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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question One: Multiple Choice (Items 1 - 12) (12 marks)

There are 12 multiple-choice items worth one mark each.
Shade in the bubble ((O) next to the correct answer for each of the following items.

1)

2)

3)

4)

What is a characteristic of a floating exchange rate system?

00 OO0

Exchange rates are fixed by the government.

Exchange rates are determined solely by the market forces of supply and
demand.

Exchange rates are linked to a gold standard.

Exchange rates are set unilaterally by neighboring countries.

How does currency depreciation typically affect the price of imported goods?

0000

Imported goods become more expensive for domestic consumers.
Imported goods become cheaper for domestic consumers.
Currency depreciation has no impact on the price of imported goods.

Imported goods become scarcer, leading to increased prices.

A tariff on imported steel would most likely benefit:

0000

Foreign producers at the expense of domestic consumers.
Domestic manufacturers of steel.
Domestic consumers of steel.

Foreign consumers of steel.

What is a quota in international trade?

0000

A tax imposed on imported goods.
A limit on the quantity of a specific product that can be imported.
A subsidy provided to domestic producers.

A trade agreement between two countries.

Do not write in this space



Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question One: (continued)

5)

6)

7)

8)

What is “dumping” in the context of international trade?

0000

The practice of selling goods abroad at a lower cost than their production cost.
A method of promoting free trade between countries.
An agreement between nations to eliminate tariffs.

A type of trade barrier that encourages imports.

What is one of the common arguments in favor of protectionism in international
trade?

0000

To encourage foreign investment.
To safeguard domestic industries and jobs.
To promote free trade and open markets.

To increase access to foreign goods.

What is one of the primary reasons for taxation by governments?

0000

To encourage spending and consumption.
To control inflation.
To promote international trade.

To generate revenue for public services and projects.

Why might a government typically employ an expansionary fiscal policy?

0000

To combat inflation and reduce aggregate demand.
To reduce government debt and deficits.
To address a period of economic downturn or recession.

To increase government revenue.

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question One: (continued)

9)

10)

11)

12)

Which of the following is a monetary policy instrument used by central banks to
influence the economy?

O Interest rates. O Government spending.
O Taxation (O Fiscal deficits

What does the marginal rate of taxation refer to:

The total amount of taxes paid by an individual or entity.
The average tax rate applied to all income levels.

The proportion of extra income taken in tax.

0000

The tax rate that applies to essential goods and services.

Which of the following is an example of a government'’s current expenditure?

Building a new highway.
Paying wages of teachers employed in the state schools.

Constructing a new school.

0000

Investing in research and development.

What does it mean when a government operates with a balanced budget?

The government has no outstanding debt.
Government revenues are equal to government expenditures.

Government revenues exceed government expenditures.

0000

Government expenditures exceed government revenues.

Do not write in this space
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Question Two: Extended Response Items (13-27) (48 marks)

Write your answer for each of the following questions in the space provided.

13) List and briefly explain two macroeconomic policy objectives that a government aims
to achieve. (2 marks)

aoeds siy3 ul 931um J0u oq

14) Briefly differentiate between direct taxes and indirect taxes in terms of their
characteristics and how they are levied. (2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

15) Explain in brief, how substantial economies of scale act as a barrier to entry in natural
monopolies. (2 marks)

16) Explain how a country still can gain from international trade although it has an
absolute disadvantage with its trading partner. (2 marks)

Do not write in this space



Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

17) The table below shows the production possibilities of one worker in the U.S and

Argentina.
Production per unit of Labor:
U.S Argentina
Wheat 300 20
Beef 100 20

Based on the information provided in the table, answer the following questions:

a. What is the opportunity cost of one unit of wheat in each country? (1 mark)

b. Which country has a comparative advantage in wheat production? (1 mark)

Do not write in this space

aoeds siy3 ul 931um J0u oq



aoeds siy} ul 9314m jou oQ

Diploma, Bilingual Private Schools, Economics First Session — First Semester

Academic Year: 2023/2024

Question Two: (continued)

18) The table below shows details of the current account balance of “A country” in

October 2019
$ million
Exports of goods 2062
Imports of goods 4741
Exports of services 442
Imports of services 733
Balance of primary income -509
Balance of secondary income +2201

Using the information in the table,

a. Calculate the balance of trade in goods and services.

(1 mark)

b. Calculate the current account balance.

(1 mark)

Do not write in this space



Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

19) Discuss the relationship between inflation, international competitiveness, and a
country’s current account deficit. (2 marks)

20) Briefly explain the relationship between the budget deficit and the national debt.
(2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

21) What is inflation targeting? Discuss how the central bank utilizes changes in interest
rates to achieve it. (4 marks)

22) Compare supply-side policies with fiscal policy in terms of their objectives and
approaches. Discuss any two supply-side policy tools governments can employ to
achieve economic goals. (4 marks)

Do not write in this space



Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

23) The figure below shows the production possibilities for Indonesia. With the available
resources, Indonesia is able to produce a maximum of 30 tonnes of rice or 30 tonnes
of coffee. Initially, Indonesia produces and consumes 20 tonnes of rice and 10
tonnes of coffee (point A). Engaging in international trade may enable the country
to specialize in rice production and import 1.5 tons of coffee for every ton of rice it
exports.

(seuuo01) aay0)

Rice (tonnes)

Suppose that Indonesia engages in international trade and specializes in rice.

a. What is the maximum quantity of rice that Indonesia can produce? (1 mark)

b. How many tonnes of rice can Indonesia export while maintaining a consistent
level of consumption at 20 tonnes? (1 mark)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

c. In exchange for rice, how many tonnes of coffee can Indonesia import?
(1 mark)

d. Draw the trade possibilities curve for Indonesia. (1 mark)

Do not write in this space

1"



Diploma, Bilingual Private Schools, Economics

First Session — First Semester

Academic Year: 2023/2024

Question Two: (continued)

24) A government places a tariff on an imported product. The diagram below shows the
effect of this on the home market.

P1

| N

price

Domestic Demand Domestic Supply

World Supply with tariff

/. 1 : i ;\ World Supply without tariff

35 46 57 70 84
Quantity

Based on the diagram above you are required to:

a.

C.

Calculate the volume of imports without a tariff. (1.5 marks)
b. Calculate the volume of imports with a tariff. (1.5 marks)
Calculate the reduction in the volume of trade resulting from the tariff. (1 mark)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

25) The table below provides data on the average indexed prices of imports and exports
to and from the Philippines. The base year is 2000.

Index of export prices |Index of import prices

January 2019 107.55 119.32

January 2020 105.82 119.91

a. Have the terms of trade improved or deteriorated between January 2019 and
January 20207 (2 marks)

b. Explain if this improvement or deterioration is favourable or unfavourable for the
Philippines. (2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

26)

9214d 19)Je|N

A firm operates within a market characterized by the following key features:
-A large number of small firms.

-No barriers to entry.

-The product is homogenous.

-Each firm faces a perfectly elastic demand curve and is a price taker.
-Perfect knowledge of market conditions.

Figures (a) and (b) below show the industry and the firm’s short-run equilibrium,
respectively:

Figure (a) Figure (b)
Industry Firm’s Short-run Equilibrium
A Supply ‘r
8320
$30F------—-—— 43
1
825 |- oo e N e : .
1
1
$20 - ____) L
b
| | 1
I | 1
1 | 1
P
L _
10 1215
Quantity (Million units) Output (Thousand units)

a. Based on the market characteristics provided, identify the market structure in
which the firm is operating. (1 mark)

b. Using figures (@) and (b), determine the firm’s Marginal Revenue (MR). (1 mark)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

c. Based on figure (b), determine the firm’s shut-down price. (1 mark)

d. Assume the firm is maximizing its profit. Based on figures (@) and (b),

(i) Determine the level of output at which the firm maximizes its profit. (2 marks)

(i) Explain whether the firm is currently making a profit or incurring a loss.
Provide a rationale for your answer. (1 mark)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

27) Imagine an economy that is initially at full employment, with an output (real GDP)
equal to the potential or full-employment level of GDP (Yfe). However, due to
increased consumer and business confidence, there has been a surge in aggregate
demand (AD), resulting in a rising demand for goods and services. This has led to
inflationary pressure and a situation where real GDP surpasses the full-employment
level of GDP. Price levels are rising, and there is concern about overheating.

a. Using the AS-AD Model, illustrate the initial equilibrium in this economy when it is
at full employment. Label the curves as follows: (1 mark)

The Long-Run Aggregate Supply Curve as ‘LRAS.’
The Short-Run Aggregate Supply Curve as ‘SRAS,,.’

The Aggregate Demand Curve as ‘AD,."".

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

b. Explain the impact of the increase in aggregate demand on real GDP and the
price level. Use the AS-AD model to illustrate your answer. Draw the new AD
curve. Label it AD,. (2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

c. To address the inflationary pressures, the central bank conducts a contractionary
monetary policy. Provide one example of a contractionary monetary policy and
explain how it can be used to combat inflation and return the economy to full
employment. (3 marks)

[End of the Examination]

Do not write in this space
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Diploma, Bilingual Private Schools, Economics Second Session — First Semester Academic Year: 2023/2024

Question One: Multiple Choise (Items 1 — 12) (12 marks)

There are 12 multiple-choice items worth one mark each.
Shade in the bubble ((O) next to the correct answer for each of the following items.

1)  What type of costs does current government spend cover?

(O Operating costs for state-financed services.
(O Spending on building state schools and hospitals.
(O Expenditure on capital goods for the public sector.

(O Paying wages for teachers employed in privately-owned schools.

2) Which type of unemployment can be reduced by improved education and training
when using supply-side policy tools?

O Cyclical unemployment.
(O Seasonal unemployment.
(O Technological unemployment.

(O Both frictional and structural unemployment.

3) What influences the amount of tax passed by firms on to consumers?
(O Producer’s cost.
(O Purchase value.
O Market competition.

(O Price elasticity of demand.

4) What happens to aggregate demand when there is a decrease in the government
budget surplus?

O It decreases.
O Itincreases.
O Itis unpredictable.

O It remains unchanged.

Do not write in this space



Diploma, Bilingual Private Schools, Economics Second Session — First Semester Academic Year: 2023/2024

Question One: (continued)

S)

6)

7)

8)

What can a government do to implement contractionary fiscal policy?

Increase its spending and/or decrease taxes.
Maintain its current spending and tax levels.

Reduce its spending and/or increase taxes.

0000

Decrease its spending and/or reduce taxes.

What factors does a government consider when determining a good growth rate for
its economy?

Changes in the size of the labor force.
Changes in organizational structure.

Changes in international relations.

000QC

Changes in project funding.

What is the primary purpose of the trading possibilities curve?

To demonstrate the efficiency gains from regulated trade.
To determine the optimal production under trade restrictions.

To illustrate the potential consumption choices under free trade.

0000

To compare consumption choices under different trade regimes.

Which factor would cause an increase in the price of exports?

An increase in the demand for exports.
A decrease in the demand for exports.

An increase in the supply of exports.

0000

A decrease in the supply of exports.

Do not write in this space
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Diploma, Bilingual Private Schools, Economics Second Session — First Semester Academic Year: 2023/2024

Question One: (continued)

9)

10)

11)

12)

What does primary income in the balance of payments comprise of?

Personal income tax payments.
Revenue generated from tourism.

Income earned from investments abroad.

0000

Domestic earnings on investment in the country.

Which factor may offset the comparative advantage in international trade?

High transport costs.
Rate of growth.

Overspending.

0000

Dumping.

What does ‘red tape’ refer to in the context of protecting domestic industries?

Excessive administrative burdens.
Regulation related to domestic firms.

Foreign competition control measures.

0000

Trade barriers with neighboring countries.

What determines the price of a currency on the foreign exchange market?
The government’s control over the currency.
The location of the foreign exchange market.

The financial institutions that participate in the market.

0000

The relative strength of the demand for and the supply of the currency.

Do not write in this space
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Question Two: Extended Response (Iltems 13 - 27) (48 marks) 9
5
Write your answer for each of the following questions in the space provided. 2"
13) Distinguish between “progressive tax” and “regressive tax”. (2 marks) ?
=
=
(72}
(2]
gl
Q
(2]
®
14) Describe ONE reason for government spending. (2 marks)

15) Briefly explain how the monetary policy is used to meet the government'’s inflation
target. (2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics Second Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

16) Compare the terms "absolute advantage” and “comparative advantage”. (2 marks)

17) What are import quotas? Explain the impact of quotas on consumers. (2 marks)

18) List the main components of a country’s balance of payments and define any TWO of
them. (2 marks)

Do not write in this space
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Question Two: (continued)

19) Which type of balance of payments accounts can be improved by protectionist
policies? Give an example. (2 marks)

aoeds siy3 ul 931um J0u oq

20) Briefly explain the difference between a natural monopoly and an oligopoly. (2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics Second Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

21) Taxes can be grouped in a number of ways, such as the marginal rate of taxation and
the average rate of taxation. Based on this statement, answer the following questions.

a.

Differentiate between the marginal rate of taxation and the average rate of
taxation. (2 marks)

Calculate the marginal rate of taxation if a person earns an extra $1000 and $20 is
taken in tax. (1 mark)

Calculate the average rate of taxation if a person earns $80,000 and pays $20,000
tax. (1 mark)

Do not write in this space



Diploma, Bilingual Private Schools, Economics Second Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

22) The Supply side tools, among others, include spending on education and training,
infrastructure development and technological improvement. Based on this statement,
answer the following questions.

Explain the main objective of supply-side policy. (1 mark)

b. Analyze how promoting infrastructure development is used as a tool in the
supply-side policy. (1 mark)

c. Discuss how reforms in the tax and benefit system are considered as one of the
other supply-side tools. (2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics Second Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

23) A country’s balance of payment is a record of all the economic transactions between
the residents and that country and the residents in other countries. In this context

a. Discuss the difference between the current account deficit and the current
account surplus. (2 marks)

b. Explain any two causes of the current account deficit. (2 marks)

24) The value of a currency is often affected by market forces. You are required to analyze
the following:

a. The impact of a fall in a currency’s value on exports and imports. (1 mark)
b. The impact of a rise in a currency’s value on exports and imports. (1 mark)

c. ldentify any four factors determining the exchange rate in a floating exchange
system. (2 marks)

Do not write in this space
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Second Session — First Semester

Academic Year: 2023/2024

Question Two: (continued)

25) Assume that the table below shows the details of the current account balance of
Oman in USD.

Using the information in the table, calculate the following for Oman:

o

o

o

ltem Amount ($ billion)
Exports of goods 3670
Imports of goods 5620
Exports of services 900
Imports of services 400
Balance of primary income 300
Balance of secondary income 150

Balance of trade in goods.

Balance of trade in services.

Balance of trade in goods and services.

Current account balance.

1 mark
1 mark
1 mark

1 mark

—_ o~ o~ o~
= I I I

Do not write in this space

10

aoeds siy3 ul 931um J0u oq



aoeds siy} ul 9314m jou oQ

Diploma, Bilingual Private Schools, Economics Second Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

26) The impact of expansionary and contractionary monetary policy on the price level
The Central Bank of Oman (CBO) has increased the interest rates by 25 baiza points
to 5.75 percent, following the decision by the US Federal Reserve to do the same.
Oman follows a fixed exchange-rate regime, and consequently, its interest rates are
closely aligned with US policy rates. The CBO'’s repo rate generally moves in tandem
with the Fed's policy rate. The repo rate is the policy rate that allows commercial
banks to acquire short-term liquidity from the Central Bank as the lender of last
resort. The CBO has cautioned banks not to increase the cost of borrowing to
consumers given ample liquidity in the system. (Oman Observer, 2023)

a. Discuss the impact of increasing interest rates on investment. (2 marks)

b. Determine and explain the monetary policy followed in the above scenario.
(2 marks)

c. Discuss the direction given by the CBO to the commercial banks in Oman in this
case. (2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics Second Session — First Semester Academic Year: 2023/2024

Question Two: (continued)

27) The following figure shows the costs and revenue curves for a producer who sells his
product in a monopolistic competition market.

§

0 Q Output

Based on the figure above, answer the following:

a.

Does the figure above show the equilibrium in the short run or the long run?

Justify. (2 marks)
Which output level represents the maximum profit for this producer? Justify.

(1 mark)
In the figure above, if AC = AR, what will be the effect on the profit? (1 mark)
Discuss how the firm can achieve productive and allocative efficiency. (1 mark)
What is the meaning of non-price competition? (1 mark)

[End of the Examination]

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2022/2023

Question One: Multiple Choise (Iltems 1 - 6) (6 marks)

There are 6 multiple-choice items worth one mark each.
Shade in the bubble ((O) next to the correct answer for each of the following items.

1. In which circumstances will country X have a comparative advantage in the production
of rice over country Y?

O
O
O
O

when X has lower costs production rice than Y.
when Xis in a customs union and Y is outside that union.
when X uses dollars for trading and Y uses a different currency.

when X uses more units of labour than Y to produce rice.

2. The diagram below shows an economy with an initial equilibrium real output of Y1 at
a price level of P1.

AS, AS,

price
level

P4

real output

Which combination of events is likely to cause the equilibrium real output to rise to

Y2?

O
O
O
O

an increased budget deficit and a fall in energy costs.
an increased budget surplus and a rise in energy costs.
an increased trade deficit and a fall in indirect tax.

an increased trade surplus and a rise in indirect tax.

3.  What is indicated by an economy'’s terms of trade?

0000

The degree of its dependence on imports.
The international competitiveness of its exports.
The purchasing power of its exports relative to its imports.

The relative strength of its currency in the foreign exchange market.

Do not write in this space
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Question One: (continued)

4. A government reduces the benefits that it pays to unemployed workers to increase
their incentive to work.

Which types of macroeconomic policies are being used?

fiscal policy monetary policy |supply-side policy
O v X X
- v v x
O v x v
O x X v

5. The table below shows an approximate summary of the current account of the
balance of payments for Thailand.

Bank of Thailand current account
(millions of USA dollars)
April 2018
1 exports 18 990
2 imports 18715
3 trade balance 275
net services, primary
4 income and secondary 1130
income

What is the current account balance, in millions of USA dollars?

-855
1405
1680
39,110

0000

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2022/2023

Question One: (continued)

6) The economy in the diagram below is initially in the macroeconomic equilibrium listed
below.

Which change will definitely result in a rise in real output?

A AS
price
level
AD
O real output

a fall in personal taxation and a fall in government expenditure.
a rise in consumption and a rise in the cost of raw materials.

a rise in export revenues and a fall in import expenditure.

0000

a rise in government expenditure and a fall in investment.

Do not write in this space
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Question Two: (6 marks)

Fill in the gaps with the following words, There are four extra words in the box.

Progressive tax Sunk costs Oligopoly Infant Variable costs

Predatory Automatic . . Perfect
. . Regressive tax Dumping o
pricing stabilizers competition

10.

11.

12.

When a firm sells its goods below average cost to force competition out of the

market is called

The costs that cannot be recovered and act as a barrier to exit from the market are

regarded as

industries are new industries that have a low output and a

high average cost.

is selling products in a foreign market at below their
production cost.

is a tax which takes a larger percentage of the earnings of
those on low incomes.

are changes in government spending and taxation
that occur to reduce fluctuations in aggregate demand without any alteration in
government policy.

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2022/2023

Question Three: Extended Response (Items 13 — 24) (48 marks)

Write your answer for each of the following questions in the space provided.

13. In recent decades, governments have generally tended to impose indirect taxes.
Explain this issue by elaborating on four significant advantages in direct taxes against
direct taxes. (4 marks)

14. What are the disadvantages of indirect taxes versus any other types of taxes?
(4 marks)

15. Can a country have a comparative advantage in all products? Justily your answer.
(4 marks)

Do not write in this space
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Question Three: (continued)

16. Oman’s main export is oil and gas. The Figure below shows Oman'’s current account

and its oil and gas exports. Answer the following questions. (4 marks)
20000
15000
PR
’ \
’ \
/ \
N ;-
/ \y, \ / \
_ 4 \ \ ’ \
s P \ -
% 5000 /
- 7
s S m =

199871999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

-5000

-10000

e Current Account == == Qj| & Gas Export

(year)
Figure 2: Current Account in Oman

a. Explain what it generally implies when a country’s current account shows a deficit.
(1 mark)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2022/2023

Question Three: (continued)

b. In the case of Oman, discuss the most likely rationale behind the current account

deficit since 2015. Give reasons. (1 mark)
c. Which years did Oman have a current account surplus? (1 mark)
d. List three major reasons for current account surplus. (1 mark)

17. What is the difference between a budget surplus, a budget deficit and a balanced
budget? Which of these three budget outcomes is currently the case in the USA.
(4 marks)

Do not write in this space
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Question Three: (continued)

18. Figure 3 below shows the domestic supply and demand for an imported good. The

world price is $15 per unit. Answer the following questions

Price (dollars per unit)

Quantity (millions of units per year)

(4 marks)

a. Atthe world price of $15 per unit, what is the domestic consumption and the

domestic production?

(2 marks)

b. What is the quantity imported at the world price of $15 per unit?

(2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester

Academic Year: 2022/2023

Question Three: (continued)

19. Figure 4 shows the USA foreign exchange market. If the expected future exchange
rate falls:

a.

105

100

95

90

80

Foreign exchange rate (yen per dollar)

1 2 3 4
Quantity (trillions of dollars per day)

Show on the graph how the exchange rate changes.

(4 marks)

(2 marks)

Do not write in this space
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Question Three: (continued)

b. Does the dollar appreciate or depreciate? (2 marks)

20. In imperfectly competitive markets, there are various barriers to entry and exit.
Explain firms’ predatory pricing and potential collusion under Cost Barriers. Provide
at least four example in your explanation. (4 marks)

21. When oil prices rose in 1973, higher unemployment and inflation occured in the USA
and most oil-consuming countries. (4 marks)

a. Draw the aggregate demand(AD)- aggregate supply(AS) model to depict what
happened before and after the oil shock. (2 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2022/2023

Question Three: (continued)

b. Explain why an expansionary supply-side policy may lead to better results.
(2 marks)

22. s it correct to argue that deficit countries are harmed while surplus countries benefit
from international free trade? Justify your answer. (4 marks)

23. What are the four conditions that define a perfect competitive market. (4 marks)

Do not write in this space
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Question Three: (continued)

24. Explain why public utilities such as electricity, water and gas have consistently been
put forward to support their public ownership. (4 marks)

[End of the Examination]

Do not write in this space

12

aoeds siy3 ul 931um J0u oq



Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2022/2023

13




Diploma, Bilingual Private Schools, Economics First Session — First Semester Academic Year: 2022/2023

14




Sl ougaillg puliall j4p0

The Center for Educational Assessment
and Measurement (CEAM)

F T
Ol eis)
P CE g P e
Twrt o A )gk)()(}

(a2l d513) dolsd! puylaalt plall eudsdll pglss (lowial
XYY /XXy - o VetE gyl plall
JoYI gl Jadll - GI 9l

Olele &M DY o o
gty BBy5)l § Lol o

sLadyl 3ol o
Oloio (A) G A

H-0)
:
-~

¥y Tales cailoxtal 85 @il (oo ST Gl oz
GBIb dalug i dis Jgsus 929 « Bran pdy Blid (Fady
DY e slgtY) azy dislll

& Loy plell pulsl] pobd Slloxtel Byls] baslgdy iVl oy
SlehoVly julal) clo,=s Julgall ody) dddle dls olgiue
YV0 [ OM 635 &3l3el AL lade (osaill Glshslly
GV el ol AL Slowzal) il (s Dl puizll ey
.(\35,‘»;3” ‘9i

Jelbay saszze (e Hlas¥l dlzul (s LoVl pudill psdy

13V gdgadl 385 () Ul

(oo Oloe dalw dsole

e O 3,0 O

obel O hiw. @B

e

wiss pployl o)l plascaly () JSa)) Jlbss oy :dlaoMo

sl ely2Y Dlisy prasl dasdl

® Q poon @ poo

dogoe Oloudss

sy oo JBVI e 3B siie U Oloaal) deB ] ssamdl
Ol ()

Oblally gelall Lajlials dsgll Cos bs Jool jlas]
(OsSIl daSUl o1 pably eland! dalasall) s3lb phd¥l o
22 00 gl S ge Gltiegy ¢ SR gouldl g3l
Oloaiil] gaaz e gigs cplell 3ol ph¥l b iy onslesl
Ol GleBy 5S,b) Jsls G £lus))

JY el B3azly DA (ilsg)l Cldaol duoakl e sy
LS 43yl Olells duassll Cowlssdly poatl 9Ty
Sl Casally CMlexbls du el daall OIS dalsd] OV
5l Bolodl CVs dygudl CSlasdly I, Sills 3y dcwlyul)
Oloaa¥l BYe & o5 Sy lgs g O LT Al

Jlsb 3S,0 dsls Giaad) OlslyaY JlaaYl gomedl Js o
Ol bl




Diploma, Bilingual Private Schools, Economics Second Session - First Semester Academic Year: 2022/2023

Lowoal o Y c’ésg.eu.c’ <




aoeds siy} ul 9314m jou oQ

Diploma, Bilingual Private Schools, Economics

Second Session — First Semester Academic Year: 2022/2023

Question One: Multiple Choise (Iltems 1 - 6)

(6 marks)

There are 6 multiple-choice items worth one mark each.
Shade in the bubble ((O) next to the correct answer for each of the following items.

1. In which circumstances will country X have a comparative advantage in the production
of rice over country Y?

O
O
O
O

When X has lower operating costs in producing rice than Y.
When Xis in a customs union and Y is outside that union.
When X uses dollars for trading and Y uses a different currency.

When X uses more units of labour than Y to produce rice.

A

2. Given the status of the economy in the figure opposite, AS

which of the following would cause the least concern
among relevant economic policy objectives?

O
O
O
O

Price Level

Economic growth.

Higher national income. p \

Low unemployment. .
Real GDP

Price stability.

3. All of the following are policy tools, except for:

O
O
O
O

Interest rate.
Money Supply.
Credit regulation.

Government expenditures.

4. A country’s trade is balanced when.

0000

Its government expenditures are equal to its tax revenues.
Its net exports are greater than zero.
Its net exports are equal to zero.

Its imports exceed its exports.

Do not write in this space
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Question One: (continued)

5. The theory of comparative advantage is credited to:

0000

David Ricardo.
Adam Smith.

Milton Friedman.

aoeds siy3 ul 931um J0u oq

John Maynard Keynes.

6. The economy in the diagram below is initially in the macroeconomic equilibrium listed
below.

| ' AS
price
level
AD
o real output

Which change will definitely result in a rise in real output?

0000

A fall in personal taxation and a fall in government expenditure.
A rise in consumption and a rise in the cost of raw materials.
A rise in export revenues and a fall in import expenditure.

A rise in government expenditure and a fall in investment.

Do not write in this space
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Question Two: Fill in the Blank (Items 7-12) (6 marks)
Fill in the blank using the following phrases. There are four extra phrases.
. . automatic .
Infant fiscal policy stabilisers normal goods sin tax
Natural : monetary balance of
regressive tax | terms of trade .
Monopoly policy payment

10.

11.

12.

The changes in a government’s budget occur for two reasons. If a deliberate decision

of a government causes these changes, it is called

If the changes in government taxation and spending happen to reduce fluctuations in
aggregate demand without any alteration in government policy, they

are called

high average cost.

A numerical ratio of export prices and import prices is called

The electricity industry, for a long time, was considered a

because it was controlled by one entity.

those on low incomes.

industries are new industries that have a low output and a

Do not write in this space

is a tax which takes a larger percentage of the earnings of
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Question Three: Extended Response (Items 13 — 24) (48 marks)

Write your answer for each of the following questions in the space provided.

13. In recent decades, governments have generally tended to impose indirect taxes.
Explain this issue by elaborating on FOUR significant advantages indirect taxes have
over direct taxes. (4 marks)

14. What are the two disadvantages of indirect taxes versus any other type of taxes?
(4 marks)

15. Can a country have a comparative advantage in all products?
Justify your answer. (4 marks)

Do not write in this space
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Question Three: (continued)

16. What is the difference between a budget surplus and a budget deficit? (4 marks)

17. Figure 3 below shows the domestic supply and demand for an imported good. The
world price is $15 per unit. Answer the following questions.

T : S
> : :
o J O, -— S (aT S
e :
B 25 [ o SN S W
[¢} :
= :
8 20 | i N
a Wprld
: price
15 -
D
[0 ) PSR o —— S TSI TR
1 i i |
0 2 4 6 8
Quantity (millions of units per year)

a. Atthe world price of $15 per unit, what is the domestic consumption and the
domestic production? (2 marks)

b. What is the quantity imported at the world price of $15 per unit? (2 marks)

Do not write in this space
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Question Three: (continued)

18. Define absolute and comparative advantage. (4 marks)

19. How is a floating exchange rate determined? Why do currency traders buy the local
currency? (4 marks)

Do not write in this space
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Diploma, Bilingual Private Schools, Economics Second Session — First Semester Academic Year: 2022/2023

Question Three: (continued)

20. Why might unemployment not fall despite increased government spending and
reduced taxes? (4 marks)

21. List TWO types of government spending and provide ONE example for each.
(4 marks)

22. s it correct to argue that deficit countries are harmed while surplus countries benefit
from international free trade? Justify your answer. (4 marks)

Do not write in this space
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Question Three: (continued)

23. What are the FOUR conditions that define a perfect competitive market (4 marks)

24. The following table shows the averages of index of Export prices and index of import

prices in a country in different years. Answer the following questions. (4 marks)
Terms of Trade _ Index of average export prices % 100
(TOT) Index of average import prices
Year Index of Export prices | Index of import prices
2020 102 96
2021 94 100
2022 92 99

a. Define imports, exports and terms of trade.

b. Calculate the Terms of Trade for the year 2022.

[End of the Examination]
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