Economics

Standard Level: Units 1 and 2

D Glover
Update v1.1, Novermber 2022

zigzageducation.co.uk

Publish your own work... Write to a brief...
Register at publishmenow.co.uk

E % Follow us on Twitter @ZigZagBusiness

Photocopiable/digital rescurces may only be copied by the purchasing institution on a single site and for their own use



Contents

Product Support from ZigZag Education wuesessinmnsisimimssanisissmsinsissesnssnnssssumsinssmnesnsaninssasimsiassmnne i
Terms and Contitions OF USE c.oveieimococisorsersmmocmoosorsorssrssnosnssnsonserssnocsasnsorsonsssssnocssessessssossosnacasersssossssnonnasns [
TeaCher's INTFOTUECTION crovnirimirsinsonsinsrsimsrsimsensirsonsinsensinsrsonsens rsonstnsensins hsonsenstsssnssnstnsensssstnssnstnssnsenssnsensssss 1
Mark Scheme: Levels of Response Tables for Long-answer QUESTIONS .o iiee e eeeen e anvnnasasra s 2
I T 55 .0 cracancrorancracsorancroruocsororsacaorsncsoeaossonsnssacsorsassorsnssonsotsossosssssoesncsonsnssassorssssoesnssonsossnesoeaossonanssossorsnsons 3
ToPIC Test 1.1 Whal 18 @00NOMITET ittt crenrtesrorirenssaererchererensescresncrenenssneserercnteensareresercncnaneanrcres 3
Topic Test 1.2: How do economists approach the Worlt? et essserescrccraneanercros 5
TOPRIC TESE 2.0 DEIMBINC 1otitiiii i rerrieiarorirerenteseserrcrcaenaaesarecrtrensssessrercscneaenssstresincsensnssasserercntsansarssesercnnanearrcres 6
T ODIC TOSE 2.2 BUBBIY toeritiitereis et ite ettt vt as s et cetataas s erbeeaas s tea s esae e ss s e sensben e aa s e s bnteennaassasersnanunsansnsses 7
Topic Test 2.3: Competitive market equUilBriUm o oot essarerercrccraneansncres g
Topic Test 2.5: Elasticities OF demiant ..o i crooteerensencresercrenensoaesercrcnteansaserescrcsnanearercs i1
TOPIC Test 2.8 ElastiCiy OF SUDDIY ceriiir e e cnren e cr et e cee s ebaes e s ercbcsennbaerercreesenanaesercneacnneessnes 12
Topic Test 2.7: Role of government In mMiCrO8COMDMICS ..o it et rceeerruesaerertrarvnuesssrarensesnissssessrencnansassses 13
Topic Test 2.8: Market failure — externalities and common pooi 07 COMMON CCeSS FESOUNTES v rirvruevannnes 14
Topic Test 2.9 Market failure — PUBIIC GO0 cmviiii ettt eeerae st reseaaasssrasenbeanasassassrennanenassas 16
B G BT L ovasunouneunrunounruncunnunounnuneununsunounsusounaunsun ek sunonsaunoLs A oY R RNn oL R ON S YR R LA LR L R N R R oAk A S LN R S L E A A RSN AR SR N ROl 17
ToPIc Test L. 1 WAt 1S BOOMOMITET ctiir i rerirrierocrcrerseea e cacaerenseneserecrereasaneserercseneaaessseiescraneasnsneresisoasasaencns 17
Topic Test 1.2: How do economists approach the world? e crcrenis e rne s 22
TOPIC TRSE 2.0 DBIMBNT c ittt creniniae s hcaeraaeaeae s chcaesansaneserrcrenansenesesercrenenannsseiencraneaanssnereaisarasasaancns 24
I TRSE 2. 2. SUDIIY 1 oriicieririricreroriteese s crcrensuneae s creaonanaaae s chcaesansanesesencaanaasenesesencsenenanneseiencnaneaanssnereainaranansascns 25
Topic Test 2.3: Competitive market eGQUIDIIUM e ressees e scrneaensncreaerarasasaenens 28
Topic Test 2.5 Elastiolties of Gemant et ercssaerc e rresaesaaeaescrneaansenereaisarasasaencns 30
Topic Test 2.6 Elastioly oF SUDPBIY vt crcr e ca e ee st e s et s e bt o is e recnenenoesanens 33
Topic Test 2.7: Role of government [N miCrOeC0NMOMITS ..o eiirie et crriee e s sas e s sairesenssstsesesiranaesasens 34
Topic Test 2.8: Market failure — externalities and common pool O COMMON 3CCESS M@SOUITES uverrirorrervreesenes 36
Topic Test 2.9: Market failure — PUDIIC B00US i rriresaee s s reestaes e ser e cnceenses s st nesenonansnnes 43



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 Standard Level IB
Econornics syliabus. it allows teachers and students to check their
understanding and consolidate knowledge of each part of the IB
specification. In each Topic Test there is a mixture of numerical,
multiple-choice, short-answer and essay-style questions 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 handed out 1o students as a basis for
‘model’ answers in the examination. Note that although the Topic Test guestions aren’t always in exam format,
the questions within have been written carefully 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 IB syllabus.

it is intended that these Topic Tests should be prasented to students after teaching the parts of the specification
that are to be tested. However, the Topic Tests could also be given to students as homeworl in order to
consclidate their knowledge outside of the classroom, or certain aspects could be used as a supplement to in-
class 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 1o access information as widely as possible,

it is hoped that this resource, as well as offering support for teaching the essential elements of the 1B Economics
syllabus, will help students fully prepare for their examinations. The economic environment is constantly in fluy,
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!

0 Glover, January 2022

vi.1 Update November 2022
p. 2 — mark scheme for long-answer guestions update to reflect the 18 marking criteria
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Mark Scheme: Levels of Response Tables for Long-answer Que

10 marks

No relevant answer given.

1-2

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.

3-4

Limited relevant knowledge is displaved by the respondent. Understanding
shown, but links to the question are minimal. Some economic tarminology

Broadly relevant knowledge is displayed by the respondant. Some knowled
partially linked to the question. Descriptive co ng, but the answ
contant, Soma aconamic terminolo ity. The answer may be
diagrammatical content, thos pulsory.

78

Relevant knowled he respondent. Knowledge of econom
finkad to £ ctiptive and explanatory content is consistent, a
y. Diagrammatical content is likely to be present but

9-10

ind accurate knowledge of the economic concepts is displayed by

ar, with relevant examples. Analysis is well reasoned and logical, and
Economic terminology is used correctly throughout. Diagrarmmatical conte

fully explained.

15 marks

Mo relevant answer given.

1-3

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

46

Limited relevant knowledge is displayed by the respondent. Understanding
shown, but links to the guestion are minimal. Some economic terminology
evaluative elemant is advanced. A relevant example is given, but not alabo

7-9

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 terminaclogy is used correctly. Displays basic reaso
on one side of an argument. Supporting evidence is present and relevant, b

10-12

Relevant knowladge is displayed by the respondent. Knowledge of econom
linked to the question. Descriptive and explanatory content is consistent, a
aconomic termineclogy. Diagrammatical content is likely to be present but o
content is well argued and mostly well balanced. A relevant example is give
integrated into the evaluation.

13-15

Specific and accurate knowledge of the econo s is displayed by
are clear, with relevant examples. Anabysis i85 willssatoned and logical, and §
Economic terminology is use rotghout. Diagrammatical content%
explained. Evaluative, 5 nt throughout and well balanced. Fvaly
and examp ically and fully developed.
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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

ng 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 {PPCY?

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

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 efficienry
{ifi} inefficien .
{c} Wha ; y cost of producing 100 more pizzas if the econcy
pizzas and 160 pastas?

16. What two factors can cause the PPC to shift?

17. Explain the assumptions underlying the PPC model.

18. Explain, with the aid of a diagram:
{i} Constant opportunity cost
(i} Increasing opportunity cost

19, What is meant by the circular flow of income?

20. Which of the following constitutes an injection into the circular flow of incoy
A Savings £ Exports :
B Vaccinations B imporis

21. Which of the following constitutes a withdrawal from the circular flow of in
A Investment € Taxes
B Government spending B Exports

22. Explain the circular flow of income model using a suitable diagram.

COPYRIGHT
PROTECTED

Topic Tests for Economics 1B — Standard Level: Units 1and 2 Page 4 of 44




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 2.9: Market failure ~ public goods

1. Public goods are goods that exhibit the properties of non-exclusivity, non-rival
{2 marks for a clear explanation of a public good; 1 mark for an explanation tha!
general meaning. Responses must include gt feast non-exclusivity and non-rivalry

2. {c} - Air, {v} - Lighthouses and (vii} - Fireworks
{1 mark per correct responsej

3. A - Excludability means that it is possible to preventaccess to a good if somebo

refers to the concept of rivalry, or ‘diminishability,” C refers to the concept of ' r\.s
rivalry” aspect of a public good. :

43

[1 mark for correct response]

4. Non-rivalry of a public good is
Fsscntlally, it means t

qpnem[ meamm}]

5. Public goods are non-diminishable {or non-rivalrous} which means that consu
reditce the stock that is able to be consumed by another individual. Therefore,
one individual, the moarginal cost of supplying the good to an additional individ
exhibits the trait of non-diminishability. Note, however, that this doesn’t imply
provision is zero — the marginal cost of producing the public good is subject to
private good.

{2 marks for a clear explanation of the reason that a public good exhibits zero m
for an explanation that is less clear but which conveys the general meaning]

6.
Advantages of nationalisation Disadvanta
e  Tendsto provide cheap goods and services | Can be very inefficie
for consumers ¢ Workers may not wo
¢  Leads to more equality in society ¢  (Canresultin oversta
@«  (an achieve economies of scale ¢  (an create monopoli
e  Profits can be used to fund other facilities ¢ [fnationalised firms
¢  (Canprovide a number of jobs if necessary might give lower pri
{2 marks for a clear explanation of the each advantage/disadvantage; 1 mark fo
but which conveys the general meaning]
7.

Advantages of privatisation

Prices not as lo C@PYRBGHT
@ Req:t;ire rég‘;ﬂaté PROTECTED

s (ancreate mong

® Efficient firms

® More competition means
for consumers :

s  Governmen

but which conwys the qenﬁmi meanmg]
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8. The extract clearly highlights that national defence is a typical public good. It i
single person in an area is defended, then all other individuals in that area are
Therefore, it is impossible to charge for defence on an individual hasis because
problem; individuals are able to derive benefit from defence without funding i
protects all members of society simultanecusly and equally - if one person is ¢
another person from also being protected.

The free-rider problem implies that no private firm would provide national de
unprofitable to do so. Individuals would wait until defence had been provided
from it free-of-charge. Moreover, since it is non-rivalrous, the individual const
prevent others from consuming it freely. However, national defence being und
society is clearly an inefficient outcome - there needs to be some defence to p
In the society’s perspective, there would be too little defen if left to the free-
for government provision of a national defence syste

Governments could provide systems ¢
do so more cheaply Ehdn the ;
might be that state-p

¢ e through taxation and
unlocking economies of scale. Hos
ient and open to corruption.

Altern rnment could outsource national defence to private firms
Conpe plies that the government will be able to source the best firm to

to leave 4ie defence of a nation and other military-related intelligence in the ha»ﬁ;ﬁ
fMaximur 10 marks. Award 6 marks where applied accurately to the question, u
needed. Award 4 marks for a sound, well-reasoned analysis.] 5
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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.



