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Answer all questions.

1 Fig. 1 shows the annual rate of economic growth in the UK between 2003 and 2008.

 Economic growth is measured as growth of real Gross Domestic Product (GDP).

Fig. 1
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 (a) Using Fig. 1, circle the year which had:

  (i) the fastest rate of economic growth;

    2004       2005       2006       2007 [1]

  (ii) the slowest rate of economic growth;

    2004       2005       2006       2007 [1]
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 (b) Explain the difference between GDP and GDP per capita.

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

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

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

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

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

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

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

 .............................................................................................................................................. [4]

 (c) Would the benefits of economic growth to the UK economy exceed the costs? Give reasons 
for your answer.

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

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

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

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

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

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

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

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

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

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

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

 .............................................................................................................................................. [6]
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 (d) (i) State two policies which the government could use to achieve economic growth.

Policy 1  ..............................................................................................................................

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

  (ii) Discuss how successful these policies might be in achieving economic growth.

Policy 1  ..............................................................................................................................

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

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

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

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

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

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

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

Policy 2  ..............................................................................................................................

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

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

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

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

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

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

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

 [Total: 20]
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2 Fig. 2 is a brief article about inflation in the African country of Zimbabwe in 2008.

Fig. 2

Inflation in Zimbabwe

In 2008, inflation rates in Zimbabwe reached 1 000 000 % per 
year. The government printed more high value banknotes, 
including a Z$5 billion note (5 billion Zimbabwe dollars). 
A Z$10 million banknote was not enough to buy one banana.

 (a) Using Fig. 2 to illustrate your answer, explain what is meant by the rate of inflation.

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

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

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

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

 (b) Identify and explain two causes of inflation.

Cause 1  ....................................................................................................................................

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

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

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

Cause 2  ....................................................................................................................................

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

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

 .............................................................................................................................................. [4]
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 (c) In the UK, the government sets a target rate of inflation of 2% per year. Explain how the UK 
government tries to achieve this low rate of inflation.

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

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

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

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

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

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

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

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

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

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

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

 .............................................................................................................................................. [6]
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 (d) Discuss whether a high rate of inflation is a problem for an economy.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

 [Total: 20]
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3 Fig. 3 is a flow chart which shows some effects of a large manufacturing firm closing down.

Fig. 3

A large
manufacturing firm
closes down in the

Midlands

Supplier firms
lose custom

Workers lose their
jobs

Some workers
are laid off

Incomes fall

Consumer spending
falls

 (a) Circle two types of unemployment which result from a manufacturing firm closing down.

    Regional     Seasonal     Structural     Technological [2]

 (b) Explain how the closure of a large manufacturing firm in the Midlands will lead to problems for 
the local community.

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

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

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

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

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

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

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

 .............................................................................................................................................. [4]
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 (c) Explain how the effects shown in Fig. 3 will change government spending and tax revenue.

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

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

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

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

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

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

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

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

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

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

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

 .............................................................................................................................................. [6]
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 (d) Explain two policies which the UK government could use to reduce unemployment, and 
discuss how effective you think each policy might be in achieving this objective.

Policy 1  .....................................................................................................................................

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

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

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

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

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

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

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

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

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

Policy 2  .....................................................................................................................................

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

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

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

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

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

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

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

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

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

 [Total: 20]
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Additional answer space. If you use this space, please make sure you number your answers carefully.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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