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(a) Define:
(i) economic growth (line 3)

.............................................................................................................................. [2]
(i) balance of trade in goods (line 5).
.............................................................................................................................. [2]
(b) (i) Whatis meant by cost-push inflation?
.............................................................................................................................. [2]
(ii) What is meant by demand-pull inflation?
.............................................................................................................................. [2]
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(ili) From the information provided, comment on whether Italy was experiencing cost- ”

push or demand-pull inflation in 2005.
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(i) Explain two fiscal policy measures a government could use to reduce
unemployment.
LIPSO PPRPPPPPRRN
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(d) If a country’s aggregate demand curve was moving in the direction shown in Fig. 1,
explain why its central bank might lower its rate of interest.
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(e) Italian producers are facing increased competition from firms in China. Explain two ”

possible ways in which Italian consumers may benefit from that increased competition.
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*(f) Discuss the economic consequences of unemployment.
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If you use the following lined pages or additional sheets to complete an answer to any question, ”

the question number must be clearly shown.
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