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Answer ALL questions. Write your answers in the spaces provided.

Some questions must be answered with a cross in a box X. If you change your mind about an
answer, put a line through the box £¢ and then mark your new answer with a cross [X.

1 (a) Which one of the following best defines deflation?

[J A A continuous rise in the general price level of goods and services

[J B Asituation where the economy grows rapidly

[J € Adecrease in the general price level of goods and services over time
[ D A period of very low economic activity and high unemployment

(b) Which one of the following is an example of a supply-side policy?

L] A Investing in education and training

[ B Asset purchasing by a central bank

[] € Increasing taxes on high-income earners
[] D Increasing the interest rate

(c) What is meant by the term demand-pull inflation?
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(d) Describe one advantage of privatisation for a consumer.

(2)
A country has a labour force of 4.3 million with 550,000 people unemployed.
(e) Calculate, to two decimal places, the country’s percentage rate of
unemployment. You are advised to show your working.
(2)
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Figure 1 shows the supply of and demand for UK pounds (£) and the equilibrium
exchange rate against the euro (€).

(f) Using the diagram below, draw the likely effect of an increase in imports from
Europe on the equilibrium exchange rate of the UK pound (£) against the

euro (€). Label the new curve, the new equilibrium exchange rate and the new

equilibrium quantity.

Exchange rate of
fin€

ER_

Figure 1
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In March 2024, after 15 years of negotiations, India announced a free trade agreement
with four European countries: Switzerland, Iceland, Norway and Liechtenstein. The
free trade agreement is expected to create one million jobs over the coming years.

(g) Explain one advantage of free trade for a business in a country such as Iceland.
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The South Korean Government is to introduce deregulation to boost the growth
of industries, such as artificial intelligence (Al) and biotechnology. The country
will create a regulation-free zone where firms can develop technologies without
any barriers.

(h) With reference to the data above and your knowledge of economics, analyse the
advantages of deregulation for a country such as South Korea.
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2 (a) Which one of the following describes a trade bloc?

[ A Agroup of countries that use the same currency

] B Agroup of countries that have the same tax rates

[J € Agroup of countries that have the same language

[J D A group of countries that reduce trade barriers between themselves

(b) Which one of the following best describes the role of currency speculators?

They invest in government bonds
They trade currencies to profit from changes in exchange rates

They lend money to countries at low interest rates

O O 0O O
O N W >

They keep exchange rates stable by fixing the currency

(c) State one possible role of the World Trade Organization (WTO).
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( )
The Swedish economy has been in recession since 2023 and is expected to remain in
recession until 2025. As a result, the demand for labour has fallen which has caused
unemployment to increase.
(e) Explain one impact of rising unemployment on government spending on benefits
in a country such as Sweden.
(3)
. J

9

mm NN R 0 0
P78 96 3 A0 9 2 8 Turn over

>



In 2024, the European Union (EU) increased the tariff on all electric vehicles imported

from China from 10% to 37.6%.

(f) Using the diagram below, draw the effects of the new tariff on the equilibrium
price and quantity of electric vehicles imported into the EU from China. Label the

new curve, the new equilibrium price and new equilibrium quantity.

Price of
electric
vehicles

[
[
[
[
[
[
[
[
Q, Quantity of electric vehicles

Figure 2
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In August 2024, the central bank in New Zealand reduced the official base rate from
5.5% to 5.25%. It was the first cut since March 2020. New Zealand was no longer in
recession but economic conditions were still difficult.

An economist from the Bank of New Zealand (BNZ) said a reduction was already
overdue. “The New Zealand economy is struggling under the pressure of extremely
tight monetary conditions, rising unemployment, reduced investment activity and
weak consumer confidence.”

(g) With reference to the data above and your knowledge of economics, assess how
effective monetary policy is likely to be in increasing output for a country such as
New Zealand.
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3 (a) Intimes of inflation, which one of the following is a shoe leather cost when
purchasing a mobile phone online?

[J A The cost of updates to the website due to higher prices for mobile
phones

[] B The cost of raw materials for producing a mobile phone
[J € The cost of shipping and handling fees for online orders

[J D The cost to consumers of looking for the lowest price of mobile phones

In 2023, the total value of UK exports to Spain was £19.9bn and the total value of
imports from Spain into the UK was £44.2bn.

(b) Calculate the trade balance between the UK and Spain in 2023.

A trade surplus of £24.3bn
A trade surplus of £64.1bn

A trade deficit of £24.3bn

O o oo
O N @ »

A trade deficit of £64.1.bn
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In 2024, a new childcare subsidy was offered to working parents in Northern Ireland.

(c) Using the diagram below, draw the effects of the introduction of a subsidy on the
equilibrium price and quantity of childcare in Northern Ireland. Label the new

curve, the new equilibrium price and new equilibrium quantity.

Price of
childcare
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Globalisation has transformed the world. Centuries ago, it brought exotic spices and
goods from distant parts of the globe. More recently, it has allowed people to work,
communicate and travel more easily. Fewer tariffs and quotas are one of the reasons
for an increase in globalisation.

(d) With reference to the data above and your knowledge of economics, analyse why
fewer tariffs and quotas have resulted in an increase in globalisation.
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Levi Strauss & Co, a multinational corporation (MNC), has committed to achieving
net-zero greenhouse gas emissions by 2050. As part of this goal, the company has
introduced innovative water-saving manufacturing processes. One such initiative has
saved nearly 13 billion litres of water over nine years.

In 2011, Levi Strauss & Co created a worker wellbeing programme. This provides
health education, family welfare programmes and financial empowerment for its
clothing workers in its 118 factories across 16 countries.

(e) With reference to the data above and your knowledge of economics, assess the
advantages of multinational corporations (MNCs) for the countries in which
they operate.
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France is one of the UK's largest export markets. In 2023, the total of UK exports to
France was valued at £45bn.

The average exchange rate of £ to € was £1 =€1.15 in 2023.

(a) Calculate, to two decimal places, the total value of UK exports to France in
euros (€bn) in 2023. You are advised to show your working.
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France is Europe’s second largest consumer base with a high-income population. The
French retail market is highly developed and its luxury sector is well known around
the world. When exporting to France, UK firms must consider factors such as quality
in order to be successful in this very competitive market.

(b) With reference to the data above and your knowledge of economics, analyse why
an improvement in the quality of UK goods may result in a positive impact on the
UK’s current account.
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As part of its fiscal policy, the UK Government has promised additional funding and
increased pay for doctors over the next five years to help the country’s struggling
healthcare system.

The UK public healthcare system is under considerable strain. For several months
hospitals have been dealing with a lack of staff and long waiting times for medical
care, with surgeries postponed or cancelled. At the end of April 2024, 7.6 million
people were still waiting for treatment.

The UK’s healthcare system is paid for by taxpayers to provide free access to hospital
and doctor services for all citizens. The government is unsure how this additional
investment will be funded and currently spends around 9.3% of its gross domestic
product (GDP) on healthcare.

(c) With reference to the data above and your knowledge of economics, evaluate the
possible economic benefits of increasing government expenditure on healthcare
for a country such as the UK.
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