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H060 AS Level Economics - Component 1

Name ………………………………………………………………….

My minimum expected grade: ……..

My target grade: ………

Please indicate your level of understanding of each topic. If required also decide by when you’re going to check again by inserting the appropriate dates.

Red = Emerging (At the moment I am not confident with this topic) 

Amber = Secure (I can apply this but not consistently)

Green = Mastered (I can confidently apply this knowledge repeatedly)

	Area of Study
	Topic
	Learners should be able to:
	RAG 
	Review date
	RAG

	Scarcity and choice
	The basic economic problem
	· distinguish between economic goods and free goods

· explain what is meant by the basic ‘economic problem’

· evaluate the implications of the basic ‘economic problem’

· distinguish between normative and positive statements

· explain what is meant by scarcity

· evaluate, using examples, the problem of scarcity and the requirement make choices

· explain, using examples, the impact of sustainability on scarcity and choice

· explain the role of economic agents:

· government

· firms

· households

· explain the nature and role of the different factors of production as economic resources

· explain the rewards to the factors of production.
	
	
	

	
	The market economy
	· evaluate the strengths and weaknesses of the market economy

· evaluate the role of government within the market economy.
	
	
	

	
	Opportunity cost
	· explain the concept of opportunity cost

· explain what is meant by a ‘trade-off’

· explain what is meant by a production possibility curve/frontier (PPC/F)

· explain the factors causing a PPC/F to shift

· explain how a PPC/F can be used to illustrate scarcity, choice, opportunity cost and productive efficiency

· evaluate the usefulness of the concept of opportunity cost.
	
	
	

	
	Specialisation and trade
	· explain what is meant by specialisation and the division of labour

· evaluate the role of specialisation and the division of labour in addressing the problem of scarcity

· explain how specialisation encourages trade and exchange in an economy

· explain how money facilitates trade and exchange compared to barter systems.
	
	
	

	How competitive markets work
	Allocation of resources
	· explain what is meant by resource allocation

· explain the impact of incentives on the behaviour of economic agents and resource allocation

· evaluate the effectiveness of incentives on the behaviour of economic agents and resource allocation

· explain how market, planned and mixed economies allocate resources

· evaluate the advantages and disadvantages of different types of economy in allocating resources.
	
	
	

	
	The objectives of economic agents
	· explain, using examples, what is meant by maximisation

· identify possible objectives of economic agents

· evaluate the different objectives of the economic agents in an economy.
	
	
	

	
	Supply and demand and the interaction of markets
	· explain what is meant by a market and by sub-markets

· explain the relationship between individual and market demand

· explain what is meant by derived, joint, composite and competitive

demand

· explain the relationship between price and quantity demanded using marginal utility theory and income and substitution effects

· explain, with the aid of a diagram, the difference between a movement along the demand curve (extension/contraction) and a shift of the demand curve (increase/decrease)

· explain the factors which cause a shift of the demand curve

· explain, with the aid of a diagram, what is meant by consumer surplus

· explain and calculate how changes in price affect consumer surplus

· evaluate the impact of changes in price on consumer surplus

· explain the relationship between individual supply and market

supply

· explain what is meant by joint, composite and competitive supply

· explain the relationship between price and quantity supplied

· explain, with the aid of a diagram, the difference between a movement along the supply curve (extension/contraction) and a shift of the supply curve (increase/decrease)

· explain the factors which cause a shift of the supply curve

· explain, with the aid of a diagram, what is meant by producer surplus

· explain and calculate how changes in price affect producer surplus

· evaluate the impact of changes in price on producer surplus

· explain, with the aid of a diagram, how demand and supply interact to produce market equilibrium in product markets, financial markets and the markets for factors of production

· evaluate the impact of changes in demand and/or supply in one market on a related market(s)

· explain the causes and consequences of disequilibrium in a market

· explain, with the aid of a diagram, how changes in the factors affecting supply and demand will impact on equilibrium price and quantity in moving from an initial equilibrium to a new equilibrium

· explain, with the aid of a diagram, why the price and output of some goods and services may be volatile

· evaluate, with the aid of a diagram, the usefulness of demand and supply in analysing markets, such as commodities, housing and transport

· explain the assumptions underlying the model of supply and demand

· explain the way in which the model of supply and demand operates using a range of techniques

· analyse the model to describe and predict economic behaviour

· evaluate the usefulness and limitations of the economic model of supply and demand in explaining real world phenomena.
	
	
	

	
	
	· 
	
	
	

	
	Elasticity
	· explain what is meant by elasticity

· explain what is meant by price elasticity of demand (PED)

· calculate PED using point elasticity

· explain, with the aid of a diagram, the different values of PED

· explain why price elasticity of demand varies along a straight line demand curve

· explain, with the aid of a diagram, the relationship between PED and a firm’s total revenue

· evaluate the factors which determine the degree of PED

· evaluate the effect of PED on the impact of an indirect tax and of a subsidy

· explain what is meant by income elasticity of demand (YED)

· calculate YED

· evaluate the significance of the numerical value and sign of YED

· explain the difference in YED of inferior, normal and superior goods

· explain what is meant by cross elasticity of demand (XED)

· calculate XED

· evaluate the significance of the numerical value and sign of XED

· explain the difference in XED of substitute, complementary and non-

related goods

· explain what is meant by price elasticity of supply (PES)

· calculate PES using point elasticity

· explain, with the aid of a diagram, the different values of PES

· evaluate the factors which determine the degree of price elasticity of supply

· evaluate the usefulness of and significance of PED, YED, XED and PES to all economic agents.
	
	
	

	
	Productive and allocative efficiency
	· explain what is meant by productive efficiency

· explain what is meant by allocative efficiency

· explain what is meant by economic efficiency

· evaluate the importance of productive, allocative and economic efficiency.
	
	
	

	
	Costs and revenue
	· explain what is meant by: total cost (TC), total fixed cost (TFC), total variable cost (TVC), average cost/average total cost (AC/ATC), average fixed cost (AFC), average variable cost (AVC), marginal cost (MC)

· calculate: TC, TFC, TVC, AC (ATC), AFC, AVC, MC
	
	
	

	
	Economies and diseconomies of scale
	· explain what is meant by internal and external economics and diseconomies of scale

· evaluate the causes of internal and external economics and diseconomies of scale

· evaluate the benefits and drawbacks internal and external economics and diseconomies of scale to a business/industry
	
	
	

	Market failure 
	Market failure
	· explain what is meant by market failure

· explain the implication(s) of market failure for efficiency/inefficiency

· explain what is meant by market failure in terms of over or under

consumption/production and resource allocation.
	
	
	

	
	Externalities
	· explain, with the aid of a diagram, what is meant by positive and negative externalities (external benefits and external costs) of consumption

· explain, with the aid of a diagram, what is meant by positive and negative externalities (external benefits and external costs) of production

· explain what is meant by marginal social cost, marginal external  cost, marginal private cost, marginal social benefit, marginal external benefit and marginal private benefit

· explain, with the aid of a diagram, why the following cause market failure:

· negative externalities of consumption

· negative externalities of production

· positive externalities of consumption

· positive externalities of production

· evaluate how the existence of externalities affects markets, such as education, health, transport and the environment.
	
	
	

	
	Information asymmetries
	· explain what is meant by information failure

· explain what is meant by asymmetric information and moral hazard

· explain, with the aid of a diagram, how information failure causes market failure

· explain what is meant by merit and demerit goods

· explain what is meant by merit and demerit goods in terms of information failures

· evaluate the significance of merit and demerit goods.
	
	
	

	
	Alternative methods of government intervention
	· explain why governments intervene in markets

· explain, with the aid of a diagram, how government intervention in markets corrects or reduces market failure and inequity by using, for example:

· taxation and subsidies

· government expenditure/state provision

· buffer stock systems

· price controls

· legislation and regulation

· information provision

· evaluate the effectiveness of different types of government intervention in correcting or reducing market failure 
	
	
	

	
	Government failure
	· explain what is meant by government failure

· explain what may cause government failure

· evaluate the consequences of government failure.
	
	
	


H060 AS Level Economics - Component 2
Name ………………………………………………………………….

My minimum expected grade: ……..

My target grade: ………

Please indicate your level of understanding of each topic. If required also decide by when you’re going to check again by inserting the appropriate dates.

Red = Emerging (At the moment I am not confident with this topic) 

Amber = Secure (I can apply this but not consistently)

Green = Mastered (I can confidently apply this knowledge repeatedly)

	Area of Study
	Topic
	Learners should be able to:
	RAG 
	Review date
	RAG

	Economic policy objectives and indicators of macro-economic performance
	Economic growth 
	· explain what is meant by economic growth

· explain what is meant by the macroeconomic policy objectives of sustained and sustainable economic growth

· explain what is meant by a recession

· distinguish between real and nominal (money) gross domestic product (GDP)

· compare changes in real and nominal (money) values of GDP over time

· explain why GDP and economic growth are measured

· evaluate the difficulties of measuring economic growth and GDP

· calculate real and nominal (money) economic growth rates

· calculate GDP per capita

· evaluate the causes of economic growth in the short and long run

· explain, with the aid of a production possibility frontier/curve (PPF/C) and an AD/AS diagram, the difference between short run and long run growth

· evaluate the costs and benefits of economic growth

· evaluate the consequences of a recession.
	
	
	

	
	Employment/ Unemployment
	· explain what is meant by unemployment

· explain what is meant by employment

· explain what is meant by the macroeconomic policy objective of full employment

· distinguish between the Labour Force Survey and claimant count measures of unemployment

· evaluate the difficulties of accurately measuring unemployment

· evaluate the causes of unemployment

· evaluate the consequences of unemployment

· evaluate the effects of full employment.
	
	
	

	
	Inflation
	· explain what is meant by inflation

· explain what is meant by the macroeconomic policy objective of low and stable inflation

· explain what is meant by deflation, disinflation and hyperinflation

· explain how the current official measure of inflation in the UK is constructed

· calculate the rate of inflation using index numbers

· evaluate the advantages and disadvantages of using an index, such as the Consumer Prices Index (CPI) and the Retail Prices Index, to measure inflation

· evaluate the causes of inflation

· evaluate the consequences of inflation

· evaluate the causes of deflation

· evaluate the consequences of deflation.
	
	
	

	
	Trends in macroeconomic indicators
	· explain the key trends in UK macroeconomic performance in the last 20 years

· evaluate the current performance of the UK economy compared with other developed economies, emerging economies and developing economies.
	
	
	

	Aggregate demand and aggregate supply
	Circular flow of income
	· explain the income, output and expenditure methods of measuring national income

· explain what is meant by the circular flow of income

· explain what is meant by injections and leakages within the circular flow
· distinguish between physical and monetary flows

· explain what is meant by the average and marginal propensities to consume and save

· explain what is meant by the marginal propensity to withdraw (marginal propensity to save, marginal rate of tax, marginal propensity to import)

· calculate average and marginal propensities to consume, save and withdraw.
	
	
	

	
	Aggregate demand (AD)
	· explain what is meant by aggregate demand

· explain the determinants of the components of aggregate demand

· evaluate the relationship between changes in income and consumption

· explain the relationship between aggregate demand and the price level

· explain why the aggregate demand curve may shift.
	
	
	

	
	Aggregate supply (AS)
	· explain what is meant by aggregate supply

· explain why the aggregate supply curve may shift in both the short run and the long run.
	
	
	

	
	Aggregate demand and supply
	· draw and interpret AD/AS diagrams

· understand the assumptions underlying the AD/AS model

· use the aggregate AD/AS model and data to understand why supply- side and/or demand side policies may be seen as appropriate ways of managing an economy.
	
	
	

	
	Macroeconomic equilibrium
	· explain what is meant by equilibrium in the macroeconomy and how it might change

· evaluate, using an AD/AS diagram, how changes in aggregate demand and aggregate supply may affect macroeconomic performance, including economic growth, unemployment and inflation
	
	
	


	
	Fiscal policy
	· explain what is meant by the government budget

· identify the main sources of tax revenue and government expenditure in the UK economy

· distinguish between current and capital government expenditure

· distinguish between progressive, proportional and regressive taxation

· distinguish between direct and indirect taxation

· explain the features of a ‘good’ tax

· evaluate the advantages and disadvantages of a flat rate tax system

· explain what is meant by the budget position/fiscal stance

· explain what is meant by a budget surplus, a budget deficit and a balanced budget

· distinguish between a budget surplus, a budget deficit and a balanced budget

· distinguish between the cyclical budget position and the structural budget position

· distinguish between an overall budget position and the budget position on current expenditure

· distinguish between a budget deficit and government debt

· explain how budget deficits can be financed

· evaluate policies to correct a budget surplus or deficit

· evaluate the consequences of government debt

· explain how discretionary fiscal policy may be used to improve macroeconomic performance

· evaluate the effectiveness of using fiscal policy to achieve the government’s macroeconomic objectives

· explain how fiscal rules can influence the behaviour of economic agents

· evaluate the effectiveness of fiscal rules.
	
	
	

	
	Monetary policy
	· explain what is meant by monetary policy instruments/measures, such as interest rates, money supply, techniques such as quantitative easing and exchange rates

· explain how these can be used to influence macroeconomic variables

· explain how monetary policy instrument(s)/measures affect the macroeconomic performance

· explain what is meant by inflation rate targeting

· explain how inflation targeting may affect the behaviour of economic agents

· explain how a central bank works to achieve its aim(s). 
· evaluate the effectiveness of using monetary policy to achieve the government’s macroeconomic objectives
	
	
	

	
	Supply side policy
	· explain policies which are used to increase the quality or quantity of factors of production, including:

· education and training

· reforming tax and benefits

· reducing marginal tax rates

· National Minimum Wage legislation and promoting a ‘living wage’

· improving labour market flexibility – including consideration of the housing market

· immigration

· privatisation

· deregulation

· trade union reform

· infrastructure investment – including consideration of transport market

· research and development incentives

· subsidies

· evaluate the effectiveness of using supply side policy measures to achieve the government’s macroeconomic objectives.
	
	
	

	
	Policy conflicts
	· explain the possible trade-offs which exist between policy objectives, such as:

· unemployment and inflation

· growth and inflation

· inflation and the balance of payments

· growth and the balance of payments

· growth and income and wealth equality

· evaluate the consequences of conflicts between policy objectives

· evaluate the methods through which policy conflicts can be resolved or reduced.
	
	
	

	The global context
	International trade
	· explain what is meant by international trade

· distinguish between absolute and comparative advantage

· calculate opportunity cost ratios to illustrate the gains from trade derived from absolute and comparative advantage

· explain what is meant by the terms of trade

· calculate the terms of trade

· explain how the pattern of global trade has changed over time

· evaluate comparative advantage as an explanation of global trade patterns

· explain how countries achieve international competitiveness, considering, for example, productivity, unit labour costs, exchange rates, and product quality
	
	
	

	
	Balance of payments
	· explain what is meant by the balance of payments

· distinguish between the current account, capital account and financial account components of the balance of payments

· explain the components of the current account – trade in goods, trade in services and income and current transfers

· calculate the balances on the different components on the balance of payments

· explain what is meant by imbalances on the balance of payments

· evaluate the causes of imbalances on the balance of payments

· explain why achieving a sustainable balance of payments position is an important macroeconomic policy objective

· evaluate the consequences of imbalances on the balance of payments

· evaluate policies to correct imbalances on the balance of payments.
	
	
	

	
	Exchange rates
	· explain what is meant by an exchange rate

· explain, with the aid of a diagram, how exchange rates are determined in fixed and floating exchange rate systems

· explain trends in exchange rate data

· evaluate the causes of exchange rate changes

· evaluate the consequences of exchange rate changes

· explain what is meant by a hybrid exchange rate system and be able to provide current examples

· evaluate the relative merits and drawbacks of different exchange rate systems

· explain why some countries might manage their exchange rate to achieve international competitiveness

· explain the Marshall-Lerner condition and the J-curve

· evaluate the impact of exchange rate changes on international competitiveness

· evaluate the effectiveness of changing the value of a currency to achieve macroeconomic policy objectives.
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