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Teacher’s Introduction

This resource consists of a set of Topic Tests that have been written to
support the teaching of Unit 1 and Unit 2 of the Higher Level IB Economics
syllabus. it allows teachers and students to check their understanding and
consolidate knowledge of each part of the 1B specification. In each Topic
Test there is a mixture of numerical, multiple-choice, short-answer and
essay-style guestions of various levels of difficulty.

Ablways check the exam board
website for new information,
including changes to the
specification and sample
assessment material.

Each Topic Test is accompanied by a set of detailed answers that could be handad out to students as a basis for
‘model” answers in the examination. Nete that although the Topic Test questions aren’t always in exam format,
the guestions within have been written carsfully with the intention of testing the range of assessment objectives
and often borrow aspects that are similar to those in the exam.

Most of the case studies in the Topic Tests include up-to-date economic data and scenarios that should place
economic theory in recent history, enrich students’ general knowledge of the subject, and prepare students for
the Data Response aspects of the examination. Moreover, the resource also includes plenty of opportunities for
students to practise the Quantitative Skills required as part of the 1B syllabus.

it is intended that these Topic Tests should be presented to students affer teaching the parts of the specification
that are to be tested. However, the Topic Tests could also be given to students as homework in order to
consolidate thelr knowiedge cutside of the classroam, or certain aspects could be used as a supplement to in-
ciass learning.

it is important to note that this resource should be used as a complement to other resources such as textbooks
and practice exam papers, and not in isolation. These Topic Tests include plenty of explanation of the theory in
the mark scheme, but students should be encouraged to access information as widely as possible.

it is hoped that this resource, as well as offering support for teaching the essential elements of the IB Economics
syllabus, will help students fully prepare for their examinations. The economic enviranment is constantly in flux,
and full of fascinating current issues. This resource attempts to share some of these current issues as a basis for
teaching in the most interesting way possible, meanwhile encouraging further study from the next generation
of economists!

D Glover, fanuary 2022

v1.1 Update November 2022
p. 2 —mark scheme for long-answer questions update 1o reflect the 1B marking criteria
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Mark Scheme: Levels of Response Tables for Long-answer Que

10 marks
0 No relevant answer given,
Little relevant knowledge is displayed by the respondent. A few concepts m
i-2 inconsistently, and with inaccurate or absence of thought behind the cause
terminology is used, it is unclear whether their meanings are understood.
3.4 Limited relevant knowledge is displaved by the respondent. Understanding
shown, but links to the guestion are minimal. Somea economic terminology
Broadly relevant knowledge is displayed by the respondant. Some knowled
56 partially linked to the question. Descriptive co ng, but the answ
contant, Soma aconamic terminolo iy, The answer may be
diagrammatical content, thos pulsory.
Relevant knowled ; he respondent. Knowledge of econom
7-8 finkad to £ cHiptive and explanatory content is consistent, a
i i y. Diagrammatical content is likely to be present but
Y ind accurate knowledge of the economic concepts is displayed by
910 a ar, with relevant examples. Analysis is well reasoned and logical, and
Economic terminology is used correctly throughout. Diagrammatical conte
fully explained.
15 marks

O No relevant answer given,
Little relevant knowledge is displayed by the respondent. A few concepts m
inconsistently, and with inaccurate or absence of thought behind the cause
terminology is used, it is unclear whether their meanings are understood. T
or evaluative content. Examples given are lacking in relevance or absent en
Limited relevant knowledge is displayed by the respondent. Understanding
4-5 shown, but links to the guestion are minimal. Some economic terminology
evaluative elemant is advanced. A relevant example is given, but not alabo
Broadly relevant knowladge is displayed by the respondent. Some knowled
partially linked to the question. Descriptive content is strong, but the answ
content. Some economic terminclogy is used correctly. Displays basic reaso
on one side of an argument. Supporting evidence is present and relevant, b
Relevant knowladge is displayed by the respondent. Knowledge of econom
linked to the question. Descriptive and explanatory content is consistent, a
10-12 | sconomic terminology. Diagramrmatical content is likely to be prasent but m
content is well argued and mostly well balanced. A relevant example is give
integrated into the evaluation.
Specific and accurate knowledge of the econo s is displayed by
are clear, with relevant examples. Anabysis S willasatoned and logical, and
13-15 | Economic terminclogy is use rotghout. Diagrammatical conte
explained. Evaluative, 5 nt throughout and well balanced. Evalii
and examp ically and fully developed.

1-3

7-9

COPYRIGHT
PROTECTED
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Topic Test 1.1: What is economics?

1. Economics is a ‘social science’. Explain what is meant by a social science.

2. {8} ldentify the four factors of production.
{b} What are the rewards/economic benefits for each of these factors of p

3. What is meant by the ‘basic economic problem’?

4. identify which three of the following are ‘needs’.

A Food 0 Shelter
B Internet £ Holidays
¢ Jewellery ¥ Clothin

5.  Explain the relationship and sustainability.

between interdependence and economic well-bein

ing an example, how scarcity necessarily means that economic agi\&
8. Withreference to the concept of ‘trade-offs’, define the term opportunity c

9. Which of the following is the definition of a free good? ;
A Afree goodis a good that is free of charge at the point of use —e.g. s‘cr\
B Afree goodis a good that's use has zers opportunity cost.
€ Afree goodis a good that is thought of as ‘scarce’. ;
B Afree good is something you get for free as a promotional offer from 8

10. State the three basic economic guestions.

11. Explain two different economic systems.
12. How do market economies allocate resources?
13. How do plonned economies aliocate resources?

14. What is meant by the production possibility curve (PPC)?

COPYRIGHT
PROTECTED
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15. Table 1 displays information on the production possibilities of a fictional ecg«};

i6.

17.

is.

ia.

20.
21.

22.

Table 1
Pizzas Pastas
O 320
100 240
200 160
300 30
400 0

{a) Draw the PPC for this economy.

{b} Using your PPC from {a} identify the folio
{i} Scarcity
(i} Productive efficienr
{ifi} inefficieng

{c} W

2 U0 pizzas and 160 pastas?

What two factors can cause the PPC to shift?
Explain the assumptions underlying the PPC model.
Explain, with the aid of a diagram:

{i} Constant opportunity cost

(i} Increasing opportunity cost

What is meant by the circular flow of income?
Which of the following constitutes an injection inte the circular flow of incog

A Savings £ Exports
B Vaccinations B imporis

Which of the following constitutes a withdrawal from the circular flow of mg\

A Investment € Taxes
B Government spending B Exports

Explain the circular fiow of income model using a suitable diagram.

cost of producing 100 more pizzas if the econa:

Topic Tests for Economics 1B - Higher Level: Units 1 and 2 Page 4 of 67
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Preview of Questions Ends Here

This is a limited inspection copy. Sample of questions ends here to avoid students previewing
guestions before they are set. See contents page for details of the rest of the resource.



Topic Test 2.12: The market's inability to achieve equity (HL O

1. Equity means a system in which everyone has access to basic necessities and a

fAward 1 mark for a partially correct definition; Award 2 marks for a correct de,

Z. In the circular flow of income, physical flows constitute the exchange of goods
monetary flows refer to monetary exchanges. Household's supply of the factor
final output are physical flows. Household's expenditure and firm's provision
production are monetary flows.

[2 marks for clear distinction hetween physical and monetary flows; 1 mark for
conveys the general meaningf

an asset [Cumbt
or eve

[Maxim arks. 3-4 marks for a strong explanation of two, well-supported
consequence of capitalism; 1-2 marks for a limited explanation that indicates ar
listed one reason.f

ause they are simply more productive.

4. FEssentially, barriers to entry are obstacles which prevent potential entrants fr
barriers to entry protect incumbent firms from the threat of competition. Not
natural - e.g. a firm has control of an essential resource ~ or artificial -eg.ap

[2 marks for a clear explanation of barriers to entry; 1 mark for an explanation
the general meaning]

5. Advantages:
e Research and Developmeni: Monopolies make super-normal profits, while
malkze normal profit. Therefore, monopolies are one of the only market sty
reinvest profit in R&D. If investment in technology is important in expan
econonty, then monopolies can be thought of positively, compared te con
competed away and there is no room {or investment.
e Natural Monopely: In some industries, the minimum efficient scale of pro
necessary for a monopoly to exist. It wouldn't make sense to break up suc
market because firms would inevitably make a loss at smaller quantities
® International Competition: If an economy wishes fo compete on an intern
a monopoly might be the only market structure in which this is possible

is small.

Disadvantages:
e  Inefficiency: Monopolies are neither allocatively or pr
welfare loss on society insofar that there could he:

® Consumer Surplus Loss: Since monopaiies :
perfectly competitive market, o

ctively efficient.
r allocation of s
igher price for they
ievel there will be a reductiy

; uation mentioning both one advantag
ence of evainative comments, though they may:
ted evaluation and failing to address either one ad

[Maximum 4 marks. 4 mark
monopoly. 2-3 m :

pture’ occurs when a government’s regulatory hodies are subve
inferest of those who operate in the industry that the body is charged with regu
government faiture.

[2 marks for a clear explanation of the problem of regulatory capture; 1 mark fo
which conveys the general meaning]

Topic Tests for Economics 1B - Higher Level: Units 1 and 2 Page 65 of 67
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7. Positive:
e Non-Price Competition: It's possibie that regulation could force firms to cot
Where the Big Six are limited in their ability to charge higher prices, they mig
way fo attract consumers through a non-price competitive approach - e.g
perspective, regulation might encourage firms to focus on consumer satisfa
e Improve Efficiency: Primarily, regulation’s principal function is to force fir
behave as if they were perfectly competitive. It could be possible, for inst
more competitively by removing barriers fo entry {e.g. preventing the ve
supplying and power-generating firms} in order to make the market mor
would force the Big 5ix to act competitively, even if the market is not trad
be possible to limit the Big 5i¢'s ability to charge higher prices by imposir
prices down to a level that would be closer to an allocatively efficient pe
Ultimately, the objective of regulation is to force firms to behave competi

Negative:
e Introduction of Inefficiencies:  t
introduce inefficiencies ;

from considerable econ
Sroductive inefficiency) into the ma
watural monopoly’ and so fragmenting

stry could in fact rise.

«  Less Reinvestment: It's also important to consider that regulation will hav
margins. It might be considered important to decrease these firms’ abili
because they are providing an essential cormmodity. However, another pe
tirms’ ability to invest in welfare-improving technology, and so regulatio
static and dynamic forms of efficiency.

Evaluation:

e  Nature of Regulation: Regulation’s effect on the behaviour of firms will de
If a price ceiling is introduced but the price is too low, it might serve to re
smaller firms from operating in the market {e.g. because these tirms will
scale to operate). However, removing vertical integration is likely to imp

e [Inertia of Customers: Regulation of the Big Six doegs little to tackle the esse
inertia. It would be better to focus on ways to improve consumers swiich
directly for instance.

[Masimum 10 marks. 8-10 marks for providing a clear evaluation of the impact op:
firms in the UK’s energy industry. Applied accurately to the question using suppors;
for an adequate evaluation, however might be underdeveloped or lacking in det
may be unfocused or incorrect.]
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Preview of Answers Ends Here

This is a imited inspection copy. Sample of answers ends here to stop students looking up answers to
their assessments. See contents page for details of the rest of the resource.



