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Initialisation

Cycle 1 topics

Beginning of cycle

End of cycle

RED AMBER

GREEN

RED

AMBER

GREEN

1.1.1 Economics as a social science

1.1.2 Positive and normative economic
statements

1.1.3 The economic problem

1.1.4 Production possibility frontiers

1.1.4 Production possibility frontiers
Part 2

1.1.5 Specialisation and the division of labour

1.2.1 Rational decision making

1.2.10 Alternative views of
consumer behaviour

1.2.2 Demand

1.2.4 Supply

1.2.4 Supply

1.2.6 Price determination

1.2.7 Price mechanism

1.2.3 Price, income and cross elasticities of
demand

1.2.4 Supply

1.2.6 Price determination

1.2.7 Price mechanism

1.2.3 Price, income and cross elasticities of
demand PED

1.2.3 Price, income and cross elasticities of
demand YED

1.2.3 Price, income and cross elasticities of
demand XED
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Pre-learning
_Lesson Pre-learning Scan QR code | Completed
1.1.1 Economics as a social science E.'J}I.I:m-
=
Er |E

1.1.2 Positive and normative economic statements

1.1.3 The economic problem

1.1.4 Production possibility frontiers

3

Wor'ksheef

1.1.4 Production possibility frontiers
Part 2

1.1.5 Specialisation 4

Workshee'r
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and the division of labour

1.2.1 Rational decision making

1.2.10 Alternative views of
consumer behaviour

1.2.2 Demand

1.2.4 Supply
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1.2.6 Price determination

1.2.7 Price mechanism

1.2.3 Price, income and cross elasticities of demand

PED
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1.2.3 Price, income and cross elasticities of demand

YED
1.2.3 Price, income and cross elasticities of demand ONE=O)
XED [=
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Cycle 1

Week | Topic Key terms Content Check
Y/N
1 1.1 Nature 1.1.1 Economics as a social science
of a) Thinking like an economist: the process of developing models in economics, including the need to make

Economics

1.1.2 Positive and
normative economic
statements

Positive Statement
Normative
Statement

Value Judgments
Objective
Judgements

1.1.3 The Economic
Problem

. Needs

Wants
Opportunity cost
Capital
Entrepreneurship
Labour

Land

Free goods
Economic goods
The economic
problem
Sustainability

assumptions
b) The use of the ceteris paribus assumption in building models
¢) The inability in economics to make scientific experiments

1.1.2 Positive and normative economic statements
a) Distinction between positive and normative economic statements
b) The role of value judgements in influencing economic decision making and policy

1.1.3 The economic problem

a) The problem of scarcity — where there are unlimited wants and finite resources

b) The distinction between renewable and non-renewable resources

c) The importance of opportunity costs to economic agents (consumers, producers and government)
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Week

Topic

Key terms

Content

Check
Y/N

1.1.4 Production

possibility frontiers
Production

Possibility

Feasible

combination of goods
Infeasible
combination of goods
Productive efficiency
Opportunity Cost
Productive capacity
Productive inefficiency
Constant returns to
scale

Factor mobility
Diminishing returns to
scale

1.1.4 Production possibility frontiers
(Introduction)
a) The use of production possibility frontiers to depict:
e the maximum productive potential of an economy

1.1.4 Production
possibility frontiers

Production
Possibility

Feasible combination
of goods

Infeasible
combination of
goods

Productive efficiency
Opportunity costs
Productive capacity
PPF

Productivity
Consumer goods
Capital goods
Investment

1.1.4 Production possibility frontiers
(Continued from Week 1)
a) The use of production possibility frontiers to depict:
. opportunity cost (through marginal analysis)
. economic growth or decline
« efficient or inefficient allocation of resources
possible and unobtainable production
b) The distinction between movements along and shifts in production possibility curves, considering the possible
causes for such changes
¢) The distinction between capital and consumer goods

If there is time, could consider actual growth versus potential growth and look at growth figures in the UK economy.
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Week | Topic Key terms Content Check
Y/N
1.1.5 Specialisation and 1.1.5 Specialisation and the division of labour
3 the division of labour a) Specialisation and the division of labour: reference to Adam Smith
b) The advantages and disadvantages of specialisation and the division of labour in organising production
. Specialisation c) The advantages and disadvantages of specialising in the production of goods and services to trade
e Adam Smith d) The functions of money (as a medium of exchange, a
. Division of labour measure of value, a store of value, a method of deferred payment)
. Capital widening
e  Motivation
e  specialisation
. Money
. Barter economy
. Exchange
. Barter
e Double coincidence of
wants
. Medium of exchange
. Unit of account
e  Store of value
1.2.1 Rational decision 1.2.1 Rational decision making
making a) The underlying assumptions of rational economic
decision making:

. Bounded rationality . consumers aim to maximise utility
. Bounded self-control e firms aim to maximise profits
. Cognitive biases
e  Gamblers’ fallacy
e Hot hand fallacy
e  Anchoring 1.2.10 Alternative views of
e  Social norms consumer behaviour
. Homo Economicus a) The reasons why consumers may not behave rationally:
e Altruism
. Imperfect . consideration of the influence of other people's behaviour
. information e the importance of habitual behaviour

1.2 How | ¢  Rule of thumb e consumer weakness at computation

markets . Availability bias

work
1.2.2 Demand 1.2.2 Demand

4 a) The distinction between movements along a demand curve and shifts of a demand curve

. Demand b) The factors that may cause a shift in the demand curve (the conditions of demand)
. Effective demand ¢) The concept of diminishing marginal utility and how this influences the shape of the demand curve
e Utility
. Law of diminishing
. marginal utility
. Ceteris paribus
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Week

Topic

Key terms

Content

Check
Y/N

= ® & & 6 o6 o o o o o o o o o o o

The law of demand
Veblen goods
Speculative goods
Demand curve
Ceteris Paribus
Inward shift
Outward shift
Price

Quantity demanded
Substitute good
Complementary
good

Purchasing power
Real income
Normal good
Inferior good

.2.4 Supply

Supply

Supply curve
Production costs
Direct relationship
Price

Quantity supplied
Law of supply
Profit incentive
Supply curve
Ceteris Paribus
Inward shift
Outward shift
Price

Quantity supplied
Costs of production
Indirect taxation
Direct taxation
Unit tax

Ad valorem tax

1.2.4 Supply
a) The distinction between movements along a supply curve and shifts of a supply curve
b) The factors that may cause a shift in the supply curve (the conditions of supply)

1.2.6 Price
determination

1.2.6 Price determination
a) Equilibrium price and quantity and how they are determined
b) The use of supply and demand diagrams to depict excess supply and excess demand

. Demand ¢) The operation of market forces to eliminate excess demand and excess supply
. Supply d) The use of supply and demand diagrams to show how shifts in demand and supply curves cause the equilibrium
. Equilibrium price and quantity to change in real-world situations
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Week

Topic

Key terms

Content

Check
Y/N

Market equilibrium
Market
disequilibrium
Excess supply
Excess demand
Law of supply

Law of demand

.2.7 Price mechanism
Prices
Rationing
Incentive
Signalling
Excess demand
Excess supply
Market economy
The economic Problem
Prices
Rationing function
Incentive function
Signalling function
Excess demand
Excess supply
Market economy
Command
economy
Mixed economy

® & 6 06 0 0 0 0 0 O 0 0 0 0o 0 0 0 o

1.2.3 Price, income and
cross elasticities of
demand

PED:

. Elasticity

. Responsiveness
. Proportion

. Price elasticity of

1.2.7 Price mechanism
a) Functions of the price mechanism to allocate resources:
. rationing
. incentive
. signalling
b) The price mechanism in the context of different types of markets, including local, national and global markets

1.2.3 Price, income and cross elasticities of demand
a) Understanding of price, income and cross elasticities of demand
b) Use formulae to calculate price, income and cross elasticities of demand

PED

YED
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Week

Topic

Key terms

Content

Check
Y/N

demand

Gradient of a curve
Proportionate changes
Elastic

Unit elastic
Inelastic
Substitutability
Necessity

Luxury

Time period
Market definition
Demand curve
Intersection
Midpoint
Expenditure
Perfectly inelastic
Perfectly elastic

YED:

Elasticity

Inferior good
Luxury good
Normal good
Income

Consumer

Income elasticity of
demand

Income elasticity
of demand

Income

Inferior good
Luxury good
Normal good

Initial value
Percentage change
Proportionate change

XED:

Elasticity
Substitute goods
Complementary
goods
Independent
goods

XED
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Week | Topic Key terms Content Check
Y/N
. Cross elasticity of
demand
. Elasticity
. Cross elasticity of
demand
. Initial value
. Proportionate change
e  Percentage change
6 1.2.3 Price, income and cross elasticities of demand

¢) Interpret numerical values of:
. price elasticity of demand: unitary elastic, perfectly and relatively elastic, and perfectly and relatively
inelastic
. income elasticity of demand: inferior, normal and luxury goods; relatively elastic and relatively inelastic
. cross elasticity of demand: substitutes, complementary and unrelated goods
d) The factors influencing elasticities of demand
e) The significance of elasticities of demand to firms and government in terms of:
. changes in real income
. changes in the prices of substitute and complementary goods
(Note: the significance of elasticities of demand to firms and the government, in terms of the imposition of indirect
taxes and subsidies, could be taught following 1.2.9)
f) The relationship between price elasticity of demand and total revenue (including calculation)

PES

CYCLE 1 ASSESSMENT
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Knowledge organisers

1.1.3 The economic problem

The Economic How do we best satisfy unlimited needs and wants with finite
Problem resources?
Economic Trade-off Production Possibilities Frontier
Q Labour What goods should be 38
produced? K
e xu
How the goods should be
produced?
Capital
‘M’ p Cu Cy Ce Consumer
Who should receives the Goods
m Entrepreneurship diclie i s o) Productively Inefficient
Scarcity of Resources Opportunity Cost n Productively Efficient
Infeasible
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1.2.2 Demand
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Quantity of a good or service that consumers are willing to buy at any given price.

Demand Curve Movement

—

Q, Q; Quantity

Law of Demand

| price i

EE .

Inverse Relationship

Inwards Shift

Outwards Shift

Price

1
1
|
1 1
Q

2
—

Price

Quantity

Q,
Causes:

i
4 Q, Quantity

Causes:

Level of Income

Substitute Price
Compliment Price

v Level of Income
\ 4 Substitute Price
A | Compliment Price
A Direct Taxation
v Population Size

Direct Taxation

>« >

Population Size
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Demand Curves

Dowrmward sloping curves which display a negative relationship between the
price and gquantity demanded.

Apart from the general evaluation points, the elasticity of the demand curve can
be used to assess the final impact of a supply curve shift on the market.

Demand Curve Shifts

Price Inmward D Shift Outward D Shift

Increase in D

D curve shifts to the
right

o a a Cuuantity |excess supply] [excess demand)

Evaluation Points

Magnitude of the Shift — Large Demand Shift Big Impact on Price
Hows large is in the initial
shift in and? Small Demand Shift Small Impact on Pri

on of the Shift - Permanent Shift Long Lasting Impact on Market
w long is the shift
od to last for? Temporary Shift Small Correction in Market

o 2 e is demand to price change

Use as an evaluative tool to assess supply curve shifts.

Elastic Demand Curve

Price 5 5

aaa Quantity O  a O Quantity

Large Impact on Equilibrium Price! Large Impact on Eguilibrium Quantity!

Any additional factors to . _ . ) .
[ - rd
coechidar? Ceteris paribus assumption? One-off or multiple shifts?
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1.2.4 Supply
Supply Quantity of a good or service that producers are willing to produce at any given price.

Supply Curve Movement Inwards Shift Outwards Shift

IS £ m—

Pri

I
1
I
|
1
Q,

Q, Quantity Q, Q, Quantity Quantity

e —

I
[
1
i
Q

4

Profit Motive:

e P

BT -

A

Positive Relationship

Factors:

Production Costs

Factors:

Production Costs

Technology

Technology

<4<

Indirect Taxation

Availability of Inputs

Availability of Inputs

Indirect Taxation

Value of Subsidies

4\»r

> (|||

Value of Subsidies
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Supply Curve Shifts

Upward sloping curves which display a positive relationship between the price
and quantity supplied
Apart from the general evaluation points, the ela; ity of the supplhycuree can
be used to assess the final impact of a demand curve shift on the market.

Price

p

o o a° Quantity

sUl
(excess demand) (excess supply)

Outward S Shift
Increase in S

5 curve shifts to the

Applies upwa

Evaluation Points

Magnitude of the Shift — Large Supply Shift
How large is in the
imitial shift in supply? Small Supply Shift

Big Impact on Price

Small Impact on P

Dwration of the Shift — Permanent Shift
How long is the shift

expected to last for? Temporary Shift

Long Lasting Impact on Market

Small Correction in Marl

Price Price
pe
B P
p-
p-

araar Ouantity

Large Impact on Equilibrivm Price!

Large Impact on Equilibrium Quantity!

ar a Q- Cuantity

N adiiu:n::zﬁctuls g Ceteris paribus assumption? One-off or multiple shifts?
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1.2.7 Price mechanism

How the interaction of demand and supply determine the price and quantities of the goods that
Mechanism

get produced.
Incentive Function Rationing Function Signalling Function
Prices provide economic agents with Prices allocate economic resources Prices signal information to economic
incentives to alter their behaviour. which are in finite supply. agents about a specific market.
1

1 |

5 5,

Price
Price

|
|
|
|
|
1
1 Quantity Q, Q, Quantity

D ]
Q, 1 Cluan:itv Q;
1 1 I
Higher price incentivises firms to Higher price rations lower supply by Higher price signals to all agents the
provide more forcing some consumers out of market change in market conditions
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1.2.3 Price, income and cross elasticities of demand

% I|||“

PED Percentage Change in Quantity

Formula ™ ™ percentage Change in Price

DU

v
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Price
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Elasticity Visualized

Price
Price
Price
Price

D
\)
D

D D

Quantity Quantity Quantity Quantity Quantity

Perfectly Relatively Unit Relatively Perfectly
Inelastic Inelastic Elastic Elastic Elastic
Elasticity Elasticity Elasticity Elasticity Elasticity

Coefficient Coefficient Coefficient Coefficient Coefficient

0 <] 1 >1 00
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The responsiveness of the quantity demanded of a good or service to a change in the price.

PED

_ Percentage Change in Quantity Demanded

Formula PED =
Percentage Change in Price
PED Values Elastic Demand Inelastic Demand

Perfectly Inelastic
Inelastic

K

P

Unit Elastic
Elastic [ P;
Perfectly Elastic e

Priee

Price

0
0>PED > -1

]
Quantity

1
Substitutability of the Good ! ' !
- E[‘ Q, Quantity Q, 0-1
Necessity of the Good —
PED Value < -1: PED Value > -1:

A% in

D

I
T F==1
1
[}

Short-run vs. Long-run

Qb

Proportion of Income

Specific Market Conditions
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Evaluation:

Price Elasticity of Demand (PED)

Measures the responsiveness of demand to a change in price.

PED can be used as an evaluation tool when assessing the final impact on
supply curwes. It can also be used to assess the impact of taxes/subsidies on
economic agents.

Firms a fall in production costs due to a 2 in the value of the exchange
rate — imported materials fall in price.

shift to 5%, but fimal impact | depend on PED...

n Supphy

P Ri ¥
“

| Inelastic

Large Fall I I Small Rise MNegative Impact I

| Unit Elastic I I Medium Fall I I Medium Rise I I MNeutral Impact I

| Elastic Small Fall I I Large Rise Positive Impact I
Inelastic Demand Curve Elastic Demand Curwve
Price 4 o 5 Price 4 s
G 5
P
l [ S + P
[0 R 1
]
I
I v - s
Qo Quantity a O Quantity
Megative itie Fall in Revenue — P Falls
Effect on Effect on
Assuming teris paribus, firms are Assuming ceteris paribus, firms BENEFIT
HURT by shifting production costs from shifting production c
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Cross Price % Change in Quantity Demanded of Product A

Elasticity of — % Change in Price of Product B
Demand

Formula
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Income Elasticity of Demand Formula

Elln?_o':'t‘e f = Percentage Change in Quantity Demanded (AQ)
asliCity ol = Percentage Change in Consumers Real Income (Al)
Demand

A
Illl“ %o
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Income Elasticity of Demand (YED) Cross Elasticity of Demand (XED)

The responsiveness of the quantity demanded of a
good or service to a change in the price of another
good or service.

| |
A% in Quantity Demanded Yo = A% in Quantity Demanded of Good B
. A% in Income A% in Price of Good A

The responsiveness of the quantity demanded of a
good or service to a change in income.

YED

l
Negative XED (-) Jil Positive XED (+)

A
YED <O O0<YED YED» 1
v Good B Demand A
A

Inferior 0
Good 000

Good A Price A

Income A Income

income JTYI income Substitutes
\ 4 A Demand : ®-9 AND :J @ OR g

Demand
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Definition check

Keyword Definition Understood
Y/N

. Positive Statement

. Normative

. Statement

e Value Judgments

. Objective

e Judgements

. Needs

. Wants
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Opportunity cost

Capital

Entrepreneurship

Labour

Land

Free goods

Economic goods

The economic

problem

Sustainability

possibility frontiers
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Production

Possibility

Feasible

combination of goods

Infeasible

combination of goods

Productive efficiency

Opportunity Cost

Productive capacity

Productive inefficiency

Constant returns to scale
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Factor mobility

Diminishing returns to scale

Production

Possibility

Feasible combination

of goods

Infeasible

combination of

goods

Productive efficiency

Opportunity costs
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Productive capacity

PPF

Productivity

Consumer goods

Capital goods

Investment

Specialisation

Adam Smith

Division of labour

Capital widening

Motivation
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specialisation

Money

Barter economy

Exchange

Barter

Double coincidence of wants

Medium of exchange

Unit of account

Store of value

Bounded rationality

Bounded self-control
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Cognitive biases

Gamblers’ fallacy

Hot hand fallacy

Anchoring

Social norms

Homo Economicus

Altruism

Imperfect

information

Rule of thumb

Availability bias
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Demand

Effective demand

Utility

Law of diminishing

marginal utility

Ceteris paribus

The law of demand

Veblen goods

Speculative goods

Demand curve

Ceteris Paribus
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Inward shift

Outward shift

Price

Quantity demanded

Substitute good

Complementary good

Real income

Purchasing power

Normal good

Inferior good

Supply
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Supply curve

Production costs

Direct relationship

Price

Quantity supplied

Law of supply

Profit incentive

Supply curve

Ceteris Paribus

Inward shift

Outward shift
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Price

Quantity supplied

Costs of production

Indirect taxation

Direct taxation

Unit tax

Ad valorem tax

Demand

Supply

Equilibrium

Market equilibrium
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Market

disequilibrium

Excess supply

Excess demand

Law of supply

Law of demand

Prices

Rationing

Incentive

Signalling

Excess demand
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Excess supply

Market economy

The economic Problem

Prices

Rationing function

Incentive function

Signalling function

Excess demand

Excess supply

Market economy

Command
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L economy

. Mixed economy

PED:

. Elasticity

e Responsiveness

. Proportion

. Price elasticity of demand

. Gradient of a curve

. Proportionate changes

. Elastic

. Unit elastic
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Inelastic

Substitutability

Necessity

Luxury

Time period

Market definition

Demand curve

Intersection

Midpoint

Expenditure

Perfectly inelastic

Perfectly elastic
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YED:

. Elasticity

. Inferior good

. Luxury good

. Normal good

. Income

. Consumer

. Income elasticity of demand

. Income elasticity of demand
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. Income

. Inferior good

. Luxury good

. Normal good

. Initial value

e  Percentage change

. Proportionate change

XED:

. Elasticity
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Substitute goods

Complementary goods

Independent

goods

Cross elasticity of demand

Elasticity

Cross elasticity of demand

Initial value

Proportionate change

Percentage change
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Complementary goods

Independent goods

Cross elasticity of demand

Elasticity

Cross elasticity of demand

Initial value

Proportionate change
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Careers in Economics

Economists use and apply their understanding of micro and macroeconomics, econometrics, and mathematical and financial
economics, to business situations. A wide range of employers value economists' skills of numeracy and analysis and their ability to
understand and communicate broad socio-economic and political concepts to a wider audience.

Undergraduate and postgraduate economics degrees are popular with a wide range of recruiters, e.g. strategy and management

consultants and investment banks in general, as well as a broad range of other commercial enterprises, public sector and not for

profit employers. Transferable skills, e.g. analytical, quantitative and modelling skills, are often as important as an economics
qualification.

Where can you work?

Banks - institutions such as the Bank of England have an economist stream within their graduate development programmes. To find out more

about the banking sector, visit our Careers in Banking and Investment page.

Other financial services companies — including insurance and accountancy firms. To find out more about the financial services sector, visit

our Careers in Financial Services page.

Consultancies —if you're looking for a role where you can apply your economic knowledge more directly, economic consultancy may be worth
exploring. Some of the large consultancies such as Deloitte and PWC have specific economic consulting streams and within the UK there are many

consultancies specialising solely in economics, such as NERA, Frontier and Cornerstone Research. Economic consultancies often specialise in
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certain sectors, such as financial services, telecommunications, or utilities. They will also provide particular kinds of consultancy expertise, such as

competition policy, regulation, or market analysis. To find out more about a consultancy career, visit our Careers in Consultancy page.

Government departments — the Civil Service is a major employer for Economists and many work within the Government Economic

Service, Financial Conduct Authority and HMRC. The Government Economic Service is the UK's largest recruiter of economists, recruiting over 100

new graduates into assistant economist posts each year.

International organisations — to find out more about international organisations, visit our Careers in International Organisations page.

Research institutes and think tanks — typical employers include, Adam Smith Institute (ASI), CESifo Group, Deutsches Institut fuer

Wirtschaftsforschung (DIW), Centre for Economic Policy Research, Institute of Economic Affairs, Institute for Fiscal Studies (IFS), International

Institute for Environment and Development (IIED), National Institute of Economic and Social Research (NIESR), Overseas Development
Institute (ODI), New Economics Foundation (NEF) and RAND Corporation.

What's changing in the sector?

The economist's skill set continues to be highly valued in the labour market. Behavioural economics is a growing area, with the
establishment of the UK’s Behavioural Insights Team in 2010.
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Useful Websites

Job sites

CareerHub — jobs board targeting LSE students, including events and networking opportunities.
Jobs.ac.uk — research positions in the UK.

Econ jobs — economist job vacancies.

Economist jobs — job vacancies.

Policy jobs — LSE Careers subscribe to this specialist jobs site and sister sites (including Political jobs) so you can access it for free.

Working 4 an MP

Societies and bodies

Society of Professional Economists — useful resource for insights into working as an economist in a business. Includes news and

jobs board.
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Economic and Social Research Council

The International Consulting Economists' Association

Economic Consultancies

NERA, Oxera, Frontier Economics, Vivid Economics, RBB Economics, Alix Partners, Cornerstone Research, Oxford Economics,

and Compass Lexecon.

Research Institutes and think tanks

Institute of Economic Affairs — includes useful information on a wide range of topics including student competitions/internships.

ODiI fellowship scheme — offers postgraduate economists and statisticians the chance to work in developing country public sectors

as local civil servants
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