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Section A

Answer this question.

1 The British Broadcasting Corporation
The British Broadcasting Corporation (BBC) is a world-famous radio and television broadcaster.

In 2005 the services the BBC provided to the UK were part of the public sector and financed mainly
by a compulsory annual licence fee of £121 on those households owning a television. There were
heavy fines for those who did not pay.

The BBC has an obligation to provide programmes that are educational and cultural, as well as the
more popular programmes such as comedy and sport.

One economist has argued that the BBC should receive more finance, that BBC broadcasting is a
public good, and that it has greater value for viewers than they have to pay for. To support his view he
produced two diagrams. Fig. 1 shows the demand for BBC services among the 23 million television-
owning households in the UK and Fig. 2 shows where this economist placed BBC broadcasting
among a selection of public goods in 2005.

Fig. 1 Demand for BBC services in the UK
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Fig. 2 Selected public goods
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(@) (i) Draw a production possibility curve to show the trade-off between the
educational and popular television programmes. Explain the possible effe
money is available to the programme makers from increased licence fees.

(ii) Explain how an increase in the licence fee to receive television programmes may a
the market for television sets. [4

(b) How does Fig. 1 support the view that the BBC creates more value than viewers pay for? [4]

(c) (i) Comment on the relative positions in Fig. 2 of national defence and police services. [3]

(ii) Discuss whether it is correct to include education and health as public goods in Fig. 2. [6]
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Section B

Answer one question.

2 (a) Explain the contributions of enterprise and division of labour to an economy.

(b) Discuss the desirability of the worldwide movement towards the market economy and away

from the planned economy. [12]
3 (a) Explain how the rate of inflation is measured. [8]
(b) Discuss how a rapid rate of inflation might affect different groups within an economy. [12]

4 (a) Explain the difference between expenditure-switching and expenditure-dampening policies
as a means of correcting a balance of payments disequilibrium. [8]

(b) Outline the current account position of your country or another economy you have studied.
Discuss its ability to improve its performance on the current account. [12]
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