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Essay Question 8
“Hosting a major world sporting event is viewed as a defining moment for any country, with millions if not billions of dollars spent on improving roads, airports and other infrastructure, a reduction in unemployment and the potential enhancement of international investment and tourism.”
                                        Adapted from The New York Times, 27.06.09
(a) Explain the impact of hosting a major world sporting event on the different types of employment in an economy. [10] (ACJC Q4)

hosting of a major world sporting event – an economic activity that will affect the various ad components and thus affect real GDP – impact on the types of unemployment
economic activity – affect AD – via k – affect real GDP – affect production – increase in demand for labour – solve unemployment (demand deficient unemployment)

Introduction
     The hosting of a major world sporting event will mean that there is a higher degree of economic activities that will affect the production, employment and economic growth of an economy. This impact is more significant in terms of the impact on the different types of unemployment. 

Main Body
1. Explain the types of unemployment
Demand Deficient Unemployment
· Demand-deficient unemployment occurs as a result of a fall in demand for labour caused by an economic recession under a condition of wage inflexibility where there is ‘stickiness’ in real wage rates as workers are unwilling to accept lower wages, stated by Keynes. (difficult to adjust downward)
· Also known as cyclical unemployment, which is contributed by a fall in export demand and foreign direct investment (FDI) which is affected by global trade and business cycle

Structural Unemployment
· Structural unemployment is caused by the changing pattern of demand and/or supply in the economy as a result of sectoral adjustment, technological advancement, imperfect labour market and seasonal adjustment of production period.

Sectoral Unemployment (adjustment in sectors of the economy)
· Sectoral unemployment occurs when there is a change in pattern of demand and change in cost competitiveness within a particular sector of the economy  Change in competitive advantage



technological Unemployment
· Technological unemployment occurs as a result of a change in production techniques, usually with the introduction of new technology.
 Productivity dd for labour (displacement of workers due to use of capital)
skill incompatibility (new technology)
Regional Unemployment
· This form of unemployment occurs when a certain region experiences full employment but another region has unemployment.
· This is due to occupational and geographical immobility between regions of a country which occurs as certain regions are no longer able to attract investment to provide employment due to poor investment environment and higher wage rate.

2. Explain how the hosting of the major world sporting event will solve the various types of unemployment

     In solving demand-deficient unemployment, the hosting of world sporting events will bring about higher level of aggregate demand. Level of investment will increase as there will be infrastructural and institutional development. There is also higher consumption as there is higher level of leisure activities and expenditure on goods and services due to the event. Government expenditure will also increase since there is a need to build public facilities to support the event. Lastly, some of the events may even induce the rise of visitors who will induce higher level of expenditure on tourism which will raise export demand. Consequently, there will be an increase in the level of aggregate demand which will raise production and employment and national income via the multiplier effect. There is a higher level of demand for workers which will prevent the occurrence of demand-deficient unemployment. 

how the events affect the various ad components – affecting production then employment

draw diagram / description of diagram
     The hosting of the world sporting event will also lead to higher degree of diversification of the economy, which will provide a wider range of employment opportunities that will suit the potentials of diverse group of people. This will make it easier for the economy to rely less on jobs which are too technological-based as in the high-valued industries. Furthermore, it is beneficial to have employment from sporting events as they are usually more labour-intensive than the high-valued technological-based industries which are capital-intensive. Due to these positive impacts, it will be easier for the economy to overcome structural and technological unemployment as the hosting of the global sporting event can overcome displacement of works and skills incompatibility.



  

 However, it is not possible for the economy to overcome frictional unemployment and regional unemployment through the organizing of the sporting event as the main influence of the investment depends on how the government allocates resources to attract investment and in the implementation of policy to solve market imperfection on employment. 




As seen from the diagram, the increase in aggregate demand from Ad0 to AD1 will raise the real GDP from Yo to Y1 and the rise in GPL from Po to P1. This will imply that there is an increase in production which will demand for more labour and 
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