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Which combination of characteristics would be found in a less developed economy?26

tertiary sector
population
growth

literacy rates

smallhighhighA

smallhighlowB

largelowhighC

largelowlowD

What is a likely benefit of increased national specialisation?27

It guarantees a balance of trade in goods and services surplus.A

It increases dependency on other economies.B

It lengthens international supply chains.C

It reduces the cost of living.D

What is not a likely benefit of free trade?28

consumers should experience lower pricesA

consumers should have a greater choice of goodsB

firms could be protected from foreign competitionC

firms could take advantage of economies of scaleD

Which combination of changes would definitely raise the price of the Pakistani rupee on the foreign
exchange market?

29

Pakistan’s demand
for imports

demand for
Pakistan’s exports

decreasedecreaseA

increasedecreaseB

decreaseincreaseC

increaseincreaseD
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5 Finland is a high-income country that usually has a higher value of exports than imports. It has a 
strong commercial banking sector which has increased its lending in recent years. The country has 
an ageing population, with more than a quarter of its population aged over 65. In 2022, Finland’s 
Government had a budget deficit with government spending exceeding tax revenue.

 (a) Identify a difference between an export and an import. [2]

 (b) Explain why commercial banks may increase their lending. [4]

 (c) Analyse how an ageing population may affect a country’s economic growth rate. [6]

 (d) Discuss whether supply-side policy measures will reduce a government’s budget deficit. [8]
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What might encourage international specialisation between countries?27

free tradeA

inefficiencies in productionB

labour immobilityC

tariffsD

A government wishes to stop the dumping of a specific imported good at a very low price.

Which method of protection would be most effective?

28

apply an embargo to this goodA

devalue the currencyB

increase interest ratesC

provide subsidies to home producers of this goodD

The price of the US dollar in terms of other currencies is set by the forces of demand and supply.

To what does this statement refer?

29

an alternative method of trade protectionA

the determination of the exchange rate in a fixed exchange rate systemB

the determination of the exchange rate in a floating exchange rate systemC

the increasing globalisation of international tradeD
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27 What is an advantage to a firm of specialisation at a national level?

dependency on supplies from other countriesA

greater competition from overseas firmsB

greater depletion of the country’s natural resourcesC

lower average costs due to economies of scaleD

What is an intended outcome of protecting infant industries from free trade?28

to decrease the competitiveness of domestic firmsA

to decrease the demand for exported goodsB

to increase employment in domestic firmsC

to increase the supply of imported goodsD

In the diagram, curves D1 and S1 relate to the demand and supply of the US dollar ($) against 
the Chinese yuan.

29

O

price of $
(in yuan)

quantity

P1

S1

D1
D2

P2

What is most likely to cause the demand curve for US dollars to shift from D1 to D2?

a fall in Chinese interest ratesA

a fall in US interest ratesB

a faster growth rate in the US economyC

a reduction in the US government budget deficitD
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