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Questions
 

Q1.           

The chart below shows the UK unemployment rate, seasonally adjusted, from 2008 to 2015

(a)  Which one of the following types of unemployment best explains the change in the data
between 2008 and 2010?

(1)

   A    Cyclical

   B    Frictional

   C    Seasonal

   D    Voluntary

(b)  Explain the likely effects on the circular flow of income of the change in unemployment
between 2013 and 2015.

(4)

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

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

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

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

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

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

S T E M U P . C O . U K

https://stemup.co.uk


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

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

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

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

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

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

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

 

(Total for question = 5 marks)

 

 

Q2.           

Figure 1 shows data on the UK's balance of trade.

Figure 1 – UK's balance of trade January 2013 to January 2015
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(a)  Which one of the following can be inferred from Figure 1 in the period shown?

(1)

   A   The total UK trade deficit was the largest in June 2013

   B   The trade in goods was always in surplus between January 2013 and January 2015

   C   The total UK trade deficit was the smallest in January 2014

   D   The trade in goods deficit was the smallest in June 2013

(b)  Explain one likely reason for the reduction in the total UK trade deficit in January 2015.

(3)

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

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

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

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

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

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

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

 

(Total for question = 4 marks)

 

 

Q3.           

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

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

Annual rate of UK inflation, as measured by the Consumer Prices Index (CPI), January 2016 to
September 2019.

(a)  Which one of the following can be deduced from the chart?

(1)

   A    The average price level was lower in January 2018 than in January 2019

   B    The average price level was unchanged between January 2017 and January 2019

   C    There was deflation from January 2018 to January 2019
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   D    There was disinflation from January 2016 to January 2017

(b)  Explain one limitation of CPI in measuring the rate of inflation.

(3)

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

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 4 marks)

 

 

Q4.           

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

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

S T E M U P . C O . U K
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(a)  Which one of the following can be inferred from the above chart? Between 2007 and 2019,

(1)

   A    earnings adjusted for interest rates were lower than earnings not adjusted for interest
rates

   B    nominal earnings increased by nearly 125 percentage points

   C    the increase in earnings not adjusted for inflation was greater than earnings adjusted for
inflation

   D    there were significant increases in real earnings each year

(b)  With reference to the chart, explain the likely relationship between real incomes and
subjective happiness.

(3)

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 4 marks)

 

 

Q5.           

United States current account of the balance of payments, 1993–2015

(a)  Calculate the percentage change in the United States current account deficit on the balance
of payments between 1998 and 2006.

(2)

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

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

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

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

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

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

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

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

(b)  Explain the term 'current account of the balance of payments'.

(2)

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

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

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

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

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

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

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

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

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

(c)  Using the chart above, which one of the following may be inferred about the United States
balance of payments?

(1)

   A    The current account deficit decreased between 2001 and 2006

   B    The current account surplus increased between 2001 and 2006

   C    There was a current account deficit for the entire period shown

   D    There was a current account surplus for the entire period shown

 

(Total for question = 5 marks)

 

 

Q6.           
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Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

Answer the question with a cross in the box you think is correct . If you change your
mind about an answer, put a line through the box  and then mark your new answer
with a cross .

The UK's net monthly balance of trade in goods and services, by value, January 2014 to January
2018, is shown in the chart below.

(a)  Which one of the following can be inferred from the above chart over the period shown?

(1)

   A    The government was spending more than it received in taxation

   B    The UK's balance of trade, by value, was always in equilibrium

   C    The value of imports was greater than the value of exports

   D    The value of inflows was greater than the value of outflows

(b)  Explain one likely reason for the UK's balance of trade in goods and services over the period
shown.

Refer to the chart above in your answer.

(3)

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 4 marks)

 

 

Q7.           

The Eurozone economy

Figure 1: Exchange rate of the euro (€) to the British pound (£)

Figure 2: Eurozone inflation rate as measured by the Consumer Prices Index (CPI)
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Extract A

European Central Bank disappoints markets with weaker than expected stimulus
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(a)  With reference to Figure 1, calculate the percentage change in the value of the euro in
pounds from the start of 2009 to the start of 2015.

(5)

(b)  With reference to the information provided and your own knowledge, examine two factors
which might explain the change in the rate of Eurozone inflation as shown in Figure 2.

(8)

(c)  Since mid-2015 the euro has appreciated. Assess the likely impact of an appreciation of the
euro on the current account of the balance of payments for Eurozone countries.

(10)

(d)  Discuss the likely success of the ECB's quantitative easing programme in moving Eurozone
inflation closer to 'the central bank's ceiling of 2%' (Extract A, line 17).

(12)

(e)  Discuss 'looser fiscal policy' and 'supply-side reforms' (Extract A, lines 20 and 21) that may
be used by governments of Eurozone countries to increase economic growth.

(15)

 

(Total for question = 50 marks)

 

 

Q8.           
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(a)  With reference to Figure 1, calculate the ratio of Burundi's GDP per capita to Kenya's GDP
per capita in 2012.

(5)

(b)  With reference to Extract A and Extract B, examine two factors that constrain economic
growth in Burundi.

(8)

(c)  With reference to Figure 1, discuss the use of GDP data as a means of comparing living
standards among the five EAC member countries.

(12)

(d)  Assess the benefits Kenya has gained from its membership of the EAC since 2000.

(10)
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(e)  Discuss the likely costs and benefits of monetary union to the five members of the EAC.

(15)

 

(Total for question = 50 marks)

 

 

Q9.           

The table below shows UK annual real GDP values for 2011–2013.

(a)  Define the term 'economic growth'.

(1)

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

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

(b)  Calculate the annual UK economic growth rate for 2013. You are advised to show your
working.

(2)

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

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

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

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

(c)  Which one of the following can be inferred from the table?

(1)

A     Real GDP was falling between 2012 and 2013

B     The annual UK economic growth rate for 2012 was negative
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C     Nominal GDP was falling between 2012 and 2013

D     The annual UK economic growth rate for 2012 was positive

 

(Total for question = 4 marks)

 

 

Q10.           

The table below shows claimant count data for the UK.

(a)  Define the term 'claimant count'.

(1)

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

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

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

(b)  Calculate the percentage change in the claimant count from August 2014 to February 2015.

(2)

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

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

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

(c)  Which one of the following is likely to cause a reduction in the claimant count?

(1)

   A    An increase in the weekly payment for claimants

   B    A compulsory weekly interview for every claimant

   C    An increase in the size of the workforce

   D    A fall in employment

 

(Total for question = 4 marks)
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Questions
 

Q1.           

(a)  Explain the difference between 'good' deflation (Extract B, line 16) and 'bad' deflation
(Extract B, line 27).

(5)

 

(b)  With reference to Figure 1 and Extract A, examine the likely reasons for the fall in oil prices
since the middle of 2014.

(8)

 

(c)  With reference to Extract A, discuss the factors necessary for the success of a cartel.

(12)

 

EITHER

(d)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of a sustained period of deflation.

(25)

 

OR

(e)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of a sustained fall in global oil prices.

(25)

 

(Total for question = 50 marks)

 

 

Q2.           
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(a)  With reference to Figure 5 and Extract C, explain one likely reason for the fall in the
exchange rate of the Turkish lira.

(5)

(b)  Discuss the costs to the Argentine economy of an inflation rate "estimated by some
economists to be over 25%". (Extract D, line 9)

(12)

(c)  With reference to Extract E, examine the impact of restrictions on beef exports on how
Argentine farmers decide to use their land.

(8)

EITHER

(d) With reference to the information provided and your own knowledge, evaluate the likely
microeconomic and macroeconomic effects of the imposition of 'price controls' (Extract E, line 8)
in Argentina.

(25)

OR

(e)  With reference to the information provided and your own knowledge, evaluate the likely
microeconomic and macroeconomic effects of the 23% devaluation of the Argentine peso.

(25)

 

(Total for question = 50 marks)

 

 

Q3.           

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

UK unemployment rate as a % of all those economically active, seasonally adjusted,
from 2008 to 2018
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(a)  With reference to the chart above, explain one likely economic effect of the change in the
UK unemployment rate between 2012 and 2018.

(3)

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

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

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

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

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

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

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

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

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

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

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

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

(b)  Which one of the following policies is most likely to reduce the unemployment rate in the
UK?

(1)

   A    A decrease in direct taxes on company profits

   B    A decrease in quantitative easing
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   C    An increase in government payments to the unemployed

   D    An increase in the UK base interest rate

 

(Total for question = 4 marks)

 

 

Q4.           

UK economic recovery

Figure 1: Components of aggregate demand in selected countries 2014

Figure 2: Nominal GDP per capita at Purchasing Power Parities (PPPs)

(the base year 2000=100)
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Extract A

The UK economy – a strange recovery

(a)  With reference to Figure 1, explain the term 'net trade'.

(4)

(b)  With reference to the information provided and your own knowledge, assess the likely
causes of the UK's trade deficit.

(10)

(c)  With reference to Extract A, paragraph 2, explain one likely influence on UK investment.

(5)

(d)  With reference to Figure 2 and Extract A, explain two likely reasons why the growth of the
UK's nominal GDP per capita at PPPs was slower than that of Germany after 2010.

(6)
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(e)  Evaluate policies the government could use to increase the UK's productivity.

(15)

EITHER

(f)  Evaluate the benefits of economic growth to the UK given that 'a number of concerns remain'
in the UK economy (Extract A, line 7).

(20)

OR

(g)  Evaluate the view that another recession is 'inevitable' in the UK (Extract A, line 24).

(20)

 

(Total for question = 60 marks)

 

 

Q5.           

(a)  With reference to Figure 1, explain what has happened to real annual business investment
since 2008.
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(4)

(b)  With reference to Figure 2, explain the likely effect of an appreciation of the British pound
(£) against the US dollar ($) on the volume of UK imports from, and UK exports to, the USA.

(5)
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(c)  With reference to Extract A, explain two reasons why consumer spending rose in 2013.

(6)

(d)  Assess the importance of interest rates in determining the level of business investment in
the UK.

(10)

(e)  Discuss the likely impact of both a lack of new investment and an appreciation of the British
pound (£) on 'inflationary pressures' in the UK (Extract A line 36).

(15)

EITHER

(f)  Evaluate whether the UK government should focus on achieving economic growth as its key
macroeconomic objective.

(20)

OR

(g)  Evaluate the use of monetary policy to achieve the UK's macroeconomic objectives.

(20)

 

(Total for question = 60 marks)

 

 

Q6.           

UK incomes, inflation and monetary policy
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Figure 1 – UK average weekly household real income

Figure 2 – UK inflation rate as measured by percentage changes in the Consumer
Price Index (CPI)

Extract A

Britons should not fear rise in interest rates
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Extract B

Deflation is bad news

(a)  With reference to Figure 1, explain the term 'real income'.

(4)

(b)  Assess the likely impact of falling real incomes on UK consumers.

(10)

(c)  With reference to Extract A, explain the likely effect of a rise in the value of the pound on
aggregate demand.
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(5)

(d)  With reference to the data, explain two likely reasons for the UK's falling inflation rate.

(6)

(e)  With reference to Extracts A and B and your own knowledge, discuss whether the MPC
should be concerned about the risk of deflation in the UK economy.

(15)

Answer EITHER

(f)  Evaluate whether the MPC has been successful in controlling the UK's inflation rate since
2011.

(20)

OR

(g)  Evaluate demand-side policy responses to the Global Financial Crisis of 2008.

(20)

 

(Total for question = 60 marks)

 

 

Q7.           

Branded coffee shops

Figure 1: Market share of UK branded coffee shops, 2015, percentages
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Figure 2: Number of Starbucks coffee shops worldwide, 2003–2016

Figure 3: Price comparison in selected London coffee retailers, February 2017

Extract A
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Starbucks in Britain – a loss-making business?

Extract B

Tax on disposable coffee cups?
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Extract C

German city of Freiburg takes action on cutting the use of disposable coffee cups

(a)  With reference to Figure 1, briefly explain the market structure that best describes the UK
branded coffee shop market.

(5)

(b)  With reference to Figure 3 and other information provided, discuss the price and non-price
strategies that Starbucks may use to increase profitability.

(12)

(c)  Examine the advantages of using an indirect tax as a means of reducing the use of
disposable coffee cups.

(8)
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EITHER

(d)  Evaluate the microeconomic and macroeconomic factors that may influence Starbucks'
decision whether to expand in a particular country.

(25)

OR

(e)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of increased UK demand for coffee at branded coffee
shops.

(25)

 

(Total for question = 50 marks)

 

 

Q8.           

UK inflation and economic growth

Figure 1: UK inflation rate as measured by annual percentage changes in the
Consumer Price Index (CPI), January 2014 to January 2018

Figure 2: Selected changes to the CPI basket of goods and services, 2017
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Figure 3: UK exports, £ billions per month, January 2014 to January 2018

Figure 4: Annual percentage change in real Gross Domestic Product (GDP), 2014-2017

Extract A

Rising inflation
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Extract B

Economic growth and living standards

(a)  With reference to the first paragraph of Extract A and Figure 1, explain how the change in
the exchange rate of the pound has 'contributed to rising inflation' (Extract A, line 4).

(4)

(b)  With reference to Extract A, explain two likely economic effects of the higher rate of UK
inflation.
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(6)

(c)  With reference to the last paragraph of Extract A and Figure 2, explain one reason why it is
necessary to regularly update the CPI basket of goods and services.

(5)

(d)  With reference to Figure 3, assess the likely impact of the change in the value of exports,
since mid-2016, on the economic growth of the UK. Use an aggregate demand and aggregate
supply diagram in your answer.

(10)

(e)  With reference to Figure 4, Extract B and your own knowledge, discuss the limitations of
using GDP data to compare living standards between the UK and developing countries.

(15)

EITHER

(f)  Evaluate the use of interest rate changes as a means of controlling UK inflation.

(20)

OR

(g)  Evaluate the potential conflicts between the objective of economic growth and two other UK
macroeconomic objectives.

(20)

 

(Total for question = 60 marks)

 

 

Q9.           

Read extracts A and B before answering this question.

Hand car wash (HCW) firms in the UK

Extract A

What is the true human cost of your £5 hand car wash (HCW)?
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Extract B

Government intervention in the HCW industry
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(a)  Using the information provided, explain the market structure that best describes the hand
car wash (HCW) industry in the UK.

(5)

(b)  Examine two reasons why the demand for HCWs increases during a period when consumer
'incomes fail to keep up with inflation' (Extract A line 8).

(8)

(c)  Discuss the likely effects of changes in the level of migration on firms such as HCWs in the
UK. Use a labour market diagram and the information provided to support your answer.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic factors which determine the number of
firms in an industry. Refer to HCWs or another industry of your choice.

(25)

OR

(e)  Evaluate the microeconomic and macroeconomic effects of increased government
intervention in an industry. Refer to HCWs or another industry of your choice.
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(25)

 

(Total for question = 50 marks)

 

 

Q10.           

The UK economy

Figure 1: Unemployment – International Labour Organisation (ILO) and the claimant
count, millions, 2010–2016

Figure 2: Household savings*, 2010–2015
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Figure 3: UK average house prices, 2005–2016

Extract A

Soaring house prices
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Extract B

UK migration trends in the year ending June 2016

(a)  With reference to Figure 1, explain one reason why the claimant count and the ILO measure
of unemployment differ.

(4)

(b)  With reference to Extract A, assess the likely macroeconomic effects of an increase in house
prices. Use an aggregate demand and aggregate supply diagram in your answer.

(10)

(c)  With reference to the information provided, explain one likely factor, other than changes in
house prices, that could influence the level of savings of UK households.

(5)
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(d)  Explain two factors that might cause a rise in the value of the multiplier.

(6)

(e)  With reference to Extract B and Figure 1, discuss the likely impact of migration on
employment and unemployment in the UK.

(15)

EITHER

(f)  Evaluate government policies, apart from migration policies, that could be used to increase
the employment rate in the UK.

(20)

OR

(g)  Evaluate the likely impact of high inflation on the UK government's macroeconomic
objectives.

(20)

 

(Total for question = 60 marks)
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Questions
 

Q1.           

UK inflation and economic growth

Figure 1: UK inflation rate as measured by annual percentage changes in the
Consumer Price Index (CPI), January 2014 to January 2018

Figure 2: Selected changes to the CPI basket of goods and services, 2017

Figure 3: UK exports, £ billions per month, January 2014 to January 2018
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Figure 4: Annual percentage change in real Gross Domestic Product (GDP), 2014-2017

Extract A

Rising inflation
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Extract B

Economic growth and living standards

(a)  With reference to the first paragraph of Extract A and Figure 1, explain how the change in
the exchange rate of the pound has 'contributed to rising inflation' (Extract A, line 4).

(4)

(b)  With reference to Extract A, explain two likely economic effects of the higher rate of UK
inflation.
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(6)

(c)  With reference to the last paragraph of Extract A and Figure 2, explain one reason why it is
necessary to regularly update the CPI basket of goods and services.

(5)

(d)  With reference to Figure 3, assess the likely impact of the change in the value of exports,
since mid-2016, on the economic growth of the UK. Use an aggregate demand and aggregate
supply diagram in your answer.

(10)

(e)  With reference to Figure 4, Extract B and your own knowledge, discuss the limitations of
using GDP data to compare living standards between the UK and developing countries.

(15)

EITHER

(f)  Evaluate the use of interest rate changes as a means of controlling UK inflation.

(20)

OR

(g)  Evaluate the potential conflicts between the objective of economic growth and two other UK
macroeconomic objectives.

(20)

 

(Total for question = 60 marks)

 

 

Q2.           

Branded coffee shops

Figure 1: Market share of UK branded coffee shops, 2015, percentages
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Figure 2: Number of Starbucks coffee shops worldwide, 2003–2016

Figure 3: Price comparison in selected London coffee retailers, February 2017

Extract A
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Starbucks in Britain – a loss-making business?

Extract B

Tax on disposable coffee cups?
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Extract C

German city of Freiburg takes action on cutting the use of disposable coffee cups

(a)  With reference to Figure 1, briefly explain the market structure that best describes the UK
branded coffee shop market.

(5)

(b)  With reference to Figure 3 and other information provided, discuss the price and non-price
strategies that Starbucks may use to increase profitability.

(12)

(c)  Examine the advantages of using an indirect tax as a means of reducing the use of
disposable coffee cups.

(8)
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EITHER

(d)  Evaluate the microeconomic and macroeconomic factors that may influence Starbucks'
decision whether to expand in a particular country.

(25)

OR

(e)  With reference to the information provided and your own knowledge, evaluate the
microeconomic and macroeconomic effects of increased UK demand for coffee at branded coffee
shops.

(25)

 

(Total for question = 50 marks)

 

 

Q3.           

Read Figures 1 and 2 and the following extracts (A to C) before answering this
question.

UK Government spending and inequality
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(a)  Using a Lorenz curve diagram, explain how income inequality is measured using the Gini
coefficient. Refer to Extract A in your answer.

(5)

(b)  With reference to Figure 1 and Extract A, examine two likely causes of income inequality
within the UK.

(8)

(c)  With reference to Figure 2, assess whether an increase in real income improves subjective
happiness within the UK.

(10)

(d)  With reference to Extract C and your own knowledge, discuss methods the UK government
could use to increase tax revenue.

(12)

(e)  With reference to Extract B, discuss the benefits of an increase in infrastructure spending on
the UK economy. Use an aggregate demand and aggregate supply diagram to support your
answer.

(15)

 

(Total for question = 50 marks)

 

 

Q4.           
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UK incomes, inflation and monetary policy

Figure 1 – UK average weekly household real income

Figure 2 – UK inflation rate as measured by percentage changes in the Consumer
Price Index (CPI)

Extract A

Britons should not fear rise in interest rates
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Extract B

Deflation is bad news

(a)  With reference to Figure 1, explain the term 'real income'.

(4)

(b)  Assess the likely impact of falling real incomes on UK consumers.

(10)

(c)  With reference to Extract A, explain the likely effect of a rise in the value of the pound on
aggregate demand.
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(5)

(d)  With reference to the data, explain two likely reasons for the UK's falling inflation rate.

(6)

(e)  With reference to Extracts A and B and your own knowledge, discuss whether the MPC
should be concerned about the risk of deflation in the UK economy.

(15)

Answer EITHER

(f)  Evaluate whether the MPC has been successful in controlling the UK's inflation rate since
2011.

(20)

OR

(g)  Evaluate demand-side policy responses to the Global Financial Crisis of 2008.

(20)

 

(Total for question = 60 marks)

 

 

Q5.           
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(a)  With reference to Figure 1, explain what has happened to real annual business investment
since 2008.

(4)

(b)  With reference to Figure 2, explain the likely effect of an appreciation of the British pound
(£) against the US dollar ($) on the volume of UK imports from, and UK exports to, the USA.

(5)
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(c)  With reference to Extract A, explain two reasons why consumer spending rose in 2013.

(6)

(d)  Assess the importance of interest rates in determining the level of business investment in
the UK.

(10)

(e)  Discuss the likely impact of both a lack of new investment and an appreciation of the British

S T E M U P . C O . U K
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pound (£) on 'inflationary pressures' in the UK (Extract A line 36).

(15)

EITHER

(f)  Evaluate whether the UK government should focus on achieving economic growth as its key
macroeconomic objective.

(20)

OR

(g)  Evaluate the use of monetary policy to achieve the UK's macroeconomic objectives.

(20)

 

(Total for question = 60 marks)

 

 

Q6.           

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

Answer the question with a cross in the box you think is correct . If you change your
mind about an answer, put a line through the box  and then mark your new answer
with a cross .

British pound to US dollar exchange rate (value of one pound in dollars), June 2017 to June 2019.
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(a)  Which one of the following has been the overall change in the British pound to US dollar
exchange rate from 1st January 2018 to 1st January 2019?

(1)

   A    Appreciation

   B    Depreciation

   C    Devaluation

   D    Revaluation

(b)  Explain the likely impact of the change in the exchange rate of the pound shown in the
graph from 1st January 2018 to 1st January 2019 on the UK current account of the balance of
payments.

(4)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 5 marks)
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Q7.           

UK economic recovery

Figure 1: Components of aggregate demand in selected countries 2014

Figure 2: Nominal GDP per capita at Purchasing Power Parities (PPPs)

(the base year 2000=100)

Extract A

The UK economy – a strange recovery
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(a)  With reference to Figure 1, explain the term 'net trade'.

(4)

(b)  With reference to the information provided and your own knowledge, assess the likely
causes of the UK's trade deficit.

(10)

(c)  With reference to Extract A, paragraph 2, explain one likely influence on UK investment.

(5)

(d)  With reference to Figure 2 and Extract A, explain two likely reasons why the growth of the
UK's nominal GDP per capita at PPPs was slower than that of Germany after 2010.

(6)

(e)  Evaluate policies the government could use to increase the UK's productivity.

(15)
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EITHER

(f)  Evaluate the benefits of economic growth to the UK given that 'a number of concerns remain'
in the UK economy (Extract A, line 7).

(20)

OR

(g)  Evaluate the view that another recession is 'inevitable' in the UK (Extract A, line 24).

(20)

 

(Total for question = 60 marks)

 

 

Q8.           

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

UK unemployment rate as a % of all those economically active, seasonally adjusted,
from 2008 to 2018

(a)  With reference to the chart above, explain one likely economic effect of the change in the
UK unemployment rate between 2012 and 2018.

(3)

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

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

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

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

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

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

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

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

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

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

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

(b)  Which one of the following policies is most likely to reduce the unemployment rate in the
UK?

(1)

   A    A decrease in direct taxes on company profits

   B    A decrease in quantitative easing

   C    An increase in government payments to the unemployed

   D    An increase in the UK base interest rate

 

(Total for question = 4 marks)

 

 

Q9.           

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

Answer the question with a cross in the box you think is correct . If you change your
mind about an answer, put a line through the box  and then mark your new answer
with a cross .

Number of unemployed persons, UK, as measured by the claimant count, thousands
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(a)  Calculate the percentage change in the number of UK unemployed persons between April
and July 2018.

You are advised to show your working.

(2)

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

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

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

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

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

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

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

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

(b)  Explain one likely reason for the increase in the number of people unemployed in the UK
over the time period shown.

(2)

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

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

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

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

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

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

S T E M U P . C O . U K

https://stemup.co.uk


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

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

(c)  Which one of the following types of unemployment is most likely to be caused by a
technological change in an industry?

(1)

   A    Cyclical

   B    Real wage

   C    Seasonal

   D    Structural

 

(Total for question = 5 marks)

 

 

Q10.           

The unemployment rate in Portugal decreased steadily from 17.5% in the first quarter of 2013 to
13.1% in the third quarter of 2014.

(a)  One possible cause of this change in the unemployment rate is that over this period there
was an increase in:

(1)

A   immigration into Portugal

B   aggregate demand in Portugal

C   the size of Portugal's negative output gap

D   the value of Portugal's trade deficit

 

(b)  Explain the likely effect of this change in the unemployment rate on Portugal's budget
deficit.

(4)

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 5 marks)
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Questions
 

Q1.           

Real GDP in selected economies (the base year 2008=100)

(a)  Which one of the following can be inferred from the chart?

(1)

   A   The UK's real GDP is smaller in 2014 than it was in 2008

   B   Between 2008 and 2014 France's real GDP growth rate was higher than Italy's

   C   Between 2008 and 2014 inflation was lower in France than in the UK

   D   France experienced a greater fall in real GDP than the UK in 2014

(b)  Define the term 'real GDP'.

(2)

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

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

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

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

(c)  Illustrate a negative output gap on the diagram below.

(1)
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(Total for question = 4 marks)

 

 

Q2.           

The table below shows GDP per capita at purchasing power parities (PPPs) for a selection of
European countries in 2013.

(a)  Define the term 'purchasing power parities'.

(2)

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

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

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

.............................................................................................................................................
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(b)  The Office for National Statistics estimates that the UK population was 64 million in 2013.
Using the data, what was the UK's total GDP in 2013?

(1)

   A    $2 464 000 million

   B    $2 272 000 million

   C    $1 662 000 million

   D    $2 112 000 million

(c)  Diagram A shows the aggregate demand and aggregate supply for a country. Illustrate
actual economic growth on Diagram A.

(1)

 

(Total for question = 4 marks)

 

 

Q3.           

Read Figures 1 to 4 and extracts C and D before answering this question.

The German economy

Figure 1: German government budget balance, percentage of GDP, 2010 to 2019
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Figure 2: German national debt, percentage of GDP, 2010 to 2019

Figure 3: Annual percentage change in real GDP, Germany and average of developed
economies, 2005 to 2021 (forecasted data for 2020 and 2021)

Figure 4: Unemployment rate in Germany, percentage of labour force, 2005 to 2020
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(2020 figure is forecasted)

Extract C

Why Germany keeps to budget rules despite a slowdown in growth
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Extract D

Germany drops to number 7 in the Global Competitiveness Index

(a)  Explain one reason why a country such as Germany wants to avoid an increase in the
national debt relative to GDP (Figure 2).

(5)

(b)  Examine two likely effects of the forecast change in the rate of unemployment between
2019 to 2020, on firms in Germany. Refer to Figure 4 in your answer.

(8)

(c)  Discuss the likely impact of investment in new technology on the profitability of firms in
Germany, as described in Extract C line 20. Use a cost and revenue diagram to support your
answer.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic factors which are likely to determine the
rate of economic growth in Germany relative to other developed economies.

(25)

OR

(e)  Evaluate the microeconomic and macroeconomic impacts of 'a much more expansionary
fiscal policy' (Extract C line 23) on the German economy.

(25)

 

(Total for question = 50 marks)

 

 

Q4.           

UK Consumer Prices Index (the base year 2005=100)
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(a)  Calculate the percentage change in the UK Consumer Prices Index from September 2014 to
September 2015. You are advised to show your working.

(2)

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

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

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

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

(b)  Define the term 'deflation'.

(1)

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

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

(c)  Which one of the following is most likely to be a cause of deflation? A fall in:

(1)

   A    oil prices

   B    unemployment

   C    income tax rates

   D    interest rates

 

(Total for question = 4 marks)

 

 

Q5.           

Mozambique

Figure 2: Interest rates (bank rate of the central bank) and inflation rates of selected
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African countries, 2017

Extract D

Rising debt levels in Africa

Extract E

Mozambique's economic stability is being put to the test
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Extract F

Microfinance in Mozambique

Figure 3: The cost of microfinance loans in Mozambique, 2015
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(a)  With reference to Extract D line 21, explain why 'opportunity cost' is a problem for
governments of developing countries when servicing debt.

(5)

(b)  Examine two reasons, apart from access to finance, why 90% of the manufacturing sector in
Mozambique 'is made up of small enterprises' (Extract E, line 9).

(8)

(c)  Discuss whether borrowers benefit from microfinance. Make reference to Mozambique in
your answer.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic factors, apart from access to credit and
banking, influencing growth and development in Mozambique.

(25)

OR

(e)  Evaluate the likely microeconomic and macroeconomic effects of relatively high inflation
rates in many African countries.
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(25)

 

(Total for question = 50 marks)

 

 

Q6.           

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

Use the data to support your answers where relevant. You may annotate and include
diagrams in your answers.

The table below shows the UK's nominal Gross Domestic Product (GDP) and population, 2016 to
2018.

(a)  Define the term 'nominal'.

(1)

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

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

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

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

(b)  Using the above GDP data, which one of the following represents the index number for
2016, if 2017 is the base year?

(1)

   A    96.8

   B    98.1

   C    101.9
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   D    103.3

(c)  Calculate the UK's nominal GDP per capita in 2018. You are advised to show your working.

(2)

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

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

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

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

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

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

 

(Total for question = 4 marks)

 

 

Q7.           

The British pound fell by over 10% to a 30-year low against the US dollar after the UK voted to
leave the European Union.

To what extent will this depreciation impact on future economic growth in the UK?

 

(Total for question = 25 marks)

 

 

Q8.           

The UK economy

Figure 1: Unemployment – International Labour Organisation (ILO) and the claimant
count, millions, 2010–2016
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Figure 2: Household savings*, 2010–2015

Figure 3: UK average house prices, 2005–2016
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Extract A

Soaring house prices

Extract B

UK migration trends in the year ending June 2016
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(a)  With reference to Figure 1, explain one reason why the claimant count and the ILO measure
of unemployment differ.

(4)

(b)  With reference to Extract A, assess the likely macroeconomic effects of an increase in house
prices. Use an aggregate demand and aggregate supply diagram in your answer.

(10)

(c)  With reference to the information provided, explain one likely factor, other than changes in
house prices, that could influence the level of savings of UK households.

(5)

(d)  Explain two factors that might cause a rise in the value of the multiplier.

(6)

(e)  With reference to Extract B and Figure 1, discuss the likely impact of migration on
employment and unemployment in the UK.

(15)

EITHER

(f)  Evaluate government policies, apart from migration policies, that could be used to increase
the employment rate in the UK.

(20)

OR

(g)  Evaluate the likely impact of high inflation on the UK government's macroeconomic
objectives.

(20)

 

(Total for question = 60 marks)
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Q9.           

Read extracts A and B before answering this question.

Hand car wash (HCW) firms in the UK

Extract A

What is the true human cost of your £5 hand car wash (HCW)?
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Extract B

Government intervention in the HCW industry

(a)  Using the information provided, explain the market structure that best describes the hand
car wash (HCW) industry in the UK.

(5)

(b)  Examine two reasons why the demand for HCWs increases during a period when consumer
'incomes fail to keep up with inflation' (Extract A line 8).

(8)

(c)  Discuss the likely effects of changes in the level of migration on firms such as HCWs in the
UK. Use a labour market diagram and the information provided to support your answer.

(12)

EITHER

(d)  Evaluate the microeconomic and macroeconomic factors which determine the number of
firms in an industry. Refer to HCWs or another industry of your choice.

(25)

OR
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(e)  Evaluate the microeconomic and macroeconomic effects of increased government
intervention in an industry. Refer to HCWs or another industry of your choice.

(25)

 

(Total for question = 50 marks)

 

 

Q10.           

The chart below shows the annual percentage change in average weekly nominal earnings and
the inflation rate in the UK as measured by changes in the CPI from March 2004 to March 2014.

(a)  Which one of the following can be inferred from the chart?

(1)

A   Throughout the period shown, average weekly nominal earnings have risen.

B    From March 2004 to March 2008, average weekly real earnings were falling.

C    Throughout the period shown, average weekly real earnings have risen.

D    From April 2010 to December 2013, average weekly real earnings were falling.
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(b)  Explain the likely effect of a decrease in average weekly real earnings on the equilibrium
level of real national output in the UK. Include an aggregate demand and aggregate supply
diagram in your answer.

(4)

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

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

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

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

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

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

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

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

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

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

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

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

 

(Total for question = 5 marks)
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