trade

Reasons for countries to trade

Benefits of imports and exports

Free trade agreements

The European Union (EU)

20  Balance of payments

Balance of payments on current account

Calculation of deficits and surpluses

Recent and historical data

The importance of the current account to the UK economy

Causes of surplus and deficit of the current account

21  Exchange rates

Drawing and analysing exchange rate diagrams

Calculation of currency conversion

Recent and historical data

The effect of changes in the exchange rate

22  Globalisation

The meaning of globalisation

Driving factors of globalisation

Measurement of development

Costs and benefits of globalisation


Countdown to my exams
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6–8 weeks to go


•  Start by looking at the specification — make sure you know exactly what material you need to revise and the style of the examination. Use the revision planner on pages 4–8 to familiarise yourself with the topics.

•  Organise your notes, making sure you have covered everything on the specification. The revision planner will help you to group your notes into topics.

•  Work out a realistic revision plan that will allow you time for relaxation. Set aside days and times for all the subjects that you need to study, and stick to your timetable.

•  Set yourself sensible targets. Break your revision down into focused sessions of around 40 minutes, divided by breaks. These Revision Notes organise the basic facts into short, memorable sections to make revising easier.
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2–6 weeks to go


•  Read through the relevant sections of this book and refer to the exam tips, exam summaries, typical mistakes and key terms. Tick off the topics as you feel confident about them. Highlight those topics you find difficult and look at them again in detail.

•  Test your understanding of each topic by working through the ‘Now test yourself’ questions in the book. Look up the answers online.

•  Make a note of any problem areas as you revise, and ask your teacher to go over these in class.

•  Look at past papers. They are one of the best ways to revise and practise your exam skills. Write or prepare planned answers to the exam practice questions provided in this book. Check your answers online and try out the extra quick quizzes at www.hoddereducation.co.uk/myrevisionnotesdownloads

•  Use the revision activities to try out different revision methods. For example, you can make notes using mind maps, spider diagrams or flash cards.

•  Track your progress using the revision planner and give yourself a reward when you have achieved your target.
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1 week to go


•  Try to fit in at least one more timed practice of an entire past paper and seek feedback from your teacher, comparing your work closely with the mark scheme.

•  Check the revision planner to make sure you haven’t missed out any topics. Brush up on any areas of difficulty by talking them over with a friend or getting help from your teacher.

•  Attend any revision classes put on by your teacher. Remember, he or she is an expert at preparing students for examinations.
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The day before the examination


•  Flick through these Revision Notes for useful reminders, for example the exam tips, exam summaries, typical mistakes and key terms.

•  Check the time and place of your examination.

•  Make sure you have everything you need — extra pens and pencils, tissues, a watch, bottled water, sweets.

•  Allow some time to relax and have an early night to ensure you are fresh and alert for the examinations.
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My exams

GCSE (9–1) Economics Paper 1

Date:…………………………

Time:…………………………

Location:……………………

GCSE (9–1) Economics Paper 2

Date:…………………………

Time:…………………………

Location:……………………
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1 Main economic groups and factors of production

Main economic groups


•  The three main economic groups are consumers, producers and government.

•  Each group has different objectives that influence its behaviour.

•  Each group’s actions impact the economy through buying, producing or intervening in markets.

•  Goods and services are terms that are used to differentiate two types of what can be bought and sold.



Consumers


•  Consumers are the buyers of goods and services.

•  They are influenced by how much benefit they will gain from a good.

•  This enables consumers to put a price on how much they value it.

•  To make sensible decisions on the value of a good, consumers need to have information about the goods available and the ability to understand this information.



Producers


•  Producers are the sellers of goods and services.

•  They are influenced by how much benefit they receive from a good.

•  One benefit is profit.

•  In order to maximise profit, suppliers choose what and how they produce.

•  This can affect the quantity, price or quality of the goods produced.
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Exam tip

It is important to learn about key factors that influence consumers when valuing goods. It is also useful for evaluation to consider whether they are really able to make decisions that will maximise their benefits.
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Government


•  A government is a group of people who have the power to run a country.

•  They are influenced by wanting the best for society.

•  The government can impact the whole economy by its policies, e.g. changing the level of unemployment benefit.

•  The government can impact markets for specific goods and services, e.g. by adding taxes.

•  Governments spend money in an economy, e.g. providing services, such as healthcare, and transferring money directly to individuals, such as child benefit.



Interdependence


•  There is interdependence between consumers, producers and government.

•  This means the economic actions of one group are likely to impact another.

•  This linking between the different groups is a key area to consider when thinking about what might happen after any change in an economy.




[image: ]

Now test yourself

Identify which of the following are true or false:


1  An individual consumer’s decision to consume alcohol does not have an impact on the government.

2  Consumers are influenced by how much profit they make when making economic decisions.

3  The government’s decision to promote healthy eating can have an impact on producers of food.

4  The National Health Service is an example of a producer.

5  Travel insurance is an example of a good.



Answers online
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Exam tip

Chains of reasoning are needed for higher-mark questions. These are a series of links that show clearly how something leads to something else. Practise this with different types of government intervention.
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Factors of production

There are four key factors of production that affect the quantity and quality of output:


1  Land includes all raw materials that are naturally occurring, e.g. oil, trees, the sea and soil.

2  Labour: the workforce. It is affected by the quantity and quality of people able to work. The quality of the workforce is particularly affected by education and health.

3  Capital includes different types of machines and infrastructure, e.g. roads that are used during the manufacture of other goods and services.

4  Enterprise: this function is performed by entrepreneurs. They organise the other factors of production to create goods and services and bear the risks of the production process.
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Exam tip

Stress and apply the key characteristics of entrepreneurs when using an example. This can make an answer stronger and safer, especially when there is any overlap with labour.
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Now test yourself

Identify the factor of production for the following examples:


  6  aeroplane

  7  corner shop owner

  8  runway

  9  coal

10  warehouse



Answers online
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Typical mistake

Use the definitions of the different factors of production as checklists for categorising examples. This can help avoid mistakes such as identifying buildings as land.
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Exam practice


1  Which one of the following is not an example of land?




    A  water

    B  trees

    C  air

    D  petrol

[1]




2  Which one of the following describes best the key motivation for firms?




    A  the ability to maximise satisfaction from production of a good or service

    B  the ability to maximise profit from production of a good or service

    C  the ability to maximise the welfare of society from production of a good or service

    D  the ability to maximise sales from production of a good or service

[1]




3  State two types of the factors of production.

[2]



Answers and quick quiz 1 online
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Summary

You should have an understanding of:


•  the three main economic groups of consumers, producers and the government

•  the difference between goods and services

•  the interdependence of consumers, producers and the government

•  the four factors of production: land, labour, capital and enterprise

•  the way the factors of production are combined to produce goods and services
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2 The basic economic problem

Scarce resources and unlimited wants


•  The economic problem is that there are unlimited wants for goods and services but there are only scarce resources to make them.

•  Unlimited wants describes the desire that consumers could have for an infinite amount of goods if they had no limits such as affordability.

•  Scarce resources are where there are a limited amount of factors of production available. This restricts which goods can be made.

•  There are too many competing uses for the amount of resources available.



How, what and for whom

Economists think of ways to reduce the gap between what can be made and what is wanted by consumers. Three key questions are a starting point for reducing the economic problem:


1  How should goods and services be produced? For example, should firms use more technology, have large-scale production, or use incentives to motivate managers?

2  What should be produced? For example, should resources be used to make fizzy drinks, machines or hospitals?

3  For whom should the goods and services be produced? For example, should consumers only have goods they can afford to buy or are there goods that should be provided by the government for everyone?
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Typical mistake

Take care not to confuse the word ‘needs’ with the idea of unlimited wants. ‘Needs’ are goods and services required for survival. There is only a limited list of needs, and it is possible that they could be fulfilled.
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Exam tip

Make it clear in your answers exactly what is the opportunity cost by linking the term with the example used. For example, a firm’s choice to make more shampoo means it has to reduce the amount of soap it makes. The amount of soap given up is the opportunity cost.
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Opportunity cost


•  Once a decision is made on a use for scarce resources, then other options for their use are sacrificed.

•  Opportunity cost is the term to describe what has been given up.

•  It covers the missed benefits that the other options may have given to consumers.

•  It can be used to compare what could have been gained from different uses of resources.

•  It can help decide which goods and services should be produced.
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Now test yourself

Match the terms with the correct explanation.
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Answers online

[image: ]



Costs and benefits of economic choices


•  Economists weigh up the costs and benefits of different economic choices.

•  This evaluation can help decide on the most beneficial use of resources for society.

•  If costs of a good are greater than its benefits, then this would be a poor use of an economy’s resources and production should be reduced.

•  If benefits of a good are greater than its costs, then this would suggest that more should be made so that society can benefit.

•  Economists consider the direct costs and benefits of different economic choices for consumers and producers.

•  They also consider the side effects of goods and services that can impact society beyond the consumers and producers.



Economic, social and environmental sustainability


•  Sustainability looks at the costs and benefits of economic choices both now and in the future.

•  This enables economic decisions that can prioritise the use of scarce resources and help improve quality of life now without reducing it for future generations.

•  Actions aimed at achieving one type of sustainability may have an impact on another type of sustainability, e.g. subsidising renewable energy may have a positive impact on the environment as well as economic benefits due to job creation.
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Exam tip

A question that asks you to evaluate includes marks for:


•  Application: use of evidence from extracts and specific markets.

•  Analysis: chains of reasoning to explain how theory works for the question set.

•  Evaluation: weighing up of analysis, e.g. problems with theory or factors that offset.

•  Judgement: overall answer to the question with brief support, e.g. that adds to, or prioritises, the arguments made.
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Economic sustainability


•  Economic sustainability means that decisions are made that make financial sense for both now and the future.

•  It should lead to growth or development for economies or enable firms to stay in business in the future.

•  It can take into account all the economic costs and benefits of a good now and into the future.

•  Examples of economic costs include:




    •  costs of production, such as raw materials,

    •  the price of the good that consumers pay

    •  other reduced costs due to the economic choice, such as a choice that reduces unemployment and therefore benefit payments




•  Examples of economic benefits include:




    •  potential sales and profits over time

    •  any financial benefits that result from the economic choice, such as spending on research that can lead to more innovative products that could lead to future sales



Social sustainability


•  Social sustainability means that decisions are made that improve a society’s quality of life and wellbeing.

•  It means that growth or development should meet the basic needs of all, now and into the future.

•  It encourages fairness and a better society with respect for others and their quality of life, e.g the impact of an economic choice regarding transport provision considers access to leisure and services for groups in society, such as the elderly.

•  A happier society may lead to a more productive economy over time.



Environmental sustainability


•  Environmental sustainability means that our environment is protected so that the earth can support humans and trade now and in the future.

•  Choices may be prioritised that minimise harm to the environment over time.

•  It includes consideration of the impact of:




    •  use of renewable resources, such as using wood from managed forests, which can mean a continued source of a raw material as well as other environmental benefits

    •  use of non-renewable resources, such as depletion of fossil fuels so all production is more difficult in the future

    •  actions resulting in different types of pollution and potential climate change, such as air pollution and breathing problems for children
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Exam tip

Starting points for evaluation may include:


•  Time: how long might it last; how long does it take for an impact to occur?

•  Other factors: might other changes offset the impact? Are there costs or benefits – which is greater?

•  Elasticity or Evidence: is price elasticity of demand relevant? (See Chapter 4 to review elasticity of demand.) Might estimates be wrong? Is there any relevant evidence?

•  Size or Significance: how big is the change? How big is the final impact likely to be?
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Exam practice


1  An opportunity cost of a consumer buying a chocolate bar could be:




    A  the price of the chocolate bar

    B  the calories from the chocolate bar

    C  the benefits from buying an apple instead

    D  the cost of producing an apple

[1]




2  A country can make the following combinations of TVs and washing machines.



	Output of TVs (millions)
	Output of washing machines (millions)



	05

	21




	10

	20




	20

	18





Which of the following would be the opportunity cost of increasing production of TVs from 5 to 10 million?




    A  10 million units of TVs

    B  21 million units of washing machines

    C  5 million units of TVs

    D  1 million units of washing machines

[1]




3  Explain what is meant by economic choices that promote ‘environmental sustainability’.

[2]

4  Ellie and Will run a coffee shop. State one likely cost and one likely benefit of running this business.

[2]



Answers and quick quiz 2 online
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Summary

You should have an understanding of:


•  the basic economic problem of scarce resources but unlimited wants

•  the three key questions used in considering the economic problem: how, what and for whom

•  the idea of opportunity cost when making economic choices

•  the way economists weigh up costs and benefits of economic choices to evaluate their impact

•  the impact of economic choices on economic, social and environmental sustainability
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