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03 Using the data in Extract A calculate to two decimal places, the percentage growth rate for the Spanish economy from 2010 to 2014. 					(2 marker)
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THE EUROPEAN UNION CONTEXT
Study Extracts D, E and F, and then answer all parts of Context 2 which folaw,
Extract D: Selected economic data for Spain

2010 | a1 | 2012 | 2013 | 2
Population (millions) 465 457 4638 468 85
Real GDP (€, bn) 1081 1075 | 1055 148 | 108
Unemployment Rate (%) 199 24 248 6.1 24
Current Account Balance (€ bn) -424 | -30 -30 151 85

ExtractE: I the crisis over in Spain?

Source: Oficial stattie, 2015

‘The Spanish econormy has been benefting from an upturn in the sconoric cycle within
the Eurazone. The Europsan Central Bank's (ECE'S) adoption of quantitative easing
has given a boost 1o the Eurczane. The sharp fal in energy prices caused by the recent
callapse inthe price of ail has also acted ke a tax cul, but Spain seems to have been
doing much better than the single curtency bloc as a whole, which grew at a much lower
rate during this period

“The Spanish government claims that the recert recavery is partly due to the

sunply-side [abour market reforms it has carried out since being elected in 2012,

‘These reforms include: making i less expensive for employers to disrriss permanent
workers; allowing firms to opt out of pay Seting agreements within industres, allowing
employers to set their own condtions of smployment with their mployees; and also
resucing ‘red taps'. At the same time, tac on firms' profits has been cut flom 30% to 25%

s a result of these and ofher measures, Spain has mov ed up the World Bank's ‘ease of
doing business’ rankings from 52nd to 33rd during the last twn years (n comparison, the
UK has moved from 7ih 1o 8th over the same perid).

Econormists' views on the irmpact of the reforms vary. Some suggest that they help to
explain why Spain has been recovering better than other countries such as taly and
Fortugal. Some estimates have suggested that unempioyrment would have peaked at
20%, rather than 26%, f the reforms had taken place earlier. Howev er, offiers have
argued that the source of the recovery has not been the structural reforms but rather the
adjustrents forced upon businesses and workers in coping with the Severe receseion, in
particular through lower wages.

‘The Spanish econormic recovery, however, needs to be put into perspective. Desite the
improvement in growth and the decline in Unermployment, Spai's unempioyment rate is
il the second highest in Europe, with only Greece having a higher rate.
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Source: News reports, 2015
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Extract F: Unemployment in the UK —as good as it gets?

‘The UK labour market is showing some heakhy signs. A significart number of new obsare 1
continuing to be created and the unemploymert rate stood at 5.7% atthe end of 2014, in
comparison to a Eurozone average of 11.1%. Econoric growth has increased the demand
forlabour. However, some are now arguing that further improvernents in the unemployment
Statstics can only be gained through improvernents in the supply-side of the econorry, 5
rather than relying on demand

Wages are growing at their highest rate for over three years and infiation is atts lowest
level on record. Consumers are in a ruch stronger postion and the prospects for the

UK ecanormy have improved. At the same fime, some European ecanarries are showing
sians of growth, which is likely o boost UK exports. However, further effortsto reduce the 10
unermployment rate may prove dificult Sore argue that there are jobs out there, but some.

people are not willng or able to take them.

Labour market prograrmmes are in place in the form of raining, subsidies for private
ermplayers and help or individuals to find work. However, the UK government has also

embarked on a number of policy changesin an atiernpt to force the unemployed back o 15
work and {o deal with the rising costs of welfare. Measures such as the creation of the

beneits £ap (which imits the maximum amount that people of working age can receive in

beneiits) and restricting the uprating of Jobseeker's Allowance to the rats of inflation or 1%
(whichever is lower) are all part of an atterpt to sncourage the unempioyed to seek work
However, some wold say that this is punishing the unermployed. The announcement ofthe 20
introduction of a National Living Wage in the recent budget i claimed by the govermment to

cifset the effect of the changss to the bensfits system

Sourcs: News reports, %5
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Using the data in Extract D, calculate (1o the nearest whale nurmber) the real GDP
per capita in Spain for 2014 and identfy one significant comparison between the
unemployment rate and real GDP over the period shown,
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Estract E (lines 1-2) states: "The Spanish econorry has been benefiting fram an uptum
in'the ecanormic cycle witin the Eurozone.

Explain the term ‘upturm in the econorric cycle’ and analyss why this may have caussd
Spain's unemployment rate to fall
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Extract F (lines 4-6) states: 'some ars now arguing that further improvernents in the
unemployrment statistics can only be gained through improv ements in the supply-side of
the econormy, rather than reling on demand.”

Tawhat extent do you agres that a futher reduction in the UK's unermployment rate is
most likely o be achieved by improvements in the suppl-side rather than the
dermantside of the econormy? Use the data and your own knowledge of econarics,
o justify your answer.




