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T u r n  o v er

M o n d a y 1 9  M a y 2 0 2 5  –  M o r n i n g
A S  L ev el  E c o n o m i c s
H 0 6 0 / 0 2  M acroeconom ics    
 T i m e a l l o w ed :  1  h o u r  3 0  m i n u t es

Y o u  c a n  u s e:
•  a scientif ic or grap hical  cal cu l ator

I N S T R U C T I O N S
•  U se b l ack ink.  Y ou  can u se an HB  p encil ,  b u t onl y f or grap hs and diagram s.
•  W rite yo u r answer to each q u estion in the sp ace p rovi ded.  Y ou  can u se extra p ap er if  

yo u  need to,  b u t yo u  m u st cl earl y show yo u r candidate nu m b er,  the centre nu m b er and 
the q u estion nu m b ers.

•  A nswer a l l  the q u estions in S ections A  and B  and o n e q u estion in S ection C .

I N F O R M A T I O N
•  T he total  m ark f or this p ap er is 6 0 .
•  T he m arks f or each q u estion are shown in b racke ts [  ] .
•  Q u al ity of  extended resp onse wil l  b e assessed in q u estions m arke d with an asterisk ( * ) .
•  T his docu m ent has 1 6  p ages.

A D V I C E
•  R ead each q u estion caref u l l y b ef ore yo u  start yo u r answer.
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S ec t i o n  A

W rite yo u r answer to each q u estion in the b ox p rovi ded.

1  W hat m ight cau se a f al l  in u nem p l oym ent?

A  A n increase in the m inim u m  wage
B  A n increase in the rate of  incom e tax
C  A n increase in the worki ng p op u l ation
D  A n increase in u nem p l oym ent b enef its

Y ou r answer [ 1 ]

2  W hich target is set f or the B ank of  E ngl and?

A   E xchange rate
B  I nf l ation
C   I nterest rate
D   N ational  deb t

Y ou r answer [ 1 ]

3  I n which sector does an insu rance com p any op erate?

A   P rim ary
B   Q u aternary
C   S econdary
D   T ertiary

Y ou r answer [ 1 ]

4  W hat is m eant b y the gove rnm ent b u dget?

A   B al ance b etween gove rnm ent receip ts and exp enditu re
B   D ecisions m ade b y the gov ernm ent ab ou t exp enditu re and receip ts
C   G ove rnm ent exp enditu re is greater than gove rnm ent receip ts
D   G ove rnm ent receip ts are greater than gove rnm ent exp enditu re

Y ou r answer [ 1 ]
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5  T he tab l e shows the b al ance of  p aym ents p osition f or f ou r cou ntries.

C u r r en t  a c c o u n t  
( £ b n )

F i n a n c i a l  a n d  c a p i t a l  
a c c o u n t s  ( £ b n )

C ou ntry A – 45 8 7 – 45 8 7

C ou ntry B – 15 48 + 15 48

C ou ntry C – 249 7 + 126 7

C ou ntry D – 6 47 2 – 7 16 3

W hich cou ntry has a su stainab l e b al ance of  p aym ents p osition?

A   C ou ntry A
B   C ou ntry B
C   C ou ntry C
D   C ou ntry D

Y ou r answer [ 1 ]

6  T he tab l e shows the p ercentage change in real  G D P  du ring the ye ar ending Q u arter 1 2022.

C h a n g e i n  r ea l  
G D P  ( % )

U K 10. 6

U S A  3. 7

Ja p an  0. 6

G erm any  3. 5

F rance  4. 8

E u rozo ne  5 . 5

G 7  4. 0

O E C D  4. 6

W hich statem ent is tru e?

A   E u rozo ne G D P  growth was 4. 9 % p ercentage p oints l ower than Ja p an
B   F rance was the f astest growing econom y
C   T he U K ’ s G D P  growth was 5 . 8  p ercentage p oints higher than F rance
D   T he U S A  had the l owest G D P  growth

Y ou r answer [ 1 ]
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7  W hat wou l d cau se the l ong ru n aggregate su p p l y  cu rve  to shif t to the right?

A   D ecrease in em p l oym ent l eve l s
B   D ecrease in p rodu ctivi ty
C   I ncrease in inve stm ent
D   I ncrease in wages

Y ou r answer [ 1 ]

8  W hat is the def inition of  f u l l  em p l oym ent?

A   A l l  those of  worki ng age are work ing at the going wage rate
B   A l l  those wil l ing and ab l e to work can f ind a j ob  at the going wage rate
C   S om e of  those ab l e to work are not accep ting a j ob  at the going wage rate
D   S om e of  those wil l ing to work are not ab l e to f ind a j ob  at the going wage rate

Y ou r answer [ 1 ]

9  T he diagram  shows trade as a p ercentage of  G D P  f or sel ected cou ntries.
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W hat is the change in trade as a p ercentage of  G D P  f or C hina f rom  19 8 0 to 2020?

A   A p p roxim atel y a f ive  tim es increase
B   A p p roxim atel y a f ou r tim es increase
C   A p p roxim atel y a three tim es increase
D   A p p roxim atel y a two tim es increase

Y ou r answer [ 1 ]
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1 0  C r o w d i n g  o u t  o ccu r s w h e n :

A   i n cr e a s e d  g o v e r n m e n t  sp e n d i n g  l e a d s t o  l e ss p r i va t e  se ct o r  a ct i vi t y
B   i n cr e a s e d  i m p o r t s l e a d  t o  a n  i n cr e a se  i n  t h e  e xch a n g e  r a t e
C   i n cr e a s e d  i n co m e  t a x r a t e s l e a d  t o  l e ss g o ve r n m e n t  t a x r e ve n u e
D   i n cr e a s e d  i n t e r e st  r a t e s ca u se s h o u s e h o l d  b o r r o w i n g  t o  f a l l

Y o u r  a n sw e r  [ 1 ]

1 1  T h e  d i a g r a m  sh o w s t h e  a n n u a l  ch a n g e  i n  G D P  i n  t h e  U K .
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W h i ch  st a t e m e n t  a b o u t  t h e  d i a g r a m  i s co r r e ct ?

A   A n n u a l  e co n o m i c g r o w t h  w a s h i g h e st  i n  2020
B   A n n u a l  e co n o m i c g r o w t h  w a s l o w e st  i n  2018
C   A n n u a l  e co n o m i c g r o w t h  w a s n e g a t i ve  b e t w e e n  2018 a n d  2019
D   A n n u a l  e co n o m i c g r o w t h  w a s p o si t i ve  b e t w e e n  2021 a n d  2022

Y o u r  a n sw e r  [ 1 ]

1 2  W h i ch  p o l i c y i s l i ke l y t o  i n cl u d e  a n  i n cr e a se  i n  t h e  m o n e y su p p l y?

A   C o n t r a ct i o n a r y f i sca l  p o l i cy
B   C o n t r a ct i o n a r y m o n e t a r y p o l i cy
C   E xp a n si o n a r y f i sca l  p o l i cy
D   E xp a n si o n a r y m o n e t a r y p o l i cy

Y o u r  a n sw e r  [ 1 ]
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1 3  T h e  d i a g r a m  sh o w s t h e  t r a d e  ba l a nce  i n g o o d s a nd  se r vi ce s f o r  t h e  U K .
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W h a t  ca n be  co ncl u d e d  a bo u t  t h e  t r a d e  ba l a nce ?

A   T h e r e  w a s a  t r a d e  d e f i ci t  f o r  t h e  e nt i r e  p e r i o d
B   T h e r e  w a s a  t r a d e  su r p l u s f o r  t h e  e nt i r e  p e r i o d
C   T h e r e  w a s a  t r a d e  su r p l u s f o r  2020
D   T h e r e  w a s a  t r a d e  su r p l u s f o r  2021

Y o u r  a nsw e r  [ 1 ]

1 4  T h e  S t e r l i ng  e xch a ng e  r a t e  d o e s n o t  h a ve  a n i nf l u e nce  o n:

A   e xp o r t s f r o m  t h e  U K
B   i m p o r t s i nt o  t h e  U K
C   i nco m e  o f  co nsu m e r s o ve r se a s
D   p u r ch a si ng  p o w e r  o f  co nsu m e r s o ve r se a s

Y o u r  a nsw e r  [ 1 ]
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1 5  T h e  d i a g r a m  sh o w s t h e  p r o p o r t i o n o f  h o u se h o l d  i nco m e  p a i d  i n t a xe s.
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W h a t  ca n be  co ncl u d e d  f r o m  t h e  d i a g r a m  a bo u t  t h e  i m p a ct  o f  t a xe s o n h o u se h o l d s?

A   H o u se h o l d s e xp e r i e nc e  a  p r o g r e ssi ve  e f f e ct  f r o m  i nd i r e ct  t a xe s
B   T h e  l o w e st  e a r ni ng  20%  o f  h o u se h o l d s p a y t h e  h i g h e st  p r o p o r t i o n o f  t h e i r  i nco m e  i n t a xe s
C   T h e  l o w e st  e a r ni ng  20%  o f  h o u se h o l d s p a y t h e  m o st  i nd i r e ct  t a xe s
D   T h e  t o t a l  t a x p a i d  by a  h o u se h o l d  i s p r o p o r t i o na l  t o  i t s  i nco m e

Y o u r  a nsw e r  [ 1 ]

T u r n  o v er  f o r  S ec t i o n  B
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S ec t i o n  B

U K i n f l a t i o n  r a t e i n c r ea s es  f u r t h er  a s  s a l a d  a n d  v eg et a b l es  p u s h  u p  p r i c es

U K  i nf l a t i o n r o se  i n F e br u a r y 2023 d u e  t o  f o o d  p r i ce s i ncr e a si ng  a t  t h e i r  h i g h e st  r a t e  f o r  
45  ye a r s.  C P I  i nf l a t i o n h a s i ncr e a se d  si g ni f i ca nt l y si nce  F e br u a r y 2021,  w h e n t h e  r a t e  o f  
i nf l a t i o n w a s cl o se  t o  ze r o .

F o o d  i nf l a t i o n w a s u p  18 . 2%  i n F e br u a r y 2023,  co m p a r e d  t o  F e br u a r y 2022,  w i t h  sa l a d  a nd  
ve g e t a bl e  sh o r t a g e s d r i vi ng  t h e  l a t e st  r i se s  i n p r i ce s f o r  cu st o m e r s.  T o m a t o e s,  p e p p e r s,  a nd  
cu cu m be r s h a ve  be e n so m e  o f  t h e  g o o d s i n sh o r t  su p p l y ,  l a r g e l y d u e  t o  e xt r e m e  w e a t h e r  
i n S p a i n a nd  N o r t h  A f r i ca  a f f e ct i ng  h a r ve st s.  I n t h e  w i nt e r ,  U K  su p e r m a r k e t s i m p o r t  a  l o t  o f  
p r o d u ce  f r o m  a br o a d  a s i t  i s ch e a p e r  t h a n bu yi ng  f r o m  U K  f a r m e r s.

T h e  U K  a nd  o t h e r  no r t h e r n E u r o p e a n co u nt r i e s – p a r t i cu l a r l y t h e  N e t h e r l a nd s w h i ch  i s a  bi g  
ve g e t a bl e  p r o d u ce r  – h a ve  r e d u ce d  h o w  m a ny cr o p s t h e y h a ve  p l a nt e d  o ve r  t h e  w i nt e r  o r  h a ve  
a vo i d e d  p r o d u ci ng  ce r t a i n f o o d s,  d u e  t o  r i si ng  p r o d u ct i o n co st s.  T h i s w a s p a r t l y d u e  t o  l a r g e  
i ncr e a se s i n t h e  co st  o f  e ne r g y r e q u i r e d  t o  l i g h t  a nd  h e a t  g r e e nh o u se s,  a s w e l l  a s h i g h e r  co st s 
f o r  t h e  f e r t i l i se r  u se d  o n p l a nt s.

M o st  f a r m e r s a nd  su p p l i e r s h a ve  sa i d  t h e  U K ’ s e xi t  f r o m  t h e  E U  i s no t  t h e  r e a so n f o r  t h e  
U K ’ s e m p t y su p e r m a r ke t  sh e l ve s.  H o w e ve r ,  m a ny a ckn o w l e d g e  t h a t  B r e x i t  a nd  t h e  C O V I D  
p a nd e m i c h a ve  i ncr e a se d  co st s f o r  g r o w e r s,  m o st l y a s a  r e su l t  o f  h a vi ng  t o  p a y h i g h e r  w a g e s 
t o  w o r ke r s d u e  t o  l a bo u r  sh o r t a g e s.  D u r i ng  t h e  p a nd e m i c,  a l l  m a j o r  e co no m i e s sa w  t h e i r  
w o r kf o r ce  d e cl i ne .  B u t  w h i l e  m o st  d e ve l o p e d  e co no m i e s h a ve  si nce  r e co ve r e d ,  t h e  U K  st i l l  
h a s a bo u t  400 000 m o r e  p e o p l e  no t  w o r ki ng  t h a n i n D e ce m be r  2019 .  R e a so ns i ncl u d e  yo u ng  
p e o p l e  o p t i ng  t o  st u d y r a t h e r  t h a n w o r k,  o l d e r  p e o p l e  r e t i r i ng  e a r l y ,  a nd  m o r e  p e o p l e  be i ng  o f f  
w o r k d u e  t o  l o ng - t e r m  si ckn e ss.  T h e  sh o r t a g e  o f  w o r k e r s i n t h e  U K  h a s a l so  l e d  t o  e m p l o ye r s 
h a vi ng  t o  p a y m o r e  t o  r e t a i n st a f f .  M a ny su p e r m a r ke t s h a ve  g i ve n st a f f  se ve r a l  p a y r i se s a s 
t h e y st r u g g l e  t o  f i nd  w o r ke r s.

U ni o ns sa y w a g e s sh o u l d  r e f l e ct  t h e  co st  o f  l i vi ng  a nd  m a ny w o r ke r s,  m a i nl y i n t h e  p u bl i c 
se ct o r ,  h a ve  be e n st r i ki ng  o ve r  p a y .  H o w e ve r ,  t h e  g o v e r nm e nt  a r g u e s l a r g e  p a y r i se s co u l d  
p u sh  i nf l a t i o n h i g h e r  be ca u se  co m p a ni e s w i l l  h a ve  t o  i ncr e a se  p r i ce s a s a  r e su l t .

S o m e  i m p o r t e r s a r g u e  t h e  a d d i t i o na l  co st s a nd  bu r e a u cr a cy cr e a t e d  by B r e xi t  h a ve  p u t  t h e  U K  
a t  t h e  ba ck o f  t h e  q u e u e  f o r  su p p l i e s f r o m  E u r o p e a n p r o d u ce r s w h e n cr o p s a r e  i n sh o r t  su p p l y .  
I t  h a s a l so  l e d  t o  so m e  d e l a ys a t  t h e  U K  bo r d e r  – a  p a r t i cu l a r  i ssu e  w i t h  i m p o r t s o f  p e r i sh a bl e  
p r o d u ce .

S o m e  o r g a ni sa t i o ns h a ve  su g g e st e d  p e o p l e  sh o u l d  st o p  e a t i ng  a s m u ch  i m p o r t e d  f o o d  a nd  
sh o u l d  be  e a t i ng  m o r e  se a so na l  p r o d u ce  w h i l e  su p p o r t i ng  U K  f a r m e r s.  A  l o t  o f  p e o p l e  co u l d  be  
e a t i ng  t u r ni p s i n t h e  w i nt e r  m o nt h s r a t h e r  t h a n e a t i ng  l e t t u ce  a nd  t o m a t o e s.  H o w e ve r ,  f a r m e r s 
a r g u e  t h e y h a ve  h a d  no  su p p o r t  f r o m  t h e  G o ve r nm e nt  t o  h e l p  w i t h  r i si ng  co st s.

R i si ng  f o o d  p r i ce s h a ve  a l so  p u sh e d  u p  i nf l a t i o n i n o t h e r  co u nt r i e s.

A d a p t e d  f r o m :  T h e  G u a r d i a n a nd  B B C  N e w s M a r ch  2023.
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F i g .  1
I n f l a t i o n  i n  s el ec t ed  c o u n t r i es  J a n  2 0 2 2 – J a n  2 0 2 3

F i g .  2
W a g e i n c r ea s es  a n d  C P I  i n  t h e U K J a n  2 0 2 0 – J a n  2 0 2 3

© Michael Race, Why is inflation higher in UK than other countries?, 20 December 2023, www.bbc.co.uk, BBC. Item removed due to third party copyright restrictions. Link to material - https://www.bbc.com/news/business-65037292

© UK inflation rate: How quickly are prices rising?, 14 January 2011, www.bbc.co.uk, BBC. Item removed due to third party copyright restrictions. Link to material - https://www.bbc.com/news/business-12196322
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1 6  
( a )  U si ng  F i g .  1 ,  d e scr i be  t h e  d i f f e r e nce  i n t h e  i nf l a t i o n r a t e  be t w e e n t h e  U K  a nd  U S A  i n 

Ja nu a r y 2023.
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( b )
( i )  U si ng  F i g .  2 ,  e xp l a i n h o w  r e a l  w a g e s c h a ng e d  f o r  w o r ke r s i n t h e  p r i va t e  se ct o r  i n Ja nu a r y 2023.
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