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1. There is a king of reasoning, common in the social sciences, that may be called metaphysical.
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2. A metaphysical statement conveys no information, for its terms are not defined by reference to
anything outside itself.

3. The deficit is an influence that can depress effective demand.
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4. Aggregate supply, for the economy as a whole, was considered identical to aggregate demand.

5. Pareto held that pure science knows nothing of moral judgment, but he did not object to using
it as a defense of the status quo.

6. The problem of effective demand was buried with Ricardo's victory over Malthus, and
neoclassicals saw no cause to resurrect it.
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7. Marshall made many pronouncements on current problems, notably in the form of evidence
before Royal Commission.
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8. The accountancy to which all phenomena of modern economic life are amenable is an
accountancy in terms of price.

9. The continuum in which the abiding entity of capital resides is a continuity of ownership, not
physical fact.

10. Ricardo divided all commodities into two groups: produced commodities and scarce
commodities.

LS‘-‘:‘"J:‘ GLAYK ) 8 dus 4o ;;‘..\:J\QS i

11. Competition between capitalists tends to establish a uniform rate of profit for all lines of
production.
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12. In Wicksell's theory of distribution, workers and means of production are separate factors but
all on the same footing, without regard to the difference in their social relationship.
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13. He proclaimed the law of productivity which, under free competition, tends to give to labour
what labour creates.
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21. The main oil-producing nations belong to OPEC- the Organization of Petroleum Exporting
Countries.
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22. Sulphur dioxide emissions from coal-fired power stations lead to acid rain.
S Jled 6550 sl —all
3P als (S Jled slall L0 -
Soe S Jled sleall s -1
K JLC...S (53)"‘ L;L@_Alg:u.uf‘ -3

23. Saving is discouraged because postponing consumption simply means that goods cost more if
bought later.
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24. The workers have gone on a strike for higher wage settlements.
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25. The wages and prices may fall enough to boost the real money supply and lower interest rates
to the extent required to restore aggregate demand to its full-employment level.
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26. It is very difficult to know how much people’s real income has been increased by the
introduction of a new product.
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27. Quality of services and products drops because a buoyant sellers’ market blunts competition
as higher prices obtained for their products allow even inefficient firms to survive.
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28. The higgling and haggling of the market establishes an equilibrium in which each factor gets

a rental of its services equal to the marginal productivity of the group to which it belongs.
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29. There has been a mistake in framing merger policy.
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30. The recent dramatic oil price increase has slowed down global economic growth.
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1. The need for choices is evident at all levels of life, from personal affairs to matters of
worldwide urgency. On a personal level, one might like to have excellent food and clothes,
spacious living quarters furnished in style, frequent travel, and so on. Yet because their incomes
will provide only modest amounts of these goods, most people must always choose among them.

(1 mark)
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2. Today modern transport is so extensive and so rapid that many commodities have a world
market: that is, a change in the price of the commodity in one part of the world affects the price in
the rest of the world. Such commodities are wheat, coffee, oils, and the basic raw materials such

as wool, cotton, mineral oil, rubber, tin, lead, zinc and uranium. (/ mark)

3. There 1s certainly cause for complaint. Since the end of the war retail prices have risen at an
average rate of about four percent a year. This is in sharp contrast with the twenty-year period
between the wars, when there was a significant fall in prices, and with the century before the First

World War, when prices remained roughly stable. (1 mark)

4. Structural Unemployment: In the longer run, the pattern of demand and production is always
changing. In recent decades, industries such as textiles and heavy engineering have been
declining in the UK. Structural unemployment refers to unemployment arising because there is a
mismatch of skill and job opportunities when the pattern of demand and production changes.

(1 mark)

5. When one firm is sufficiently large, it is difficult for another firm to raise the money to buy out
all the first firm's shareholders in a contested takeover bid. Hence very large firms created by
amalgamation are usually the result of mergers. In deciding to get together, the two firms reveal
that they think this union will be in their private interest, but we must ask whether mergers are in

the public interest, since mergers help to create monopoly power. (I mark)
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