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(a) Define the term ‘budget deficit’ (line 22).

(b) “Countries with smaller populations have a better economic performance than those
with larger populations.” Assess whether the data in Fig. 1 supports this view.
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(ii) State and explain two reasons why a country’s imports may decline. ”
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(ii) Using an aggregate demand and aggregate supply diagram, explain why an vee

increase in aggregate demand may have no impact on the real GDP of an economy.
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(e) (i) State one injection into the circular flow and one leakage from the circular flow. *
= 1 o PPN
=== Vo = PP POPPPPR
............................................................................................................................. [2]
(ii) What evidence is there in the passage of the multiplier effect?
............................................................................................................................. [2]
(f) Comment on the likely impact on investment of a reduction in corporation tax.
..................................................................................................................................... [7]
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*(g) Discuss the economic effects of a reduction in unemployment. ”
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If you use the following lined pages or additional sheets to complete an answer to any question, *

the question number must be clearly shown.
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