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4. (a) A principal factor determining the wages to be paid to a worker is the Marginal Revenue Productivity
of Labour (MRP).

(i) Explain what is meant by the underlined term.

(ii) Discuss the factors, other than MRP, which influence the wage rates paid to different categories of
workers. (30 marks)

(b) How appropriate is MRP for setting wages in the public sector? Explain your answer. (20 marks)

(c) At present, the demand for labour exceeds the supply of labour in certain sectors of the Irish Economy.
Discuss the possible economic effects which this situation may have on the Irish economy. (25 marks)

[75 marks]

5. (a) Define clearly any THREE of the following terms:

(i) Invisible Exports;

(ii) Tariffs;

(iii) Balance of Payments on Current Account;

(iv) Balance of Payments on Capital Account. (25 marks)

(b) Irish exports have been steadily rising in recent years. Discuss how this development affects each of the
following:

(i) the level of Irish imports;

(ii) the amount of borrowing by the Irish government. (25 marks)

(c) Discuss the possible effects on the Irish economy of the EURO declining in value relative to other
international currencies. (25 marks)

[75 marks]

6. (a) For a composite (weighted) price index covering the three types of expenditure given in the following
table, calculate the index for the current year. The base year value is 100. Show your workings.

(20 marks)

(b) Does the Consumer Price Index (CPI) accurately measure changes in the cost of living in Ireland?
Explain your answer. (30 marks)

(c) Over the past year the rate of inflation, as measured by the CPI, has fluctuated. Discuss the effects of this
development on the Irish economy. (25 marks)

[75 marks]

Page 3 of 4

Category % of Income Prices of Item(s) Price of Item(s)
spent on Item(s) in base year in current year.

£ £
Food 35 8.50 12.75
Clothing & Footwear 15 37.503 45.00
Other Items 50 20.003 35.00

1000

Mr	  Traynor©	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  St.	  Michaels	  College

5



Answers	  (Short	  Ques?ons)

1.

3 | P a g e

!"#$%&'()(*+,,(-./012(

+3 State 456/ steps involved in constructing a Consumer Price Index (CPI). 

             Step 1: Determine the commodities to be included in the index. 
                               What the average Irish family buys frequently and in large quantities (National Average Family Shopping Basket). 

             Step 2: Determine prices in the base year.
             Step 3: Calculate a Simple Price Index (SPI) for each commodity.
             Step 4: Determine the weight to be attached to each commodity. 
             Step 5: Multiply the SPI for each commodity by its ‘weight’ and add to derive the CPI.

7(859:;1(<(7(-./01(=.>?(@(+A(-./01(

B3( Define a mixed economy. State ;C5 examples of economic activity which supports the view that 

Ireland is a mixed economy. 

Definition: An economy that incorporates elements of both central planning (government 
involvement) and private enterprise in its economic system. 

$C5("<.-8D=1E(

+3 "<91;=:>=(54(!5>9.D(F./;:=/1?98(
Allows for the involvement of the government and other social partners in setting and 
achieving targets, over a specified period of time.

B3 "<91;=:>=(54(1=-9G1;.;=(H5I9=1(.:I(8/9J.;=(=:;=/8/91=
Both producing goods and supplying services in areas like transport, energy and 
communications.   

K3 L5J=/:-=:;(M=8./;-=:;1(N(O=P6D.;5/1(
Regulate economic activities through their actions e.g. the financial services regulator. 

73 Q=P91D.;95:(8.11=I(HR(L5J=/:-=:;(
Controls the activities of individuals / firms, such as the various labour laws  
e.g. Minimum Wage Law / Planning Laws / Companies Acts etc. 

(S3((T1=(54(;.<.;95:(N(P5J=/:-=:;(=<8=:I9;6/=(
The use of fiscal policy by the government affects economic activity and can alter
market outcomes. 

+A(-./01(*+BU72(

2.

4 | P a g e

!" Ireland has a mixed economy.  What do you understand by the underlined term? State #$% economic
advantage, and #$% economic disadvantage of this economic system. 

&'()*$*+,#$-

An economy that incorporates elements of both central planning (government 
involvement) and private enterprise in its economic system. 

./0*$+*1%-

Benefit from efficiency encouraged by free enterprise with regulation from central 
government. 
Entrepreneurial talent is encouraged.
Ensures a fairer distribution of wealth within the country. 
Regulation by the government is essential to limit possible abuses of the market. 
Provision of essential services may be provided by government. 

2,3*/0*$+*1%-

The government may be forced to financially support unsuccessful enterprises in the 
short-term which will cost the public in the long-term. 
A large public sector and private sector may be politically divisive which could affect 
how economic problems are solved.  
State intervention may results in higher taxes / bureaucracy /inefficiencies. 

&'()*$*+,#$-4546*783"4#$%4*/0*$+*1%494:46*7834*$/4#$%4/,3*/0*$+*1%494:46*7834
4 4 4 4 4 4 4 4 4 4 4 4 444444444444444;<=46*783>4

:" Define cost-push inflation.  Identify +?#4sources of this form of inflation in the Irish economy.  
2%@,$,+,#$-

Any increase in the general level of prices due to an increase in the costs of 
production/costs of inputs faced by the producer. 

A#B7C%3-

Increased wage demands due to minimum wage or social partnership agreements. 
Indirect taxes imposed on business such as VAT and excise duties on goods. 
Increased prices for raw materials e.g. oil. 
Increased costs of production e.g. utility charges; costs of rent; insurances etc. 

2%@,$,+,#$-4546*783"4+?#43#B7C%3494:46*7834%*CD"4

;<=46*783>43.
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"6!! D3&!,%:!(0!8*/*.*)3*.2!/%12*.%,!1&$91.)!EFGHIJ!8(&)!.($!%'',56!
K6!! L1&&!$1%8&!$%;&)!',%-&6!
M6!! D3&!-(/',&$&!/(+*,*$5!(0!,%+(91<0%-$(1)!(0!'1(89-$*(.!&=*)$)6!
N6!!O,$&1.%$*@&!&/',(5/&.$!*)!%@%*,%+,&6!
P6!!O.!&Q9%,!8*)$1*+9$*(.!(0!+&.&0*$)!(--91)6!

!
+I!A./01!=/.:#:2!

!
C2! R(.)9/&1)!+95!NS!9.*$)!(0!%!'1(89-$!:3&.!$3&!'1*-&!*)!TC6NS6!U3&.!$3&!'1*-&!*)!1&89-&8!$(!TC!$3&!

-(.)9/&1!!!+95)!VS!9.*$)6!!W)*.2!%.!%''1('1*%$&!0(1/9,%?!-%,-9,%$&!$3&!-(.)9/&1)X!A>G6!
!!!!!!!!!!!!#3(:!5(91!:(1;*.2)!%.8!&=',%*.!5(91!%.):&16!
!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!MS!!!!!=!!!!!C6NS!Y!C6SS!!!Z"6NS[!!!!!!!!!!!!!\!!!!!!! !Q!+2EC!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!! !S6NS!!!!!!!!!!!!!NS!Y!VS!!!!!!!!CMS!
!

O!A./01!=/.:#:2!
!
!!!!!!!!!!A>G!*)!&,%)$*-6!!!!!U35]!!^&-%9)&!$3&!A>G!*)!21&%$&1!$3%.!C6!!!!
!!!!!!!!!!_(1/%,!2((86!!!!!!U35]!!D3&!A>G!*)!.&2%$*@&6!!!!!!!!!!!!!!!!!!!!!!!!!!
!

I!A./01!=/.:#:2!
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4.

! "

!
"#!!!$!%&'()*+,!-'!+.)-/-0,-)*!0)1(!23!%)4(!&5!%&55++!67!89!+6%:!6';!23!4:&'+!%6,;(!67!8<!+6%:#!=:+!*6,>-'6/!!
!!!!!!!)7-/-71!&5!7:+!%)4(!&5!%&55++!-(!?!)7-/(#!!@:67!-(!7:+!*6,>-'6/!)7-/-71!&5!4:&'+!%6,;(A!!B:&C!1&),!C&,D-'>(#!!!!!!!!!!!!!!!!!!!!

!

E6,>-'6/!F7-/-71!&5!%&55++!!G!!E6,>-'6/!F7-/-71!&5!H:&'+!I6,;(

H,-%+!&5!I&55++!!!!!!!!!!!!!!!!!!!!!!H,-%+!&5!H:&'+!I6,;(!

!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!#!!!!$!!!%&'(!!!!!!!(&!!!!!!!!%&'(!G!!!!)#!*+,-.!!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!89!!!!!!!!!!!8<!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
!!!!!!!!

)/!0123.!4215657!!!
!

!

##!!JK4/6-'!C:67!-(!*+6'7!01!7:+!7+,*!H)0/-%!B+%7&,!L&,,&C-'>!M+.)-,+*+'7#!
!

!!!!!N-'6'%-'>!7:+!JK%:+.)+,!L&,,&C-'>!M+.)-,+*+'7!6';!B+*-O!B767+!0&;-+(!6';!P&%6/!!

!!!!!$)7:&,-71!0&,,&C-'>.  
 

)/!0123.!4215657!!
 
/#!!!N&,!6!%&*4&(-7+!QC+->:7+;R!4,-%+!-';+K!%&S+,-'>!7:+!7:,++!714+(!&5!+K4+';-7),+!>-S+'!-'!7:+!5&//&C-'>!760/+T!!
!!!!!!!%6/%)/67+!7:+!4,-%+!-';+K!5&,!7:+!%),,+'7!1+6,#!=:+!06(+!1+6,!-(!233#!!
!

!!!!!(1+64829! :!
,;<806!
.=6;+!8;!
,+60>.?!

'2,<6.!8@!!
,+60>.?!
A1.6!B612!

'2,<6.!8@!
,+60>.?!
(*226;+!
B612!

(1-<*-1+,8;!8@!!
C,0=-6!'2,<6!D;56E!

!

!

!F6,4G+! H6.*-+

! ! 8! 8! ! ! !

N&&;! "3U! 23#33! 22#?3! 22#?3!V!233!!!G!22?#33!

!!!!!!23#33!

V!!"3U!! "W#?!

I/&7:-'>!X!

N&&7C+6,!

93U! W3#33! "<#33! "<#33!K!233!!!G!!!Y3#33!

!!!!!!W3#33!

V!!93U!! 2Z#3!

[7:+,!\7+*(! ?3U! 93#33! 99#33! 99#33!K!233!!!G!223#33!

!!!!!93#33!

V!!?3U!! ??#3!

! 233U! ! H,-%+!\';+K!5&,!7:+!

I),,+'7!]+6,! !
23^#?

!

)I!0123.!4215657!
!

I7!!!!!!_@:+'!6!5-,*!4,&;)%+(!67!6!/+S+/!&5!&)74)7!67!C:-%:!*6,>-'6/!%&(7!-(!>,+67+,!7:6'!*6,>-'6/!,+S+')+!7:+!5-,*!!
!!!!!!!!!!!!-(!*6K-*-(-'>!4,&5-7!Q&,!*-'-*-(-'>!/&((+(R`#!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!=,)+!a!J1-.6!
!!!!!!!!!!!!QH/6%+!6!%-,%/+!6,&)';!1&),!%:&-%+!6';!C,-7+!6!&'+O(+'7+'%+!+K4/6'67-&'!&5!1&),!6'(C+,R!

!

N6/(+#!=:+!+K7,6!%&(7!&5!4,&;)%-'>!5),7:+,!)'-7(!&5!&)74)7!-(!>,+67+,!7:6'!7:+!+K7,6!,+S+')+!

>+'+,67+;!7:+,+5&,+!7:+!5-,*!%&)/;!-'%,+6(+!-7(!4,&5-7(!01!4,&;)%-'>!/+((!&)74)7#!=:+!-'%,+6(+;!

&)74)7!6;;(!*&,+!7&!%&(7!7:6'!7&!,+S+')+(!+6,'+;#!H,&5-7(!6,+!*6K-*-(+;!C:+,+!EIGEM#!

!!!!!!

)I!0123.!4215657!
!

5.
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Answers	  (Long	  Ques?ons)

2008
 

32 

!"#$ %&'()$*'+',-.($-/0-&'-.*-1$2.$'.*&-2(-$'.$+)-$&2+-$34$0&'*-$'.452+'3.$16&'.7$899:;$$$$$$$$$$$$$$$$$$$!89$<2&=(#$
$

!'#$ >/052'.$+)-$6.1-&5'.-1$+-&<$
$

?&'*-$%.452+'3.$'($1-4'.-1$2($2$(6(+2'.-1$'.*&-2(-$'.$+)-$7-.-&25$5-@-5$34$0&'*-(;$
$

!"#$%&%'()&*+*,%-./0**
*

!''# $$$$A'(*6(($+)-$-*3.3<'*$-44-*+($34$+)'($1-@-530<-.+$3.$+)-$%&'()$-*3.3<B;$
$

10*2)34-*/'%&5%-5*)6*$(7(&8*
C-*26(-$34$+)-$)'7)-&$*3(+$34$5'@'.7D$0-305-$)2@-$&-16*-1$06&*)2('.7$03E-&$E)'*)$*26(-($2$&-16*+'3.$'.$+)-'&$
(+2.12&1$34$5'@'.7;$
$
90*:&;-4%/45*3%84*54,%&5/*
F3&=-&(D$-/0-&'-.*'.7$2$&-16*+'3.$'.$+)-'&$(+2.12&1$34$5'@'.7D$E'55$+&B$+3$.-73+'2+-$E27-$'.*&-2(-($+3$*3<0-.(2+-$
43&$+)-$)'7)-&$*3(+$34$5'@'.7;$
$
<0*2)//*)6*;),#4'('(74&4//*
%4$'.452+'3.$'($)'7)-&$'.$%&-52.1$+)2.$+)2+$34$36&$+&21'.7$02&+.-&($'+$E'55$&-(65+$'.$2$53(($34$*3<0-+'+'@-.-(($'.$36&$
-/03&+($2"&321$03(('"5B$53E-&'.7$36&$-/03&+(;$$
$
+0*2)//*)6*4,#$)=,4&'**
><053B-&(D$42*-1$E'+)$'.*&-2(-1$E27-$1-<2.1($2.1$2$03(('"5-$53(($34$-/03&+($<2B$"-$43&*-1$+3$&-16*-$*3(+($
2.1$+)-&-"B$&-16*-$+)-$.6<"-&($-<053B-1;$
$
>0*?)74-&,4&'*@(&%&;4/*
F'+)$)'7)-&$0&'*-($+)-$73@-&.<-.+$<2B$*355-*+$'.*&-2(-1$'.1'&-*+$+2/$&-@-.6-(;$
$
A0*B%7(&8/*5(/;)C-%845DE)&/C,#'()&*!&;)C-%845*
%4$+)-$'.452+'3.$&2+-$'($7&-2+-&$+)2.$+)-$!.3<'.25#$&2+-($34$'.+-&-(+$344-&-1$3.$(2@'.7(D$+)-$&-25$&2+-$34$'.+-&-(+$
2@2'52"5-$+3$(2@-&($4255($+)-&-"B$1'(*36&27'.7$(2@'.7(;$
 

F0*G)--)3(&8*4&;)C-%845*
%4$+)-$'.452+'3.$&2+-$'.*&-2(-($+)-$&-25$&2+-$34$'.+-&-(+$*)2&7-1$3.$"3&&3E'.7($4255($2.1$(3$+)-$*3(+$34$&-02B<-.+($
4255(;$G)'($<2=-($"3&&3E'.7$<3&-$2++&2*+'@-;$
$
H0*:&;-4%/45*5(/#%-('=*I4'344&*5(664-4&'*/4;')-/*)6*'J4*#)#C$%'()&0*
F)'5-$+)3(-$2+$E3&=$<2B$(--=$2$E27-$'.*&-2(-$+3$*3<0-.(2+-$43&$+)-$1&30$'.$+)-'&$5'@'.7$(+2.12&1(D$+)3(-$3.$
4'/-1$'.*3<-($<6(+$E2'+$43&$+)-$73@-&.<-.+$+3$1-*'1-$+3$21H6(+$+)-'&$02B<-.+(;$G)'($E'1-.($+)-$720$"-+E--.$
+)-(-$(-*+3&(;$$
$
K0*L-4//C-4*)&*/);(%$*#%-'&4-/J(#D*(&5C/'-(%$*-4$%'()&/*C&-4/'*
I255'.7$5'@'.7$(+2.12&1($+)&-2+-.($+)-$-/'(+-.*-$34$(3*'25$02&+.-&()'0$27&--<-.+($2.1$<2B$0&-@-.+$46+6&-$
27&--<-.+(;$
 

1M0*G%$%&;4*)6*L%=,4&'/*#-)I$4,/N$$
%4$+)-$@356<-$34$-/03&+($4255($2.1$+)-$@356<-$34$'<03&+($&'(-($+)-$C252.*-$34$?2B<-.+($03('+'3.$E'55$1-+-&'3&2+-;$
$
110*L-4//C-4*)&*'J4*!EGN$J'('.7$'.452+'3.$<2B$43&*-$+)-$>KC$+3$+2=-$*3&&-*+'@-$2*+'3.$+3$*3.+&35$'+;$
$
190*O&;4-'%(&'=N$J'('.7$'.452+'3.$&2+-($'.$%&-52.1$*&-2+-($6.*-&+2'.+B$43&$'.@-(+<-.+$1-*'('3.(;$
$$$$$$L2=-($"6('.-(($052..'.7$2.1$0&34'+$*25*652+'3.$1'44'*65+;$
$

+*#)(&'/*%'*+*,%-./*4%;J*8-%5450***
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33 

!"#$ %&'$($"&)*&+,-.$!/.,01-.2#$*',".$,32.4$"&5.',30$-1'..$"(-.0&',.+$&6$.4*.32,-7'.$0,5.3$,3$-1.$6&88&/,30$
-(98.:$"(8"78(-.$-1.$,32.4$6&'$-1.$"7''.3-$;.('<$=1.$9(+.$;.('$,+$>??<$$

$$$$$$$$$$$$!@1&/$(88$;&7'$/&'A,30+#<$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$!BC$)('A+#$
$
$
!"#$%&'() *'+,$-)&.)

/#$01-2)
3"-$)4$"')

!"5,65"#+&7)&.)8+095$)*'+,$)/7:$;);))<$+%=#)

$ D$ $
>&&:) ?@) ?ABC@);)D@@))))))))))E))))))))D??BC@)))));)))))A@F)))))E)))))))AGB@@)

))))))))?@)
!5&#=+7%)H)
>&&#I$"')

A?) A@B@@);)D@@))))))))))E)))))))))GCB?J))))));)))))?CF)))))E)))))))?JBK@)
))))))))A?))))))))))

L#=$')/#$0-) J@) JMB@@);)D@@))))))))))E))))))))D?@B@@)))));)))))JCF)))))E)))))))A?B@@)
)))))))))J@)

*'+,$)/7:$;).&')#=$)!6''$7#)($"'))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))))DDABK@)
$
$$
$ $

)
><$E(8"78(-,&3$&6$@FG$6&'$.("1$"(-.0&';H$$>C$6,07'.+$(-$>$)('A$.("1$$ $ I$$ DC)0"'N-)
B<$J3+/.'+H$$$$K$6,07'.+$(-$B$)('A+$.("1$$ $ $ $ $$$$$$ $ I$$$$ $$M)0"'N-$
K<$E&''."-$J3+/.'H$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$I$$$$$$$$$$$A)0"'N-)
$$$$=&-(8$L('A+$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$$I$$$$$$$$?C)0"'N-)

)
$
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2006

! "#

!

Q7   Consumer Price Index, Inflation and International Banking Organisations  
!
!

$%&!$'&!!!!!()%*!+,-.-/',!01+1!%2+!/%3+!-4!%!5-.10/+2!62',+!7.3+89!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!12 marks graded !!!!!!!!!!
!

:& Measures the Rate of Inflation;!
!!!!!!!!!!!!!5)%.<+1!'.!*)+!567!42-/!-.+!/-.*)!*-!*)+!.+8*!<'=+1!01!*)+!-44','%>!?2+=%'>'.<!2%*+!-4!'.4>%*'-.;!
!

"& Measures International Competitiveness.!
!!!!!!!!!!!!!@A!,-/?%2'.<!-02!'.4>%*'-.!2%*+!B'*)!*)%*!-4!-02!*2%3'.<!?%2*.+21!B+!,%.!3+*+2/'.+!B)+*)+2!-02!!
!!!!!!!!!!!!!!!!,-/?+*'*'=+.+11!-.!'.*+2.%*'-.%>!/%2C+*1!'1!'/?2-='.<!-2!3'1'/?2-='.<;!
!

D& Used in Partnership Agreements negotiations;!
!!!!!!!!!!!!!E2%3+!0.'-.1!01+!%.A!'.,2+%1+!'.!*)+!567!%1!*)+!F%1'1!4-2!*)+'2!B%<+!,>%'/!'.,2+%1+1;!
!

G& Indicator of economic performance;!
!!!!!!!!!!!!!E)+!567H!*-<+*)+2!B'*)!1*%*'1*',1!-.!+/?>-A/+.*H!+,-.-/',!<2-B*)H!+8,)+I0+2!2+*02.1!+*,;H!?2-='3+!%.!!
!!!!!!!!!!!!!!!!'.3',%*-2!-4!*)+!,-0.*2AJ1!+,-.-/',!?+24-2/%.,+;!
!

#& Indexation of savings / investments;!
!!!!!!!!!!!!!K-/+!1%='.<1!1,)+/+1!)%=+!L'.3+8M>'.C+3J!2+*02.1!/+%.'.<!*)%*!*)+!2%*+!-4!'.*+2+1*!B'>>!F+!+I0%>!*-!*)+!!
!!!!!!!!!!!!!!!!2%*+!-4!'.4>%*'-.;!7.3'='30%>1!B'*)!'.102%.,+!N!?+.1'-.!?->','+1!/%A!F+!%F>+!*-!'.,2+%1+!*)+'2!!
!!!!!!!!!!!!!!!!,-.*2'F0*'-.1!1-!%*!*-!/%'.*%'.!*)+!2+%>!=%>0+!-4!*)+1+!?->','+1;!
!

O& Used by government indexing tax bands / social welfare payments;!
!!!!!!!!!!!!!!!E)+!<-=+2./+.*!/%A!01+!'.,2+%1+1!'.!*)+!567!*-!'.3+8!*%8!F%.31!1-!*)%*!*%8?%A+21!%2+!.-*!?%A'.<!/-2+!!
!!!!!!!!!!!!!!!*%8;!K'/'>%2>AH!*)+!<-=+2./+.*!/%A!01+!'.,2+%1+1!'.!*)+!567!*-!'.,2+%1+!2%*+1!-4!1-,'%>!B+>4%2+!1-!%1!*-!!
!!!!!!!!!!!!!!!/%'.*%'.!*)+!1*%.3%23!-4!>'='.<!-4!*)+!2+,'?'+.*1;!!
!

 
 

!$''&!!!!!P8?>%'.!)-B!%!Consumer Price Index!'1!,-.1*20,*+3                                               13 marks graded!!!!
!!

1.  Based on the ‘National Average Family Shopping Basket’  !
E)-1+!'*+/1!B)',)!*)+!%=+2%<+!72'1)!4%/'>A!F0A1!42+I0+.*>A!%.3!'.!>%2<+!I0%.*'*'+1!%2+!'.,>03+3;!
!

2. Expenditure patterns divided into various categories          !
E)+!567!,-.*%'.1!=%2'-01!,%*+<-2'+1!-4!+8?+.3'*02+Q!4--3H!%>,-)->H!*-F%,,-H!,>-*)'.<!R!4--*B+%2H!40+>!R!
>'<)*H!)-01'.<H!302%F>+!%.3!.-.M302%F>+!)-01+)->3!<--31H!*2%.1?-2*H!1+2=',+1!%.3!/'1,+>>%.+-01!'*+/1!+*,;!
!

3. Calculation of ‘Weight’ (Household Budget Inquiry&!!!!!!!!!!!
E)+!B+'<)*!'1!*)+!42%,*'-.!-4!'.,-/+!B)',)!'1!1?+.*!-.!+%,)!,%*+<-2A!-4!+8?+.3'*02+!%.3!*)'1!'.4-2/%*'-.!'1!
-F*%'.+3!FA!/+%.1!-4!*)+!S-01+)->3!@03<+*!7.I0'2A!$2%.3-/!1%/?>+!-4!%>>!?2'=%*+!)-01+)->31!'.!*)+!1*%*+&;!!

!

4. Prices in Base Year determined                                              !
E)+!%=+2%<+!,-1*!-4!*)+!%F-=+!'*+/1!'1!*%C+.!*-!+I0%>!:TT;!
!

5. Prices in Current Year determined                                        !
E)+!,022+.*!?2',+1!-4!+%,)!'*+/!%2+!,->>+,*+3!42-/!%!4'8+3!?%.+>!-4!2+*%'>!%.3!1+2=',+!-0*>+*1!'.!=%2'-01!
>-,%*'-.1!*)2-0<)-0*!*)+!,-0.*2A;!

!
!

!
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! "#

!
!
$%&!!'()!)*+,+-.*!)//)*01!+,!0()!23.1(!)*+,+-4!+/!5!1.6,./.*5,0!.,*3)51)!.,!0()!5,,758!350)!+/!93.*)!.,/850.+,:!$";& !!!!!!!!!!!!!!
!
!

1. Lower standard of living 
<)*571)!+/!0()!(.6()3!*+10!+/!8.=.,6>!9)+98)!(5=)!3)?7*)?!973*(51.,6!9+@)3!@(.*(!*571)1!5!3)?7*0.+,!.,!
0().3!105,?53?!+/!8.=.,6:!
!

2. Increased wage demands 
A+3B)31>!17//)3.,6!/3+-!5!3)?7*0.+,!.,!0().3!105,?53?!+/!8.=.,6>!@.88!034!0+!,)6+0.50)!@56)!.,*3)51)1!0+!
*+-9),150)!/+3!0()!(.6()3!*+10!+/!8.=.,6:!
!

3. Loss of competitiveness 
2/!.,/850.+,!.1!(.6()3!.,!23)85,?!0(5,!@.0(!+73!035?.,6!9530,)31!.0!@.88!3)1780!.,!5!8+11!+/!*+-9)0.0.=),)11!/+3!
+73!)C9+301!5%3+5?:!!23.1(!)C9+301!-54!%)!93.*)?!+70!+/!/+3).6,!-53B)01:!!
!

4. Loss of employment  
D-98+4)31>!/5*)?!@.0(!.,*3)51)?!@56)!?)-5,?1!5,?!5!9+11.%8)!8+11!+/!)C9+301!-54!%)!/+3*)?!0+!3)?7*)!
*+101!5,?!3)?7*)!0()!,7-%)31!)-98+4)?:!
!

5. Government Finances 
A.0(!(.6()3!93.*)1!0()!6+=)3,-),0!-54!*+88)*0!.,*3)51)?!.,?.3)*0!05C!3)=),7)1:!
!

6. Savings discouraged 
2/!0()!.,/850.+,!350)!.1!63)50)3!0(5,!0()!$,+-.,58&!350)1!+/!.,0)3)10!+//)3)?!+,!15=.,61>!0()!3)58!350)!+/!.,0)3)10!
5=5.85%8)!0+!15=)31!/5881!0()3)%4!?.1*+7356.,6!15=.,61:!!E**7-7850)?!@)580(!.1!)3+?)?!%4!.,/850.+,:!
!

7. Borrowing encouraged. 
2/!0()!.,/850.+,!350)!.,*3)51)1!0()!3)58!350)!+/!.,0)3)10!*(536)?!+,!%+33+@.,61!/5881!5,?!1+!0()!*+10!+/!
3)954-),01!/5881:!'(.1!-5B)1!%+33+@.,6!-+3)!50035*0.=):!
!

8. Increased disparity between sectors of the population. 
A(.8)!0(+1)!50!@+3B!-54!1))B!5!@56)!.,*3)51)!0+!*+-9),150)!/+3!0()!?3+9!.,!8.=.,6!105,?53?1>!0(+1)!+,!
/.C)?!.,*+-)1!-710!@5.0!/+3!0()!6+=)3,-),0!0+!?)*.?)!0+!5?F710!0().3!954-),01:!'(.1!@.?),1!0()!659!
%)0@)),!0()1)!1)*0+31:!'()!9++3)3!1)*0.+,1!17//)3!-+10!@(),!.,/850.+,!.1!(.6(:!
!

9. Pressure on social partnership/ industrial relations unrest 
G588.,6!8.=.,6!105,?53?1!0(3)50),1!0()!)C.10),*)!+/!0()1)!563))-),01!5,?!-54!93)=),0!/7073)!563))-),01:!
!

10. Balance of Payments problems:!!
A.0(!/588.,6!=+87-)!+/!)C9+301!H!3.1.,6!=+87-)!+/!.-9+301!+73!<585,*)!I/!J54-),01!9+1.0.+,!?)0)3.+350)1:!!
DC9+301!%)*+-)!?)53)3!5,?!8)11!*+-9)0.0.=)!+,!/+3).6,!-53B)01>!@(.8)!.-9+301!%)*+-)!-+3)!*+-9)0.0.=)!
+,!0()!(+-)!-53B)0:!
!

11. Uncertainty:!!
K.1.,6!.,/850.+,!350)1!.,!23)85,?!*3)50)1!7,*)305.,04!/+3!.,=)10-),0!?)*.1.+,1:!!
20!-5B)1!%71.,)11!985,,.,6!5,?!93+/.0!*58*7850.+,!?.//.*780:!
!
!
!

Marking scheme: 25 marks: 5 points at 5 marks each graded.  
!
!
!
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2003

!
"#!$%&'()*&+*!
,-*!./*!%'!0%&*1!2(3*/!+(4(5*&/!+%&'()*&+*!4-64!4-*!*+%&%01!7(88!%9*:64*!*''*+4(3*81!
6&)!-*&+*!+%&/.0*:/!6&)!'(:0/!7(88!+%&4:(;.4*!4%!/%+(*41!6&)!;*!:*76:)*)#!
!
<#!=*06&)!06&62*0*&4!%'!4-*!*+%&%01!
>'!622:*264*!)*06&)!&**)/!4%!;*!;%%/4*)!4-*&!4-*!/.9981!%'!0%&*1!+%.8)!;*!:*86?*)!
7-(8*!6!:*).+4(%&!(&!622:*264*!)*06&)!061!:*@.(:*!6!4(2-4*&(&2!%'!4-*!0%&*1!/.9981#!
!

!"#$%&'()*+,-,.(/(01%&23(4(5(-"#$3(,"*+('#"6,67(
!!!!!!!!!!!!!!!!!!!!!
!!!
!
A;B!C?986(&!4-*!8(D*81!*+%&%0(+!*''*+4/!('E!F!
!!!!!!A(B!4-*!/.9981!%'!0%&*1!2:%7/!64!6!!"#$%&!:64*!4-6&!6!+%.&4:1G/!9:%).+4(%&!%'!
!!!!!!!!!!!2%%)/!6&)!/*:3(+*/H!
!!!!!A((B!4-*!/.9981!%'!0%&*1!2:%7/!64!6!#'()%&!:64*!4-6&!6!+%.&4:1G/!9:%).+4(%&!%'!!
!!!!!!!!!!2%%)/!6&)!/*:3(+*/H!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!AIJ!06:D/B!
!
!
*+,-*4-*!/.9981!%'!0%&*1!2:%7/!64!6*!"#$%&*:64*!4-6&!6!+%.&4:1K/*9:%).+4(%&!%'!!
!!!!!!2%%)/!6&)!/*:3(+*/#**************************************************************************89(-"#$3('#"6,6*
*
L#!>&'864(%&!F!9:(+*/!061!:(/*!;*+6./*!%'!(&/.''(+(*&4!/.9981M*?+*//!)*06&)#!!
I#!>09%:4/!!F!)*06&)!061!;*!0*4!;1!(&+:*6/*)!(09%:4/#!!!!!!!!!!!!!!!
N#!O63(&2/!F!4-*!(&/.''(+(*&4!/.9981!%'!2%%)/!061!'%:+*!9*%98*!4%!/63*#!!
P#!Q68.*!%'!+.::*&+1!(&!6!&%&F*.:%!5%&*!+%.&4:1!061!'688!;*+6./*!%'!*?+*//!/.9981#!
R#!S64*!%'!(&4*:*/4!T!.&)*:!U*1&*/G!V(@.()(41!W:*'*:*&+*!('!4-*!/.9981!%'!0%&*1!2:%7/!
!!!!4-*&!(&4*:*/4!:64*/!7(88!'688#!
*

:(01%&23(4(5(-"#$3(,"*+('#"6,6(
*
*
!A((B!4-*!/.9981!%'!0%&*1!2:%7/!64!6!#'()%&!:64*!4-6&!6!+%.&4:1G/!9:%).+4(%&!%'!!
!!!!!!2%%)/!6&)!/*:3(+*/#!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!89(-"#$3('#"6,6!!
!
L#!=*'864(%&!M!X%)*:64(%&!(&!9:(+*!8*3*8/!!F!9:(+*/!061!'688!;*+6./*!%'!*?+*//!/.9981#!!!!!!!!!!!!!!!!!
I#!Y688(&2!)*06&)! !)*+8(&(&2!*+%&%0(+!2:%74-! !9:%).+*:/!061!:64(%&68(5*Z!
!!!!8*6)(&2!4%!:(/(&2!.&*098%10*&4#!!
!

:(01%&23(4(5(-"#$3(,"*+('#"6,6(
!

L"!
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!
"#$!!"%$!&'()*%+!,-*.!%/!01*+.!23!.-1!.140!!"#$%!#&'()*#+&5!!!!!!!!!!!!!!!!!!!!!!!!"67!0*48/$!!!!

!!!!!!!!!!!"%%$!9*01!.-1!,)#&-#&.%/!:/1;!.<!01*/:41!(4%#1!%+=)*.%<+!%+!.-1!>4%/-!1#<+<035!
!!!!!"%%%$?:.)%+1!.-1!1#<+<0%#!#<+/1@:1+#1/!<=!*!4%/1!%+!.-1!4*.1!<=!(4%#1!%+=)*.%<+!%+!
!!!!!!!!!!!>41)*+;5!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
!

"%$!A4%#1!%+=)*.%<+B!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!"#$%&'"(%$)*)-
C-%/!%/!.-1!#<+.%+:<:/!4%/1!%+!.-1!D1+14*)!(4%#1!)1E1)5!

!!!!+"-
C-%/!%/!.-1!=*))!%+!.-1!E*):1!F!(:4#-*/%+D!(<,14!<=!0<+13"

"
"

"%%$!G*%+!%+;1'!.<!01*/:41!%+=)*.%<+B!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!0"#$%&'!!!
H<+/:014!A4%#1!>+;1'!

!
!
"%%%$!?:.)%+1!.-1!1#<+<0%#!#<+/1@:1+#1/!<=!*!4%/1!%+!.-1!4*.1!<=!(4%#1!%+=)*.%<+!%+!
>41)*+;5!!!
----
I5J<,14!/.*+;*4;!<=!)%E%+D!
K1#*:/1!<=!.-1!-%D-14!#</./L!(1<()1!-*E1!41;:#1;!(:4#-*/%+D!(<,14L!,-%#-!#*:/1/!*!
41;:#.%<+!%+!.-1%4!/.*+;*4;!<=!)%E%+D5!
!
M5>+#41*/1;!,*D1!;10*+;/!
N<4814/L!/:==14%+D!=4<0!*!41;:#.%<+!%+!.-1%4!/.*+;*4;!<=!)%E%+DL!,%))!.43!.<!+1D<.%*.1!
,*D1!%+#41*/1/!.<!#<0(1+/*.1!=<4!.-1!-%D-14!#</.!<=!)%E%+D5!
!
65J<//!<=!#<0(1.%.%E1+1//!
>=!%+=)*.%<+!%/!-%D-14!%+!>41)*+;!.-*+!,%.-!.-1!41/.!<=!<:4!.4*;%+D!(*4.+14/!%.!,%))!41/:).!%+!
*!)<//!<=!#<0(1.%.%E1+1//!%+!<:4!1'(<4./5!!
!
O5J<//!<=!10()<301+.!!
&0()<314/L!=*#1;!,%.-!%+#41*/1;!,*D1!;10*+;/!*+;!*!(<//%2)1!)<//!<=!1'(<4./!0*3!21!
=<4#1;!.<!41;:#1!#</./!*+;!.-:/!41;:#1!.-1!+:0214/!10()<31;5!
!
75!P<E14+01+.!Q%+*+#1/!
N%.-!-%D-14!(4%#1/!.-1!D<E14+01+.!0*3!#<))1#.!%+#41*/1;!%+;%41#.!.*'!41E1+:1/5!

!
R5!S*E%+D/!;%/#<:4*D1;!
>=!.-1!%+=)*.%<+!4*.1!%/!D41*.14!.-*+!.-1!"+<0%+*)$!4*.1/!<=!%+.141/.!<==141;!<+!/*E%+D/L!.-1!
41*)!4*.1!<=!%+.141/.!*E*%)*2)1!.<!/*E14/!=*))/!.-:/!;%/#<:4*D%+D!/*E%+D/5!
!

IT!
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!"#$%&&%'()*+#,)-%.&/*,0"#
12#34,#()25/3(%)#&/3,#()-&,/+,+#34,#&,/5#&/3,#%2#()3,&,+3#-4/&*,0#%)#6%&&%'()*+#2/55+#/)0#
34,&,2%&,#34,#-%+3#%2#&,7/89,)3+#2/55+"#:4(+#9/;,+#6%&&%'()*#9%&,#/33&/-3(<,"#
#
="#1)-&,/+,0#0(+7/&(38#6,3',,)#0(22,&,)3#+,-3%&+#%2#34,#7%7.5/3(%)"#
>4(5,#34%+,#/3#'%&;#9/8#+,,;#/#'/*,#()-&,/+,#3%#-%97,)+/3,#2%&#34,#2/55#()#34,(&#5(<()*#
+3/)0/&0+?#34%+,#%)#2(@,0#()-%9,+#9.+3#'/(3#2%&#34,#*%<,&)9,)3#3%#0,-(0,#3%#/0A.+3#
34,(&#7/89,)3+"#:4(+#9/8#'(0,)#34,#*/7#6,3',,)#34,+,#+,-3%&+"##
#
#
B"#C&,++.&,#%)#+%-(/5#7/&3),&+4(7D#()0.+3&(/5#&,5/3(%)+#.)&,+3#
:4,#5%',&()*#%2#5(<()*#+3/)0/&0+#9/8#34&,/3,)#34,#,@(+3,)-,#%2#+%-(/5#/*&,,9,)3+#/)0#
9/8#7&,<,)3#2.3.&,#/*&,,9,)3+"#
#
EF"#$/5/)-,#%2#C/89,)3+#0(22(-.53(,+"#
>(34#2/55()*#,@7%&3+#/)0#()-&,/+()*#(97%&3+#%.&#$/5/)-,#%2#C/89,)3+#7%+(3(%)#
0,3,&(%&/3,+"#
#
EE"#C&,++.&,#%)#34,#G.&%7,/)#H,)3&/5#$/);#IGH$J#
K(+()*#()25/3(%)#9/8#2%&-,#34,#GH$#3%#3/;,#-%&&,-3(<,#/-3(%)#3%#4,57#-.&6#(3"#
#
EL"#M)-,&3/()38#
K(+()*#()25/3(%)#&/3,+#()#1&,5/)0#-&,/3,+#.)-,&3/()38#2%&#()<,+3%&+D,)3&,7&,),.&+#/)0#
9/8#()25.,)-,#()<,+39,)3#0,-(+(%)+"!

!
"!#$%&'(!)!"!*+,-(!.+/0!1,+2.2!

!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
!
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