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Answer all parts of this question in the accompanying answer booklet.

Boosting Economic Growth

Ta ble 1: The estimated impact of policy changes on economic growth in
three countries in 2002

Adapted from ‘There are a few good cards left to win economy gain’ by Stephen King, 16/12/02.
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An extract of text has been removed due to third party copyright restrictions

Details: An extract of text about boosting economic growth

A table has been removed due to third party copyright restrictions

Details: A table showing the estimated impact of policy changes on 
economic growth in the USA, Japan and the UK in 2002
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(a) Define the following terms:

(i) aggregate demand (lines 2–3); [2]

(ii) unemployment (line 6). [2]

(b) (i) Identify one of the three ways of measuring Gross Domestic Product (GDP). [1]

(ii) Identify, from the passage, two ways of increasing GDP. [2]

(iii) With reference to Table 1, discuss the extent to which the bold policy changes (line 10)
have been effective in raising the rate of economic growth. [6]

(c) One reason why interest rates were cut in the USA was to reduce unemployment.

(i) Explain two economic costs of unemployment. [4]

(ii) With the aid of a diagram, analyse the effects of a cut in interest rates on an economy.
[10]

(d) Explain two policy measures a government could use to reduce a current account deficit on
the balance of payments. [6]

*(e) Discuss the effectiveness of supply-side policies in reducing unemployment. [12]
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