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Answer all questions.

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

1 Use Figs. 1 and 2 in answering the following questions.

 (a) Name one country which uses the euro as its currency.

 ............................................................................................................................................  [1]

 (b) Tick two statements, which are true of free trade.

Statements Tick

All goods are traded for no cost

No tariffs are imposed on goods 
and services

There are no import quotas 
imposed on goods and services 

There are no costs for labour

[2]

 (c) Using Fig. 2, compare economic growth in the Euro area with that in China between 1998 and 
2008.

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

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

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

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

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

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

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

 ............................................................................................................................................  [4]
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2 Use Fig. 3 in answering the following questions.

 (a) Describe the changes in China’s current account on the balance of payments between 1998 
and 2008.

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

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

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

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

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

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

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

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

 (b) Explain what is meant by ‘an export’.

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

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

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

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

 (c) The current account on the balance of payments shows how much countries trade with each 
other. Identify and explain two reasons why countries trade with each other.

Reason:  ....................................................................................................................................

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

Explanation:  ..............................................................................................................................

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

Reason:  ....................................................................................................................................

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

Explanation:  ..............................................................................................................................

 ............................................................................................................................................  [4]
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3 Use Figs. 4, 5 and 6 in answering the following questions.

 (a) (i) State the value of EU exports of transport equipment to China.

 ....................................................................................................................................  [1]

  (ii) Calculate the balance of trade in clothing. Show your working.

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

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

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

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

 (b) Explain how a quota reduces imports.

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

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

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

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

 (c) Other than a quota, explain one method by which a country could reduce imports.

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

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

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

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

 (d) Using Fig. 6, explain one reason why European manufacturers might not be able to compete 
with cheaper imports from China.

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

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

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

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

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

 ............................................................................................................................................  [3]
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 (e) Fig. 6 states that countries specialise in what they are best at producing. Why is this? Give 
reasons for your answer.

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

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

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

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

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

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

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

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

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

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

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

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

4 Use Fig. 7 in answering the following questions.

 (a) Using an example, explain what is meant by an ‘exchange rate’.

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

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

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

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

 (b) Explain how exchange rates are determined.

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

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

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

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

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

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

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

 ............................................................................................................................................  [4]
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 (c) Explain what has happened to the value of the pound against the euro between 2007 and 
2008.

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

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

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

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

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

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

 (d) How will the change in the exchange rate between 2000 and 2008 have affected the 
international competitiveness of UK trade with the rest of the EU? Give reasons for your 
answer.

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

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

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

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

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

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

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

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

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

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

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

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

 (e) Other than the exchange rate, state two factors that might influence the competitiveness of 
UK exports.

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

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

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

 ............................................................................................................................................  [2]
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5 Use Fig. 8 in answering the following questions.

 (a) Compare the changes in UK inflation with that of the Euro area between 2002 and 2008.

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

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

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

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

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

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

 (b) Explain what is meant by ‘inflation’.

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

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

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

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

 (c) The UK imports a large quantity of goods from China. Explain how the rate of inflation in 
China between 2006 and 2008 may affect the UK economy.

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

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

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

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

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

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

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

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

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

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

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

 ............................................................................................................................................  [6]
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6 Use Figs. 9 and 10 in answering the following questions.

 (a) (i) In which year was investment highest as a percentage of GDP in the UK?

 ....................................................................................................................................  [1]

  (ii) What percentage of GDP was investment in that year?

 ....................................................................................................................................  [1]

 (b) Explain how the changes in investment between 2003 and 2007 may have affected productivity 
in the UK.

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

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

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

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

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

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

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

 ............................................................................................................................................  [4]
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7 Fig. 3 shows that the UK had a deficit on the current account on the balance of payments between 
1998 and 2008. Using the information in the case study and your own knowledge of economics, 
discuss the factors which may have caused this deficit.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

[Paper Total: 80]
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Additional pages. If you use this space, please number your answers carefully.
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If OCR has unwittingly failed to correctly acknowledge or clear any third-party content in this assessment material, OCR will be happy to correct its mistake at the earliest possible 
opportunity.

For queries or further information please contact the Copyright Team, First Floor, 9 Hills Road, Cambridge CB2 1GE. 

OCR is part of the Cambridge Assessment Group; Cambridge Assessment is the brand name of University of Cambridge Local Examinations Syndicate (UCLES), which is itself a 
department of the University of Cambridge.
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