
20 What is most likely to result from a successful supply-side policy?

a deterioration in the current account of the balance of paymentsA

economic growthB

increased inflationC

increased structural unemploymentD

The table shows the rates of unemployment and real GDP growth for an economy in year 1 and
year 2.

21

year 2year 1

7

−1

3

3

rate of
unemployment (%)

rate of real GDP
growth (%)

Which combination of policy measures would be most effective in returning the economy to the
year 1 level of activity?

a decrease in direct taxes and an increase in the rate of interestA

a decrease in government expenditure and an increase in the rate of interestB

an increase in direct taxes and a decrease in the rate of interestC

an increase in government expenditure and a decrease in the rate of interestD

[Turn over11_0455_11_2024_1.4© UCLES 2024

7


