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Teacher A

MICROECONOMICS

Big Questi

Business behaviour and the labour market

Syllabus content

Learning Objectives

How and why do firms grow?

3.1 Business growth

3.1.1 Sizes and types of firms

3.3.3 Economies and diseconomies of

scale

a) Reasons why some firms tend to remain small and why others grow
Incl. a) Types of economies and diseconomies of scale

b) Minimum efficient scale

c) Distinction between internal and external economies of scale

d) Distinction between profit and not-for-profit organisations

3.1.2 Business growth

a) How businesses grow: organic growth, forward and backward vertical integration, horizontal

integration, conglomerate integration
b) Advantages and disadvantages of: organic growth, forward and backward vertical integration,

horizontal integration, conglomerate integration
c) Constraints on business growth: size of the market, access to finance, owner objectives,

regulation

How can we explain firms’ behaviour and performance!?

3.1.3 Demergers

a) Reasons for demergers

b) Impact of demergers on businesses, workers and consumers

Procedural knowledge (Skills)

Focus on building lots of case studies

3.4.5 Monopoly

a) Characteristics of monopoly
b) Profit maximising equilibrium

c) Diagrammatic analysis

d) Third degree price discrimination: necessary conditions / diagrammatic analysis / costs and

benefits to consumers and producers

e) Costs and benefits of monopoly to firms, consumers, employees and suppliers

f) Natural monopoly

3.4.4 Oligopoly

a) Characteristics of oligopoly: high barriers to entry and exit / high concentration ratio /

interdependence of firms / product differentiation

b) Calculation of n-firm concentration ratios and their significance

) Reasons for collusive and non-collusive behaviour

d) Overt and tacit collusion; cartels and price leadership

e) Simple game theory: the prisoner's dilemma in a simple two firm/two outcome model
f) Types of price competition: price wars / predatory pricing / limit pricing

g) Types of non-price competition

3.4.3 Monopolistic competition

a) Characteristics of monopolistically competitive markets
b) Profit maximising equilibrium in the short run and long run

c) Diagrammatic analysis

Procedural knowledge (Skills)

Students are now able to attempt a whole A level paper and we consider
examination technigue and practise here drawing on all skills

3.4.6 Monopsony

a) Characteristics and conditions for a monopsony to operate

b) Costs and benefits of a monopsony to firms, consumers, employees and suppliers

Procedural knowledge (Skills)

Focus on considering an alternative model

3.4.7 Contestability

a) Characteristics of contestable markets
b) Implications of contestable markets for the behaviour of firms
c) Types of barrier to entry and exit

d) Sunk costs and the degree of contestability
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Revising Government intervention Theme |
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Term 2 b E 3.6 Government intervention a) Government intervention to control mergers
= . . " . . . .
& 361G . ) b) Government intervention to control monopolies: price regulation / profit regulation / quality
- .6.1 Government intervention
Term2b o standards / performance targets
e c) Government intervention to promote competition and contestability: enhancing competition
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<] d) Government intervention to protect suppliers and employees: restrictions on monopsony
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Term2b 5 incl 3.1.1 c) Distinction between public and private sector organisations
>
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Term2a E REVISION
Teacher B
Term la 3.3 Revenues, costs and profits a) Formulae to calculate and understand the relationship between:
. )
Term la 3.3.2 Costs total cost / total fixed cost / total variable cost
Term la average (total) cost / average fixed cost / average variable cost
Term la marginal cost
Term la b) Derivation of short-run cost curves from the assumption of diminishing marginal productivity
Term la c) Relationship between short-run and long-run average cost curves
a) Formulae to calculate and understand the relationship between: total revenue / average revenue
Term la 3.3.1 Revenue / marginal revenue
Term la b) Price elasticity of demand and its relationship to revenue concepts (calculation required)
X ) ndition for profit maximisation
Term la 3.3.4 Normal profits, supernormal profits g a) Condition for profit ma satio
Term la b) Normal profit, supernormal profit and losses
c) Short-run and long-run shut-down points: diagrammatic analysis
Term la
Term Ib 3.2 Business objectives 3.1.1b) Significance of the divorce of ownership from control: the principal-agent problem
a) Different business objectives and reasons for them: profit maximisation / revenue maximisation /
Term Ib sales maximisation / satisficing
Term Ib b) Diagrams and formulae to illustrate the different business objectives:
Term |b 3.4 Market structures 3) Allocative efficiency
Term Ib 3.4.1 Efficiency b) Productive efficiency
Term Ib c) Dynamic efficiency
Term Ib d) X-inefficiency
Term Ib e) Efficiency/inefficiency in different market structures
Focus on developing the building blocks for the Structure-conduct-
Procedural knowledge (Skills) performance model
Term 2a 3.4.2 Perfect competition a) Characteristics of perfect competition




b) Profit maximising equilibrium in the short run and long run

Term 2a
Term 2a c) Diagrammatic analysis
Term 2b 3.5 Labour Markets
Teacher A
MAC ROECONOMICS A Global Perspective
Term la  Big Questi Syllabus content Learning Objectives
4.1.2 Specialisati d trad a) Absolute and comparative advantage (numerical and diagrammatic): assumptions and limitations
.1.2 Specialisation and trade . )
Term la relating to the theory of comparative advantage
Term la b) Advantages and disadvantages of specialisation and trade in an international context
Term la 4.1.6 Restrictions on free trade a) Reasons for restrictions on free trade
Term la b) Types of restrictions on trade:
Term la tariffs
Term la quotas
Term la subsidies to domestic producers
Term la non-tariff barriers
c) Impact of protectionist policies on consumers, producers, governments, living standards,
Term la equality
Procedural knowledge (Skills) Focus on using microeconomic analysis to make macroeconomic
judgments
4.1.5 Trading blocs and the World . X
T I . a) Types of trading blocs (regional trade agreements and
erm la Trade Organisation (WTO)
~.
Term la '8 bilateral trade agreements):
R
©
o
Term la 20 free trade areas
i
£
Term la o customs unions
-
o
Term la 2 common markets
Q
S monetary unions: conditions necessary for their success with particular reference to the
Term la a Eurozone
3
Term la :IC:’ b) Costs and benefits of regional trade agreements
~.
Term la -8 c) Role of the WTO in trade liberalisation
5
Term la g d) Possible conflicts between regional trade agreements and the WTO
o
Term la o 4.1.8 Exchange rates a) Exchange rate systems:
>~
<
Term la ; fixed
Term la managed
e) Government intervention in currency markets through foreign currency transactions and the
Term la use of interest rates
Term la f) Competitive devaluation/depreciation and its consequences
Term la g) Impact of changes in exchange rates:
Term la foreign direct investment (FDI) flows
Term la 4.1.7 Balance of payments a) The components of the balance of payments:
Term la the current account
Term la the capital and financial accounts
Term la b) Causes of deficits and surpluses on the current account

Term la

) Measures to reduce a country's imbalance on the current account
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What are the impacts of globalisation?

4.1.4 Terms of trade

4.1.9 International competitiveness

d) Significance of global trade imbalances
a) Calculation of terms of trade
b) Factors influencing a country's terms of trade
c) Impact of changes in a country's terms of trade
a) Measures of international competitiveness:
relative unit labour costs
relative export prices
b) Factors influencing international competitiveness
c) Significance of international competitiveness:
benefits of being internationally competitive

problems of being internationally uncompetitive

4.1.1 Globalisation

Incl. 4.1.3 Pattern of trade

a) Characteristics of globalisation

b) Factors contributing to globalisation in the last 50 years

c) Impacts of globalisation and global companies on individual countries, governments, producers

and consumers, workers and the environment

Incl. 4.5.4 c) Measures to control global companies’ (transnationals’) operations:
the regulation of transfer pricing

limits to government ability to control global companies

a) Factors influencing the pattern of trade between countries and changes in trade flows between

countries:

comparative advantage
impact of emerging economies
growth of trading blocs and bilateral trading agreements

changes in relative exchange rates

How can countries develop?

Procedural knowledge (Skills)

Focus on developing long chains of applied reasoning without diagrams

4.3 Development

a) The three dimensions of the Human Development Index (HDI) (education, health and living

standards) and how they are measured and combined
b) The advantages and limitations of using the HDI to compare levels of development between

countries and over time

c) Other indicators of development

MOCKS

4.3.2 Factors influencing growth and

development

a) Impact of economic factors in different countries:
o primary product dependency
o volatility of commodity prices
o savings gap: Harrod-Domar model
o foreign currency gap
o capital flight
o demographic factors
o debt
o access to credit and banking o infrastructure
o education/skills

o absence of property rights
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b) Impact of non-economic factors in different countries

Procedural knowledge (Skills)

Focus on developing long chains of applied reasoning using the main
macroeconomic model

4.3.3 Strategies influencing growth

and development

a) Market-orientated strategies:
o trade liberalisation
o promotion of FDI
o removal of government subsidies
o floating exchange rate systems
o microfinance schemes
o privatisation
b) Interventionist strategies:
o development of human capital
o protectionism
o managed exchange rates
o infrastructure development
o promoting joint ventures with global companies o buffer stock schemes
c) Other strategies:
o industrialisation: the Lewis model
o development of tourism
o development of primary industries
o Fairtrade schemes
o aid

o debt relief
d) Awareness of the role of international institutions and non-government organisations
(NGOs):

o World Bank
o International Monetary Fund (IMF)

o NGOs

Procedural knowledge (Skills)

Focus on developing long chains of applied reasoning using all areas of the
syllabus

4.4.1 Role of financial markets

4.4.2 Market failure in the financial sector

4.4.3 Role of central banks

a) To facilitate saving b) To lend to businesses and individuals c) To facilitate the exchange of
goods and services d) To provide forward markets in currencies and commodities e) To provide a
a) Consideration of: 0 asymmetric information o externalities o moral hazard o speculation and
market bubbles o market rigging

a) Key functions of central banks: o implementation of monetary policy o banker to the
government o banker to the banks — lender of last resort o role in regulation of the banking
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