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— ~ iE $FM/Choice questions: (18%)

1.

Following statements are about the neoclassical theory of distribution, which one is correct?
(A) is a theory of how national income is divided among the factors of production

(B) is rejected by most economists today

(C) demand for the factors of production is not affected by its margmal productlon

(D) shows that the national income of an economy is not equal to total output

If output is described by a Cobb-Douglas production function, then the production function has:
(A) a degree of returns to scale that cannot be determined from the information given

(B) increasing returns to scale

(C) diminishing returns to scale

(D) constant returns to scale

What does the marginal product of labor mean?

(A) value of additional output when one dollar's worth of additional labor is added

(B) additional output produced when one additional unit of labor and one additional unit of capltal are
added

(C) output divided by labor input

(D) additional output produced when one additional unit of labor is added

If the money supply is held constant, then an increase in the nominal interest rate will the demand
for money and the price level.

(A) decrease; decrease

(B) decrease; increase

(C) increase; decrease

(D) increase; increase

If the average price of goods and services in the economy equals $10 and the quantlty of money in the
economy equals $200,000, then real money balances in the economy equals:

(A) 2,000,000

(B) 200,000

(C) 20,000

(D) 10

All of the following are reasons for frictional unemployment except:
(A) the flow of information is imperfect

(B) workers have different preferences and abilities

(C) geographic mobility takes time

(D) unemployed workers accept the first job offer that they receive

All of the following are causes of structural unemployment except:
(A) efficiency wages

(B) unemployment insurance

(C) minimum-wage laws

(D) the monopoly power of unions
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8. Inthe Solow growth model, the assumption of constant returns to scale means that:

o

(A) all economies have the same amount of capital per worker

(B) the number of workers in an economy does not affect the relationship between output per worker and
capital per worker

(C) the steady—state level of output is constant regardless of the number of workers

(D) the saving rate equals the constant rate of depreciation

According to the Solow model, persistently rising living standards can only be explained by:
(A) capital accumulation

(B) saving rates

(C) technological progress

(D) population growth

~ f§§ & 88/Briefly answer the following questions: (32%)

. Exhibit: Quantity Consumed and Price of Good

Base Year  Later Year

Price of good A 100 200
Quantity of good A 100 200
Price of good B 100 100
Quantity of good B 100 100

In the exhibit, the citizens of country Farfaraway come to desire more of good A. As a result, the quantity
and price of the good both rise.

a. Compute nominal GDP in the base year and later year. (4%)

b. Compute real GDP in the base and later years (in base-year prices). (4%)

c. Compute the GDP deflator in the later year, using your answers to parts a and b.? (2%)

d. Compute a fixed-weight price index for the later year, using the base-year quantities as weights. (2%)

For this problem assume that time progresses in discrete units. Suppose that the economy is summarized
by the following:

Technology: ¥, =10K*(4,L,)""

Consumption Function: C, = 0.87,

Depreciation rate: 10% (i.e., 6 =0.10) .

Population growth: 2% (i.e. n=0.02)

Technological growth: 1% (i.e. g=0.01)

a. Find the per effective labor unit production function. (2%)
b. Find the per effective labor unit steady state investment function. (2%)
c. Find the steady state (long run) equilibrium values of i,, %,, y,, ¢, and s, for the economy. (10%)

Thomas Sargent and Christopher Sims were awarded jointly for the Sveriges Riksbank Prize in Economics
Sciences (also known as Nobel Prize in Economics) in 2011. Please briefly describe (in 1 or 2 sentences)
their main contnbutlons in Macroeconomics for 2011 Nobel Prize. (6%)
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C:%Yd+l7 » G =50
I=-;—Y~5r+15 ' M, =108-9r

T:%Y—IO 'M,=81>P=1
(C:¥& 1:'#& G BUNZH 1, XiFeE Y:ERFAE 7Rk
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(1) FRFATH R SIEE /S (3% > LLBERAGCYE B 1-1) -

(2) #HRFEATHR B ST (3% LLBRAGY B 1-2) -

(3) HARIEATIHE R B H G B RATAF A EAREUY) > EFH 58 E IS LM BAZAGEK
M EM% B 1-3) - ;

(4) WwRBUGHEHBRAIFERS 100 B85 FRARERLELEZTEHHEM - (5%)

2. (10%)—EMA LR GEA "H-AEE (FMGBL) 4 R ZRAHEHEME TR
(BB) y » A L& e RAKR B A¥ia g AMe T EEH(kid roll) - @ x F4KBEE
"RAL THER/RAERFE, RTBLI0FAHS T - 5 MAEHMAFE © T10 F37 2 &8 AwAT
ol LB TURMK 1088 gL 1 TMEFHRELHBEBE - :

(1) BxE 10 £ RBEWKREAHE > GREIMMARNGSER? FRARS - (4%)

(2) BxE 10 F MM KA R EEAEFNBEBIKS AL 50968 1506 > BRI ERERE
BRABE THHAEE ) RATRGWTFATERE - WBREEXAA EH 7 F BT HBEU
TREGAEEERL QM AMEL TREART ) BEd - (6%)

3. (15%)Phillips sh4e (3 B HSEM ELZHXFERA  EXFTRAREEH —EE ¥R

39
(1) #W &L LA "Phillips shék, - (5%)
(2) #F42EBRA " RiAgsEM Phillips dh&g , (4%) > EHFRAREL LR 92D - (6%)
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