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1) Suppose Congress raises autonomous taxes to help reduce the budget
deficit. How will this tax hike affect real income? The interest?

Consumption? Planned investment? (20%)
»

2) Do the following events increase or decrease the equilibrium real

wage?
(a) An increase in worker productivity due to the introduction of new
(10%)

computerized machinery.
(b) A decrease in worker productivity in response to higher oil prices

as firms “retire” machinery that is very energy-intensive. (10%)
(c) An increase in unemployment benefits. (10%)

3) Why do some people fear international trade? Defend the
protectionism viewpoint using sound economic reasoning. (20%)

4) Discuss the economic and non-economic costs of unemployment?
Please use several examples to answer the question. / (10%)

5) Evaluate the traditional arguments that a large nationai debt will
bankrupt the economy and that the primary burden of the debt will be
(20%)

shifted to future generations.




