Suva Sangam College
Year 13
Economics
Worksheet 9

Question 1
The marginal propensity to consume is defined as the

A. unchanging rate of disposable income.

B. increase in consumption that arises when income increases.

C. decrease in consumption that materialises as savings increase.

D. portion of an extra dollar of disposable income that is consumed.

Question 2
Use the information given below and your knowledge to answer questions (i) to (iv).

Note: All values are in $million.

C =100+ 0.8Y
I =100
G =500
X =200
M =300

i.  Calculate the GDP using the expenditure approach.
ii. Ifthe MTR is 0.2Y, how much tax revenue was collected by government?
iii.  Compute the amount for:
a. What is the slope of the consumption function?
iv.  Compute the amount for:
a. autonomous consumption
b. net exports

Question 3

i.  Define the term Autonomous Expenditure.
ii.  What special name is given to the slope of the consumption?
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