What I have learnt from doing practice Paper 1s for Economics HL

Steps to follow when starting a question:

1. Read the question carefully 2-3 times. It is very important to understand what it is asking for. 

For example- Explain how the overuse of common access resources can lead to negative externalities. 

Here, you have to understand that the question asks how the overuse leads to negative externalities. You cannot just answer that this is a market failure case because overuse of common externalities has negative externalities. Yes, that is true but the question does not ask how the overuse leads to market failure. You are supposed to mention welfare loss and market failure and draw a diagram, but your theory is supposed to focus on why the overuse is leading to negative externalities. It is because the common access resources are non-excludable but rivalrous, and their over-consumption leads to their quality degradation and quantity depreciation. This means they become more scarce for future generations and other people in the current generation, which is the negative externality of overusing them. From the over-production side, overuse leads to excess pollution (deforestation) and environmental degradation in the society, which is a negative externality as it reduces quality of life for the general population. You are also supposed to mention the resulting market failure and welfare loss now and finish explaining your diagram. But, the market failure is not the main aspect of the question. Although we have to mention it, we are focusing on negative externalities.

So, it is very important to read the question multiple times to understand which part of the theory needs depth.


2. Define the key terminologies that are mentioned in or relate to the question.

3.  Explain the theory in depth using a diagram. You should talk about all the steps and keep referring to the graph. Then, state an example where the theory is implemented. Not in depth or evaluation yet. Just mention an example. Only discuss the theory in question. 

If it is a 15 mark question, you are not evaluating anything yet. Not even pros and cons or assumptions of theory. Just explain very clearly how the theory in the question ideally works using its diagram. Sometimes, you need multiple diagrams.

For example- Discuss the view that the best way to reduce the threat to sustainability, arising from the burning of fossil fuels, is for the government to provide subsidies to firms that produce energy through renewable resources.

Simply draw a subsidy diagram for renewable energy market and explain how it shifts the reduces the production costs per unit by the amount of the subsidy. This results in rightwards shift in supply diagram, leading to lower price level in the market and a higher equilibrium quantity. There is higher quantity demanded for renewable energy sources, which reduces demand for fossil fuels as they are substitutes. Now, illustrate that using a MPB MSB diagram where demand represents MPB. The MPB shifts left and the overall equilibrium consumption is closer to societally optimal consumption. Thus, the subsidy on renewable sources reduces the threat to sustainability as it reduces the demand for fossil fuels. Introduce example: In China, government is subsidizing solar panel production to make them more affordable for consumers. This is done to discourage fossil fuel consumption, as pollution levels, especially in Beijing, are beyond the safe desired zone. No evaluation whatsoever. Just the idealistic theory and how it is ‘supposed’ to work in Economic theory. You have now answered how a subsidy would work reducing the threat to sustainability.

4. If it is a 10 mark question, you just extrapolate the example or provide a few more real-world examples where the theory is applicable. If it is a 15 mark question, this is the “evaluation or synthesis (discuss)” part. It is not difficult. You are supposed to use the CLASPP approach in your evaluation. Take 3 of the CLASPP concepts, and write a paragraph on each. You could integrate them, for example pros and cons with long-term and short-term. Conclusion, Long-term and Short-term, Assumptions, Stakeholders, Priorities, Pros and Cons. While you may include alternative policies for comparison and discussion, this will be only one of the 3 paragraphs. The evaluation is only focusing on the theory in question. 

Use examples to support the paragraphs.

[bookmark: _GoBack]For example, one paragraph on the pros and cons of the policy or market structure. Use an example. One paragraph about the assumptions made in the theory and how it does not apply (example). Then, you can discuss impact on stakeholders in long-term and short-term, or you could discuss alternative solutions to the problem mentioned in the question. Then, write a conclusion where you answer the question concisely in 3-4 lines.
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