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READ THESE INSTRUCTIONS FIRST 
 
Write your name, class and admission number in the spaces at the top of this page and on 
all pages of the work you hand in. 
Write in dark blue or black pen on both sides of the paper. 
You may use a soft pencil for any diagrams or graphs. 
Do not use staples, paper clips, highlighters, glue or correction fluid. 
 
Section A 
Answer all questions. 
 
Section B 
Answer one question. 
 
At the end of the examination, you are to hand in Section A and Section B separately. 

You are to write the question number of the essay attempted on the Cover Page and tie 
the Cover Page on top of Section B.  

 

The number of marks is given in brackets [ ] at the end of each question or part question. 
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not only a massive increase over the tournaments of the 1990s, but also over even more 
recent years: The same package cost ESPN, another US-based cable television network, 
just $100 million for the previous two World Cups, in 2010 and 2014. 
 
The massive growth in rights fees is far from a surprise. For one, live sports telecasts have 
become increasingly more valuable in recent years because they are almost exclusively 
watched live, and not on commercial-skipping digital video recorder. On top of that, Fox 
likely paid a premium thanks to a need for live programming on its still-fledgling Fox Sports 
One network. Most importantly, though, American World Cup viewership has been climbing 
fast. 
 
There is a clear relationship between domestic viewership and host country – viewership 
spiked in the year that the United States hosted the tournament, but dipped in 2002 when 
games played in Asia were aired live in the middle of the night – but the numbers have been 
generally on the rise over the last two decades. Little coincidence that the most recent 
increase, which was in spite of live games often airing in the morning or middle of the day, 
coincides with soccer’s recent surge in domestic popularity. 
 
This year’s tournament should continue that climb, even if just from matches being played in 
the evening when it is easier for American soccer fans to tune in. That continued increase in 
viewership helps explain just why Fox is willing to spend so much on domestic broadcast 
rights. 
 

Source: Forbes, 9 June 2014 
 
 
Extract 2: Fifa loses free-to-air World Cup TV battle 
 

Fifa, the international governing body of football, have lost an appeal against a European 
ruling that the World Cup should be shown on free-to-air TV in the UK. In 2011, the 
European General Court said the UK could keep the event on a list of "protected" events of 
national sporting interest broadcast for free. 
 
It means the tournament cannot be sold exclusively to pay-TV firms. Fifa had appealed, after 
saying they could not sell the event fairly for their real value. But the European Court of 
Justice has now said the original decision in the General Court in 2011 was correct. 
 
Fifa had argued that the current set-up interfered with their ability to sell television rights at 
the best commercial price they could get in the marketplace. However, the UK argued that 
all the 64 World Cup finals matches and 31 European Championship matches were an 
important part of the list of national sporting "crown jewels", that have to be made available 
to the whole population to watch on free-to-air television. 
 
The court agreed, saying that European states were able to select broadcast events, "which 
they deem to be of major importance for society" and show them for free. Otherwise it 
"would deprive a substantial proportion of the public of the possibility of following those 
events on free television". 
 

        Source: BBC, 18 July 2013 



Extract
 

Econom
Money 
elsewhe
pressur
exampl
private 
 
The Sã
billion r
Tourism
For eve
prices. 
do Nort
expecta
optimist
 
Public s
at US$
the star
the Bra
analysts
anythin
 
“There 
spendin
Center 
howeve
 
Host cit
they mo
eased t
Salvado
which h
says De
operatio
ordinate
system
 

 
 
 
 

t 3: The Wo

mists agree 
for the inf

ere. Produc
re on creak
e, Brasília w
firms let wo

ão Paulo Fe
reais (US$

m-related ea
ery football 
Gelsa Lima
te, complai
ation of a 
tic. 

spending on
11.3 billion 
rt of the Cu
zilian public
s and econ
g but a mon

will be a s
ng,” Cynthia
for Schola

er, the long-

ties did sco
ost urgently
thanks to a 
or built new
hit Natal in t
emétrio Tor
ons centre 
e their actio
. 

orld Cup an

that, on th
frastructure
ctivity dips, 
king public t
was a ghos

orkers off ea

ederation of
14 billion), 
arnings, wh
fan coming

a, who runs
ins that bu
net 300,00

n stadiums 
- was met 

up.  An econ
c that was s
nomists, how
neymaker. 

hort-term in
a Arnson, th
ars in Wash
-term struct

re some ne
y needed). N
 new viadu

w motorways
the past we
rres, specia
created for

ons. As part

nd the Braz

e whole, bi
e spending
too. Holiday
transport. B
st town; to s
arly. 

f Commerce
about as 

hich the gov
 to see his 

s a food sta
siness is n

00 extra vis

and other W
with wides

nomic upsw
supposed to
wever, agre

nput from t
he Latin Am
hington, D.C
ural problem

ew infrastruc
Natal got a 
ct linking th
s to their air
ek “would h
l secretary 
r the occas
 of its prepa

Sources: Th

4 

zilian Econ

ig sporting 
is not con

ys have be
Before the B
spare fans 

e reckons t
much as a

vernment pu
team play,

all at the bus
no better th
sitors this 

World Cup-
spread unre
wing was on
o make hos
ee that the 

he huge in
merican dire
C., told Fo
ms will rema

cture (thoug
snazzy airp

he north an
rports. Seve
have been w
for World C

sion helped
arations, the

he Economist, 

nomy 

events hav
njured from
en decreed
Brazil-Came
inevitable g

he output lo
all World C
uts at 6.7 b
a tourist is 

s terminal i
han usual. T
year comp

related infra
est and prot
ne of the th
ting the Cu
tournamen

crease in t
ector at the 
x News La
ain.” 

gh many qu
port. Taxi d
d south of 
ere flooding
worse had i

Cup affairs i
 police, fire
e city also b

28 June 2014

ve negligible
m thin air; 
d on some m
eroon game
gridlock, pub

ost as a res
Cup investm
billion reais,

put off by t
n Natal, ca
The state t

pared with 

astructure p
tests in the

hings that la
p worth the

nt will proba

ourism and
Woodrow W

atino. “Once

uestion whe
rivers in Re
the city. Br

g due to unu
t not been f
n Rio Grand

emen and c
began build

4 and The Inde

[Tu

e impact on
it is diverte

match days 
e on June 2
blic instituti

sult could r
ment put to
 will not off
the crowds 
pital of Rio 
tourism sec
2013 looks

projects - es
e 18 months
awmakers to
e investmen
ably wind u

d related co
Wilson Inter
e the Cup 

ether it was 
ecife say tra
rasília, Curi
usually hea
for the Wor
de do Norte
civil defenc
ing a new d

dependent, 20 

urn over

n output. 
ed from 
to ease 

23rd, for 
ons and 

each 30 
ogether. 
fset this. 
and the 
Grande 

cretary’s 
s overly 

stimated 
s before 
outed to 
t.   Most 

up being 

onsumer 
rnational 
is over, 

the sort 
affic has 
tiba and 

avy rains 
rld Cup”, 
e. A joint 
e to co-
drainage 

July 2014 

 
 
 
 



5 
 

[Turn over 

Questions  
 
(a) With reference to Figures 1 and 2,  
 (i) Compare the trend of the costs of World Cup TV Rights with the historical 

US World Cup Viewership between 1994 and 2010. 
 
[2] 

    
 (ii) Using demand and supply analysis, account for the identified trend. [4] 
    
(b) (i) Explain what is meant by “Price Elasticity of Demand”. [2] 
    
 (ii) With reference to Extract 1, explain whether live sports telecasts are 

price elastic or inelastic in demand. 
[4] 

    
(c) Using economic analysis, explain why World Cup broadcasts are “deemed to 

be of major importance for society and shown for free” in the UK. 
 
[6] 

    
(d) (i) Using the Production Possibility Curve, explain the difference between 

real growth and potential growth. 
[4] 

    
 (ii) As an economic consultant to the Brazilian government, evaluate 

whether the hosting of the World Cup has benefited Brazil’s economy in 
terms of real and potential growth. 

[8] 

   
[Total 30m] 
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the same time, China has recently recorded phenomenal growth in exports of high-tech 
products, principally notebook and desktop computers, DVD players, mobile phones and the 
like. 
 
However, the economic growth is not only relying on export.  Instead, domestic consumption 
is going to drive the economy, which will provide other countries with numerous business 
opportunities.  With China’s rising consumption in recent years, this domestic demand is now 
growing at 9% a year and starting to act as a regional engine of growth, sucking in imports to 
feed its increasing consumption for products it has no comparative advantage in. 

 

Source: South China Morning Post, 17 July 2013 
 
 

Extract 5:  China’s trade imbalance with the US 
 

China’s trade with the US in 2012 grew 8.5% year-on-year to US$484.68 billion, accounting 
for 12.5% of China’s total foreign trade in 2012.  Outbound shipments to the US grew, 
leaving a trade surplus of US$218.92 billion, up 8.2% year-on-year. 
 
With millions of Americans still unemployed, political pressure has grown in the US to 
impose economic sanctions on China.  Critics say China has undervalued its currency 
against the dollar and has made Chinese goods cheaper in the US and American products 
more expensive in China.  In addition, US manufacturers contend that the Chinese currency 
is still significantly undervalued against the dollar, giving Chinese exporters an unfair edge.  
As such, even though there have been moves to overcome the problem, critics said the 
moves were unlikely to narrow the trade gap between the two nations. 
 

Source:  usatoday30.usatoday.com, 10th May 2012 and www.chinadaily.com.cn, 10th January 2013 
 

 
Extract 6: China’s Exchange Rate Reform 
 

China’s fixed exchange system was discontinued from 2005 and a managed float system 
was adopted. This is a move that would increase the value of the Chinese yuan against the 
dollar and help ease a trade imbalance, which has cost U.S. jobs.  The move came amid 
growing complaints that China’s undervalued yuan has made it difficult for manufacturers in 
the United States and other countries to compete with China’s exports.  
 
However, He Weiwen in the Global Times news article states that the US trade woes should 
not be blamed on the yuan. He points out that from 1998-2004, the yuan was fixed at 8.28 to 
the dollar and China's exports to the U.S. varied from year to year stressing that the yuan 
exchange rate doesn't play a significant role in affecting US exports. China also continued to 
record trade surpluses against the United States after it initiated exchange rate reform in 
2005 to allow the yuan to appreciate 20 percent against the US dollar.  
 

Source: Economics Policy Institute (EPI) News, 9th April 2010 
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Questions 
 
(a) (i) Compare the contributions of consumption and investment to the growth of the 

Chinese economy from 2008 to 2012. [2]
   
 (ii) Using information from the case, account for the difference between 

contributions by investment and consumption to growth from 2008 to 2012. 
[3]

   
   
(b)  Using information from the extracts, explain the reasons why China has 

increased its imports in recent years? 
[4]

   
(c)  (i) Explain the effects of undervaluation of the Chinese currency on its balance of 

payment.   
[3]

   
 (ii) Discuss whether China’s trade position with the US is necessarily good for the 

Chinese economy. 
 

[6]

(d)  Based on information from the extracts, explain why the US has launched a 
growing number of protectionist measures against the Chinese products. 
 

[4]

(e)  “Revaluation was never going to be the hardest part of Chinese development” 
(Extract 8). Is revaluation the only policy that the Chinese economy can 
undertake to achieve its macroeconomic aims of sustained economic growth 
and healthy balance of payments? 
 

[8]

    [Total 30m] 

 
Section B 

Answer one question from this section. 
 

3 (a) Using appropriate examples, explain why the existence of negative 
externalities and public good causes market failure. 
 

 
[10] 

 (b) As a city develops, air pollutants are inevitably produced. Without 
control measures, increased urbanisation and industrialisation 
threaten to degrade our air quality.  
 

Source: http://app.mewr.gov.sg/web/contents, accessed on 18 Aug 2014 

 
Discuss the appropriate policies which a government may undertake 
to tackle the problem of pollution.   
                     
 

 
 
 
 
 
 
 
[15] 

4 (a) Explain the different types of inflation that can occur in an economy. [10] 
 

 (b) Assess the effectiveness of macroeconomic policies used to achieve 
low and healthy inflation rate in an economy. 

 
[15] 

 
- End of Paper – 
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