* V99861 Y2LY9x

UNIVERSITY OF CAMBRIDGE INTERNATIONAL EXAMINATIONS
General Certificate of Education
Advanced Subsidiary Level and Advanced Level

ECONOMICS 9708/21
Paper 2 Data Response and Essay (Core) May/June 2009
1 hour 30 minutes

Additional Materials: Answer Booklet/Paper

READ THESE INSTRUCTIONS FIRST

If you have been given an Answer Booklet, follow the instructions on the front cover of the Booklet.
Write your Centre number, candidate number and name on all the work you hand in.

Write in dark blue or black pen.

You may use a soft pencil for any diagrams, graphs or rough working.

Do not use staples, paper clips, highlighters, glue or correction fluid.

Section A
Answer this question.
Brief answers only are required.

Section B
Answer any one question.

You may answer with reference to your own economy or other economies that you have studied where
relevant to the question.
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Section A

Answer this question.

The importance of copper production in Chile

Chile is a major producer and exporter of copper. For Chile, copper is a vital export and makes a
major contribution to its trade. The Central Bank of Chile forecast a visible trade surplus of

Us$17

billion for 2006, two thirds higher than in 2005. Changes in world copper prices in 2006, a

year of global growth, were an important influence on Chile’s trade performance. However, one
problem that Chile faced in 2006 was a strike for higher wages and better conditions at
Escondida, the world’s largest copper mine, where 8 % of world copper was mined.

Figure
prices.

1 shows the contribution of copper to Chile’s export revenue and changes in world copper

Fig. 1: Chile’s export revenue and world copper prices, 2000-2006
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(@) (i) Compare the price of copper in the middle of 2003 and the middle of 2006. [2]
(ii) Explain one change in demand and one change in supply that might have caused this
movement in the price of copper. [4]
(b) (i) Calculate Chile’s approximate visible trade balance in 2005. [2]

(ii)

(c) (i)

(i)
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What information in addition to that in Fig. 1 would be required to calculate Chile’s
current account balance in 20067 [4]

How did the importance of copper as part of Chile’s exports change between 2002 and
20057 [2]

Discuss whether it is desirable for a country to specialise in the production and export of
a single good. [6]
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Section B

Answer one question.

2 (a) Aneconomy can produce agricultural and industrial goods. Explain the possible effects on its
production possibility curve if there is an increase in the productivity of its agricultural
workers. [8]

(b) Discuss whether a market economy can solve the problem of scarcity more effectively than a
command economy. [12]

3 (a) Explain, with the aid of a diagram, how consumer surplus will be affected by the introduction
of an indirect tax. [8]

(b) Discuss the advantages and disadvantages of using indirect taxes to deal with the negative
externalities associated with some products. [12]

4 (a) Explain why there can be problems for an economy if the internal value of its money is
unstable. [8]

(b) Discuss whether it is possible to construct a consumer price index that is an accurate
measure of changes in the cost of living for all households. [12]
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