
      

Economics for  
the IB Diploma

View the full range 
of resources inside >

Ensure full coverage of the new syllabus with this 
comprehensive guide written by highly experienced authors.

FOR THE
IB DIPLOMA

Coursebook developed 
in cooperation with 
the International 
Baccalaureate®



 

Economics for the IB Diploma 

New course structure

�The coursebook has been built to mirror the new economics course structure, with chapters 
addressing all learning outcomes in the order of the specifications.

�Each subsection includes the relevant assessment objective (AO) from the specifications 
to guide teachers and students regarding the required breadth and depth of teaching and 
learning.

Teaching through inquiry

�The new economics course enables an inquiry-based approach to teaching and learning through 
the three components of concepts, contexts and content, providing a holistic and integrated 
understanding of economics.

�Approaches to teaching and learning activities have been included in all chapters to facilitate 
inquiry-based learning.

New assessment

�Quantitative questions in Paper 2 and Paper 3 – plenty of practice in the coursebook with 
 exam-style questions to test your understanding.

Explore all topics through inquiry, concepts, content and contexts and their 
interrelationships with each other.

Concepts 

�The teaching of economics is conceptually focused and grounded in real-world issues. 

�The nine key concepts that underpin the new economics course are: Scarcity, Choice, 
Efficiency, Equity, Economic well-being, Sustainability, Change, Interdependence and 
Intervention. 

�We have developed an easy to remember and use acronym for the key concepts so that it is 
forever at the forefront of learning: WISE ChoICES. 

�Concepts are anchored in the content of economics – its theories, models, ideas and tools – and 
are given context through the study of real-world issues and examples. Connections are made 
and context is given to the concepts in our WISE ChoICES boxes, included in each chapter. 

The global economy484

Chapter summary
■ Economic integration is the process of countries becoming more interdependent and 

economically unified. Forms of economic integration include:
l preferential bilateral, regional and multilateral trade agreements
l trading blocs, such as free trade areas, customs unions and common markets
l monetary union.

■ While a trading bloc promotes free trade between its member countries, the group imposes 
barriers to trade for non-member states.

■ A customs union is a form of trading bloc in which member countries agree to remove trade 
barriers among themselves and adopt common external trade barriers.

■ A monetary union exists when member states of a common market adopt a single currency 
and, hence, a common central bank that oversees monetary policy.

■ Advantages of being a member of a trading bloc include trade creation (HL only), greater 
access to markets/potential for economies of scale, greater employment opportunities, 
stronger bargaining power in multilateral negotiations, and greater political stability and 
co-operation.

■ Disadvantages of being a member of a trading bloc include trade diversion (HL only), the loss 
of sovereignty, and challenges to multilateral trading negotiations.

■ The formation of a customs union is likely to cause both trade creation and trade diversion. 
Economic integration improves the welfare of the economy if it leads to more trade creation 
than trade diversion. (HL only)

■ Trade creation occurs when economic integration causes trade deals away from higher-cost 
producers from outside the trading bloc to lower-cost producers within the trading bloc, due 
to the removal of trade barriers. (HL only)

■ Trade diversion occurs when economic integration shifts trade deals away from lower-cost 
producers outside the trading bloc to higher-cost producers within the trading bloc, due to 
trade agreements of the customs union. (HL only)

■ Monetary union is an extreme form of trading bloc involving member countries converging 
their currencies, establishing a common central bank and using a common monetary policy.

■ The advantages of monetary union include exchange rate certainty, increased cross-border 
investments, increased trade, lower transactions costs and price transparency. (HL only)

■ The disadvantages of monetary union to member countries include a loss of economic 
sovereignty, loss of exchange rate flexibility, asymmetric impacts on member states and 
changeover (or conversion) costs. (HL only)

■ Trade-related disputes between member states of the WTO are resolved by independent 
judges using the WTO’s trade disputes settlement process.

■ The objectives of the WTO are non-discrimination, more open, predictable and transparent, 
more competitive, more beneficial for less developed countries and protection of the 
environment.

■ The functions of the WTO are trade negotiations, implementation and monitoring, dispute 
settlement, building trade capacity and outreach.

■ Factors that affect the influence of the WTO include difficulties in reaching an agreement and 
the unequal bargaining power of members states.

WISE ChoICES

Economic integration requires greater levels of integration and interdependence 
of the world’s economies. Using real-world examples, discuss whether economic 
integration improves the economic well-being of individuals and societies.
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Contexts

Our coursebook uses a real-world focus and includes case studies to facilitate the teaching of 
economics through context, putting theory into practice.

Content    

�The real-world issues identified in the new guide are explored through economic theories, 
concepts and topics in every chapter.

�The coursebook follows the new guide exactly, making it easier for learners to comprehend 
assessment objectives. HL content is clearly highlighted throughout.

�There are many opportunities to make connections across the IB Diploma with Theory of 
Knowledge link boxes and ATL activities throughout.

�Over 250 diagrams are featured in the coursebook to help students with their understanding 
and analysis of key economic theories, tools and techniques.

�Top tips are included in the 
coursebook; acronyms such as 
PIGLETS (Chapter 2.8), BLADE 
(Chapter 2.11), BUDGIE 
(Chapter 3.6), EPIC (Chapter 
3.7), and GIST (Chapter 4.6).

�More than 130 exam 
practise questions are 
included in the coursebook.

�Our authors have identified 
more than 70 common 
mistakes that students make 
when studying economics.

�Worked examples provide a step-by-step guide to answering exam questions.

�Chapter Summary checklists are included at the end of each section to help students pay 
attention to the most important aspects of the syllabus, summarised in a succinct way to help 
focus their revision.
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National income accounting is used to measure the level of economic activity in the economy. It 

refers to the money value of all the goods and services produced in a country during a year. The 

most common measure of national income is to calculate the country’s gross domestic product 

(GDP). Note that GDP includes the value of the output of foreign-owned businesses operating 

within a country, such as the sales revenue from McDonald’s restaurants operating outside of the 

USA. Measuring the level and rate of growth of national income is important for determining the 

country’s rate of economic growth and changes to the standard of living in the economy.

 CASE STUDY 

McDonald’s – the world’s largest fast food 
chain

McDonald’s is the world’s largest restaurant chain as 
measured by sales revenue. According to its website, 
the US company serves more than 69 million customers 
every day in over 100 countries and employs more than 
210,000 workers. The monetary value of the output 
from McDonald’s therefore contributes to the gross 
domestic product of the countries that the company 
operates in. ■■ Figure 16.1 McDonald’s has stores around the world, 

including this one in Dubai

There are three different methods that are used to calculate this:

1 The output method

 The output method measures the actual value of all final (finished) goods and services 

produced within the economy each year. Only the final output is included in the calculation of 

national output to prevent double counting, such as the value of manufactured products used 

in the production process. Hence, this method of measuring the level of economic activity is 

also referred to as national output (O).

2 The income method

 The income method of measuring the level of economic activity calculates the value of all 

factor incomes earned in the economy, that is, it is the sum of wages and salaries (labour), rent 

(land), interest (capital) and profits (enterprise). Households receive factor incomes for the 

output produced. Hence, this method is also referred to as national income (Y).

3 The expenditure method

 Alternatively, the level of economic activity can be measured by the total value of all spending 

on goods and services in the economy (see Chapter 17). The expenditure method measures 

economic activity by calculating the value of total spending on newly produced goods and 

services during the year, comprising consumption (C), investment (I), government (G) and net 

exports (X – M).

l Consumption expenditure (C) refers to spending by individuals and households on goods 

and services. It is the single largest component of national expenditure.

l Investment expenditure (I) refers to spending by all firms within the economy in order to 

increase their capital stock and production capacity. This is sometimes referred to as gross 

fixed capital formation.

 ◆National income can 
be defined as the value of 
all the goods and services 
produced in a country 
during a year, thereby 
indicating the level of 
economic activity in the 
country.

 ◆ The output method 
measures economic 
activity by calculating 
the actual value of all 
final (finished) goods and 
services produced within 
the economy each year. 
This method of measuring 
the level of economic 
activity is also referred to 
as national output (O).

Top tip!
Note that transfer 
payments, such 
as state pensions 
and income support 
for low-income 
households, are 
not included in the 
calculation of national 
income as there is no 
corresponding output 
generated.
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Top tip!
The previous analysis can apply to countries with 
a persistent balance of trade surplus by using an 
inverse or ‘upside down’ J-curve. This happens 
by raising the value of the exchange rate (either 
through a currency revaluation or currency 
appreciation). Eventually, if the Marshall-Lerner 
condition holds, the economy will spend more 
on imports and earn less from exports, thereby 
eliminating the balance of trade surplus.
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■■ Figure 32.11 The inverse J curve

Implications of a persistent current account  
surplus (AO3) (HL only)
It may seem at first that a surplus is preferable to a deficit on the current account, given that this 

can help to offset a deficit on the country’s capital or financial accounts. However, a persistent 

current account surplus is not necessarily or always desirable. There are implications of this on 

the level of domestic consumption and investment, exchange rates, inflation, employment and 

export competitiveness.

■■ Domestic consumption and investment
In the short run, a current account surplus means the (X – M) component 

of aggregate demand is positive, so this helps to boost AD from AD
1
 to AD

2
, 

as shown in Figure 32.12. This causes the economy to grow, with real GDP 

rising from Y
1
 to Y

2
. As a result, employment will also increase. However, 

there is likely to be some inflationary pressure on the economy owing to the 

higher level of AD, causing the general price level to rise from PL
1
 to PL

2
. 

Hence, a persistent current account surplus can create inflationary pressures 

on the economy so can deter future investments in the country.

Alternatively, a persistent current account surplus can be caused by lower 

domestic expenditure on imports, but this is not necessarily good for 

households and firms if it is due to a lower level of income. As the current 

account is in surplus, it could mean that the additional money coming into 

the country is not being spent on imported goods and services, which could  

represent less choice for domestic consumers and therefore a lower standard of living.

■■ Exchange rates
Demand for exports represents demand for the currency of the exporting nation. A current account 

surplus implies there is greater demand for the domestic currency as export sales exceed import 

expenditure. This can then cause the domestic currency to appreciate in value. Subsequently, 

exporters will find it increasingly difficult to sell to foreign buyers who have to pay higher prices for 

these products. This also means that domestic consumers will find domestically produced goods 

less competitive to foreign goods, which hinders domestic output and employment opportunities. 

Furthermore, a higher exchange rate, which results from a persistent current account surplus, can 

make the economy less attractive as a destination for foreign direct investments.

AD2AD1

Y2Y1

SRAS
General 
price level

Real GDP

PL2
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■■ Figure 32.12 The impact of a persistent 

current account surplus on consumption and 

investment
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Review
One of my favourite aspects in the text is the use of Case Studies. There are a multitude of these 
spread throughout the book which will allow students a great way to integrate Real Life Examples 
into their study… Hopefully, they will inspire students to see the connection between their study and 
the real world and allow them a focussed start for investigation opportunities to further develop 
their use of real-world examples.

Tom Brodie, IB educator and teacher 

The new syllabus brings the syllabus to life with the integration of 
concepts, context and content, along with ample opportunities for inquiry 
and skills. The nine prescribed concepts provide plenty of opportunities 
for teachers and students to engage in economics, looking at the content 
from multiple dimensions. We are also excited to share with you an easy 
way to remember these nine concepts - what we call the WISE ChoICES. 
After all, economics today is no longer about making choices, but wise 
choices! As educators in the classroom, we know how demanding the IB 
programme can be for students, so have taken the approach of writing 
this book using a student-centred approach, with real-world examples that 
they can associate with, with tips and exam advice throughout the book.

Paul Hoang, IB educator and author

An inspirational teacher of mine, referred to Economics as more of “an 
article of faith than a science” and even the British economist, John 
Maynard Keynes is famously quoted as saying “When the facts change, 
I change my mind. What do you do, sir?”. It is with this in mind that I 
implore every student that reads this book to challenge, reject, dissect 
and evaluate the knowledge that lies within. You are the future of our 
discipline, and I am confident that this future is in safe hands. 

Sean Wray, IB educator and examiner

Economics for the IB Diploma serves as a comprehensive textbook 
for the learners to equip themselves with all the skills and 
knowledge necessary to develop a critical understanding of a 
range of economic theories and models. The book provides an 
in-depth understanding of the relationship and interdependence 
between inquiries, concepts, content and contexts in economics. 

Tanusankar Chakraborty, IB teacher and consultant

A note from our authors
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How does our publishing help you teach the new guide?

What’s changed or new? How does our publishing help you teach this?

Teaching through inquiry
The new economics course enables an 
inquiry-based approach to teaching and 
learning through the three components of 
concepts, contexts and content, providing 
a holistic and integrated understanding of 
economics, using real-world examples.

As described in detail below, the book is built around 
these three components, promoting fully inquiry-
led teaching and learning. However the book also 
provides a wealth of scaffolding to give students 
the support they need to navigate the content and 
concepts, and to prepare for the assessments.

Concepts
The nine concepts are anchored in the 
content of economics – its theories, 
models, ideas and tools – and are given 
context through the study of real-world 
issues and examples.

We have created a memorable acronym to help 
teachers and students to apply this in their teaching 
and learning: the WISE ChoICES. The nine concepts 
help to facilitate inquiry-based questions to help 
extend students’ knowledge and understanding of 
economics.

Content
Understandably, in an ever-changing 
world, there is new content in the 
syllabus, including a new section on 
behavioural economics, and topics that 
span several aspects of the syllabus such as 
the Sustainable Development Goals.

The coursebook follows the exact order of the syllabus, 
addressing each and every assessment objective, to 
guide teachers and students regarding the required 
breadth and depth of teaching and learning. 

Context
Economics is often said to be an abstract 
discipline – but this certainly does not 
have to be the case.

We have included case studies and real-world 
and contemporary examples of across the world 
throughout the coursebook to engage learners in their 
study of IB Economics.

Changes to assessment
Whilst there remains two papers for SL 
and an additional paper for HL students, 
there are changes to the assessment 
model. Paper 1 is no longer about 
microeconomics and macroeconomics, and 
Paper 2 is no longer about international 
economics and development. Paper 
1 remains an essay paper (called an 
extended response paper), and Paper 
2 is still a data response paper, but all 
topics in the syllabus can be assessed in 
these papers. Paper 3 for HL students is 
not explicitly a quantitative assessment 
(formally called a policy paper) and 
includes both quantitative and qualitative 
questions.
The Internal Assessment has changed 
to include an extra 50 words per 
commentary, and each commentary will 
now need to focus on a (WISE ChoICES) 
concept.

The book includes a wealth of features designed to 
help students prepare for assessment:
Chapter summary
Helps students pay attention to the most important 
aspects of the syllabus, written in a succinct way to 
help focus their revision prior to school assessments 
and external exams. 
Top tips!
Sound advice from the authors to support students 
with assessment and exam advice.
Common mistakes – Advice from the authors regarding 
some of the typical errors made by students in the 
exams, so that you can avoid making such mistakes.
Worked examples
Provide a step-by-step guide to answering exam 
questions. These examples help students to focus on 
the skills required to succeed in exam questions.
Exam practice questions
Give students further opportunities to test their 
understanding of the content discussed and prepare 
for assessment.

To place your order email international.sales@hodder.co.uk or visit 
 www.hoddereducation.com/ib-economics
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What’s publishing and when?

What 
next? 

�To place an order, fill in the order form or get in touch via 
International.team@hoddereducation.com

�You can try our books for free with eInspection copies, 
which offer online access to the whole book for 30 days, 
completely free of charge. To request your eInspection 
copies visit hoddereducation.com/ib-economics 

�Receive the latest news, free resources and 
sample material when you sign up for eUpdates at 
hoddereducation.com/eUpdates 

      

Title ISBN Pub date Price

Economics for the IB Diploma 9781510479142 Oct-20 £42

Economics for the IB Diploma Student eTextbook 9781510479302 Oct-20 1-year access: £28
2-year access: £42

Economics for the IB Diploma Whiteboard eTextbook 9781510479319 Oct-20 £175  – subscription lasts the 
life of the Guide

Economics for the IB Diploma Paper 3 Workbook 9781471851322 Out now £13.50 – for use up to and 
including 2021 assessment

Economics for the IB Diploma Revision Guide 9781471807183 Out now £21.50 – for use up to and 
including 2021 assessment

Economics for the IB Diploma Quantitative Skills 
Workbook 9781398340442 Aug-21 £14.50

Prepare for Success: Economics for the IB Diploma 9781398340893 Feb-22 £23.50

Go digital with Dynamic learning 

Try everything for free

Available via Dynamic Learning

Student eTextbooks 
Downloadable versions of the 
printed textbooks that are 
assigned to students so they can:

�Download and view on any 
device or browser

�Add, edit and synchronise  
notes across two devices 

�Access their personal copy on 
the move without internet 
connection 

We know it’s important to evaluate digital resources so you can try before you buy with a free, no 
obligation 30-day trial; all you need to do is give us your email and school address.

Whiteboard eTextbooks 
Online, interactive version 
of the printed textbook that 
enables you to:

�Display interactive pages to 
your class

�Add notes and highlight 
areas

�Add double page spreads 
into lesson plans
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