LCBB 5008 MGE MINI Mock 2
Week 6 
Time: 3 Hours :11.15 am – 1.15 pm
Section A.  Each question is worth 3 marks. Answer all questions in Section A
Section B: Contains one questions worth 30 marks. 
Section C Contains one question worth 40 marks
Please write your answers on the answers to section A on the exam paper. Please write your answers to section B and C on the exam paper provided. 

Section A (please see inserts)


SECTION B
Explain briefly what is meant by the circular flow of income (10 marks)
Circular flow of income is defined as the flow of money through injections and withdrawals through an economy. 
Households supply labour to firms and get paid, receiving an income. This income is spent on goods and service produced by  firms
Injections – Government expenditure, investment and exports
Withdrawals are – savings, taxation and imports. 
If injections are greater than withdrawals, then the economy will expand/grow
(Note : The reverse argument can be made also)  
Students are expected to expand on these points 
Describe the problems involved in using national income data to compare the living standards in different countries (20 marks) 
Define living standards 
· There are differences in market size 
· Differences in development of economic sectors 
· There are differences in trading structures
· Exchange rates differ and this affects valuation of living standards 
· Reliability of data collection will differ 
· Provision of government services like health and education 
· Quality of life differences 
Note these points are not exhaustive and students are expected to develop these and use examples
SECTION C 
13. 
a) Define and explain the concept of aggregate demand (15 marks) 
Define aggregate demand 
State the components of aggregated demand ( AD = C + I + G + (X-M) )
Explain how aggregate demand and each of the components  contributes to economic growth 

b) Identify three main objectives of UK government macroeconomic policy and show how a rise in aggregate demand will affect these (25 marks) 
Macroeconomic objectives – these must be defined and briefly explained 
Low inflation 
Low unemployment 
Economic growth 

Use a The AD and AS diagram show how change in AD impact the objectives above ( slides of week 7 and 8 


Total Marks 						40 marks


