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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.

At the end of the examination, fasten all your work securely together.
The number of marks is given in brackets [  ] at the end of each question or part question.
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Section A

Answer this question.

1 The Current Account of Swaziland’s Balance of Payments

Swaziland is a small, landlocked economy in southern Africa. The Swazi currency is the lilangeni 
(plural emalangeni) and the currency is pegged to the South African rand at a fixed rate of one to 
one. The country has faced changing international conditions in recent years, as is shown in its 
current account statistics.

Table 1  Swaziland’s current account components, selected years, millions emalangeni

2003 2005 2007

Balance on goods     957.9 –1641.3 –1910.1

Balance on services –1090.2   –765.0   –367.6

Net income   –317.4   1133.8     449.3

Net current transfers   1136.4     619.8   1366.6

The Central Bank of Swaziland’s report on the 2007 export performance identified the following. 

  • Exports grew by 8.4% with a positive performance by some manufacturing companies. 
  •  Successful exports included sugar, sugar-based products, soft drink concentrates, wood 

pulp and timber products, textiles and garments, citrus and canned fruits and meat 
products. 

  • Global demand and rising export prices led to increased export revenue.

Export performance was helped by the depreciation of the domestic currency against the US$ and 
the currencies of other trading partners outside of the Southern African Customs Union (SACU) 
and Common Monetary Area (CMA), of which Swaziland is a member. In addition, exports of 
meat and meat products to the European Union (EU) resumed in 2007 after the EU lifted its ban 
on Swaziland’s beef exports. This ban was originally imposed because of Swaziland’s failure to 
comply with the required quality standards.

 (a) In Swaziland’s current account between 2003 and 2007,

  (i) which component showed a continuous improvement, and

  (ii) which component showed a continuous worsening? [2]

 (b) How did the current account balance change between 2003 and 2007? [3]

 (c) (i) What is comparative advantage? [2]

  (ii) In the light of the Central Bank of Swaziland’s report what might be concluded about the 
nature of Swaziland’s comparative advantage and the factors on which it is based? [4]

 (d) Explain the conditions necessary for the depreciation of a country’s currency to increase its 
export revenue. [3]

 (e) Discuss the case for and against the use of tariffs by Swaziland to retaliate when the EU 
banned imports of Swaziland’s beef. [6]
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Section B

Answer one question.

2 (a) Explain how microeconomic and macroeconomic issues may be represented using production 
possibility curves. [8]

 (b) Discuss whether money or the division of labour is likely to have contributed more to economic 
progress. [12]

3 (a) With reference to the relevant type of elasticity of demand, explain the terms

  (i) inferior good, and

  (ii) complementary good. [8]

 (b) Discuss the importance of price in the effective operation of a mixed economy. [12]

4 (a) Explain why it is important to have an accurate measure of inflation. [8]

 (b) Discuss the methods and problems involved in constructing an accurate measure of the rate 
of inflation. [12]

PMT



4

9708/21/O/N/10© UCLES 2010

BLANK PAGE

Copyright Acknowledgements:

Question 1 © Annual Report 2007/2008; Data from the Balance of Payments and Trade commentary; Central Bank of Swaziland.

Permission to reproduce items where third-party owned material protected by copyright is included has been sought and cleared where possible. Every reasonable 
effort has been made by the publisher (UCLES) to trace copyright holders, but if any items requiring clearance have unwittingly been included, the publisher will 
be pleased to make amends at the earliest possible opportunity.

University of Cambridge International Examinations 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 he University of Cambridge.

PMT




