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Answer all questions.

Using your knowledge of economics and with reference to the given figures in the Stimulus Material, 
answer the following questions in the spaces provided.

Use Fig. 1 in answering the following questions.

1 (a) In the table below, tick (3) the two statements which are correct. 

Statement Tick (3)

The UK’s current account deficit decreased by £20 billion between 
2014 and 2015

After 2011, the UK’s current account deficit increased every year

The UK’s current account deficit was lowest in 2011

The UK’s current account deficit increased by £40 billion between 
2009 and 2010

The UK’s current account deficit was larger in 2016 than it was in 
2006

 [2]

 (b) Identify two components of the current account.

Component 1  ............................................................................................................................

Component 2  ............................................................................................................................
 [2]

 (c) Other than the exchange rate, state and explain two reasons for a current account deficit.

Reason 1  ..................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

Reason 2  ..................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................
[4]
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Use Fig. 2 in answering the following questions.

2 (a) In September 2007, the exchange rate was £1 = US$2.02. By January 2017, the exchange 
rate was £1 = US$1.24.

  In September 2007, a UK firm sold a product in the UK for £1000. By January 2017, the same 
product sold for £1200. The firm also sold the product to the United States. As a UK export, 
the price of the product was in US dollars ($).

  Calculate by how much the price of the UK export changed in US dollars ($) between 
September 2007 and January 2017. Show your working.

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [3]

 (b) The diagram below shows the market for the UK pound sterling (£) and its price against the 
US dollar ($).

  On the diagram below:

• draw and label a new demand curve to show the effect of a rise in the UK’s rate of interest

• label the changes in the exchange rate of the pound sterling and in the quantity of pounds.
 [3]

0

D S

Exchange
rate of £ in
US $

Quantity of pounds (£)
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Use Figs. 3, 4, and 5 in answering the following questions.

3 (a) Explain what is meant by a ‘current account surplus’.

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [2]

 (b) In the table below, tick (3) the two statements which are true of free trade. 

Statement Tick (3)

Free trade is giving food aid to poor countries

Free trade means that labour is used at no cost

Free trade means that there are no subsidies on exports

Free trade means that domestic goods and imports compete for 
customers more fairly

Free trade means governments make domestic firms buy only 
from domestic suppliers

 [2]

 (c) Fig. 5 shows that China gives production subsidies to its glass and paper industries.

  Using the diagram below, explain how a production subsidy would affect the equilibrium price 
and the quantity sold of exports of Chinese paper.

D S
Price

Quantity
0

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................
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 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...........................................................................................................................................

 ...................................................................................................................................... [6]

 (d) Other than to improve the balance of payments, analyse two reasons why countries use 
protectionism.

Reason 1 ...................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

Reason 2 ...................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................
[6]
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Use Figs. 6 and 7 in answering the following questions.

4 (a) The table below includes statements about absolute poverty and relative poverty. Tick (3) the 
two statements which refer to absolute poverty and the two which refer to relative poverty.

Statement
Absolute 
poverty 

(3)

Relative 
poverty 

(3)

Minimum standards for all people anywhere in the world

Less than 60% of median household income

Measures how the poor keep up with the growth of average 
incomes

A level of income needed to survive

[4]

 (b) Using Fig. 7, compare the percentage of the population living in absolute poverty in East Asia 
and Pacific with the percentage of the population living in absolute poverty in Sub-Saharan 
Africa between 1987 and 2013.

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [4]
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 (c) Evaluate the impact of reducing taxation to reduce poverty in developing countries. 

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ............................................................................................................................................ [10]
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Use Fig. 8 in answering the following questions.

5 (a) Below is a statement about non-governmental organisations (NGOs).

  In the table below, tick (3) whether the statement is true or false.

Statement True (3) False (3)

NGOs pay taxes on profits they earn

 [1]

 (b) Evaluate the importance of non-governmental organisations (NGOs) in helping developing 
countries to achieve economic growth. 

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................
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 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 .............................................................................................................................................. [8]

Turn over for the next question
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Use Fig. 9 in answering the following questions.

6 (a)  Using one of the words below, complete the sentence so that it explains what is meant by 
‘unit labour costs’.

total    average    fixed    variable

  Unit labour costs measure the .............................. cost of labour per unit of output produced.
 [1]

 (b) Evaluate the impact of new technology on the growth of globalisation. 

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ...................................................................................................................................................

 ............................................................................................................................................ [10]
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7 Using the information in the case study and your own knowledge of economics, evaluate the 
importance of sustainable economic growth.

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ..........................................................................................................................................................

 ................................................................................................................................................... [12]

END OF QUESTION PAPER 
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ADDITIONAL ANSWER SPACE

If additional space is required, you should use the following lined page(s). The question number(s) 
must be clearly shown in the margin(s).
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