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  Economics Workshop


Cumulative Problem Set--Macroeconomics
Due: Wednesday, March 14th,, 2007, 10 A.M.
You can discuss these questions and the answers with other students but each student should write up their own answers. Answer all questions. Question 1 should have the longest answer. 
1. Explain, examine the major aspects of Keynesian Macroeconomics (use graphs, algebra when possible). In your answer, be sure to include the following:
     A. The criticism of the view that full employment was natural, the rule in a capitalist economy. Explain why Keynesian Macroeconomics concludes that unemployment is likely to occur unless  government policy is aimed at full employment.
     B. The components of aggregate demand and the role of aggregate demand in determining national income, output and employment.

    C. The consumption function and the major determinants of consumption and personal savings.
    D. The definition of investment, how it differs from savings and its role in determining the level of output and income.
    E. The Keynesian (income or output) multiplier

    F. The inflation-unemployment trade-off
   G. How fiscal and monetary policy can be used to influence the level of output, employment, and the inflation rate.
   H. Strengths and weaknesses of Keynesian Macroeconomics.
2. Define and then compare and contrast fiscal and monetary policy. Why might you prefer one to the other, under what conditions, e.g., with regards to inflation, unemployment?  How is their effectiveness limited  in an increasingly open economy? Explain!
3 Explain how the following economic statistics are defined and then present criticisms of them and what measure you would propose to replace them with.

    A. Gross Domestic Product (GDP)
     B. The Unemployment rate

     C. The Poverty rate

4. . Compare and contrast free trade vs. fair trade for U.S. trade with the third world (global South). 
In your answer, explain what you mean by each by each of them, give examples. Give major arguments for and against each of these policies, and explain who is likely to benefit and be hurt by them. Under what conditions if any, do you support free trade, fair trade?

5. Explain the difference between the government deficit or debt, and the balance of payments deficit or debt. Which one, (government or balance or international debt)  is a bigger problem, why?  What do you propose, if anything, to  address these deficits?. 





