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Directions: There are three sections. Follow the directions for each section and
note the marks asseciated with each. Place the multiple choice answers on the
speciaily designed MCQ answer sheet. Each of the other sections should be
answered in a separate answer booklet. Show all of your work. Good luck.

Section A: Maultiple Choice (90 marks)

There are thirty (38) multiple choice questions to be answered on the special sheet
provided.

Please enter your ID number on the answer sheet. Enter § in the last of the nine
boxes. Also on the answer sheet write your name and degree.

Negative marking will be used for the multiple choice questions. For each correct
answer you will receive a score of 3.0, a score of 0 if the question is not answered. If
the questioned is answered incorrectly, a score of —0.6 will be given. For each
question only one answer will be accepted. If you make a mistake on the answer sheet
you must erase or “white-out” the incorrect answer. Merely crossing out the wrong
answer will not work,



1. Which of the following is not a component of Aggregate Demand?
a. Savings
b. Consumption
c. Investment
d. Government Spending

2. The higher the Marginal Propensity to Consume, the
a. higher the Marginal Propensity to Tax
b. higher the Marginal Propensity to Save
c. lower the Multiplier
d. higher the Multiplier

3. The Multiplier in Ireland is
a. lower because of the high amount of imports
b. higher because of the high amount of exports
c. high because of the European Union
d. none of the above

4. Which of the following is part of a Expansionary Fiscal Policy:
a. an increase in taxes
b. an increase in government spending
¢. an increase in the money supply
d. both (a) and (b)

5. Gross domestic product:

a. isthe market value of all final goods and services produced within a
country in a given period (usually a year).

b. is the income in the hands of individuals after deducting income taxes;
income available to households to spend and save.

c. isthe value of goods and services purchased by all levels of government -
federal, state, and local - in a given period.

d. isthe market value of all final goods and services produced by permanent
residents of a nation in a given time period.

6. The difference between the Irish gross national product (GNP) and gross domestic
product (GDP) is:
a. GNP measures Irish output produced regardiess of location; whereas GDP
measures output produced only in the Ireland.
b. GDP measures Irish output produced regardiess of location; whereas GNP
measures output produced only in the Ireland.
c. GNP includes depreciation (capital consumption allowance) whereas GDP
excludes depreciation.
d. GDP includes depreciation {(capital consumption allowance) whereas GNP
excludes depreciation.



7. Suppose that nominal GDP is $6,000 billion and real GDP is $3,000. What is the
GDP price deflator? -

a. 125

b. 150

c. 200

d. 250

8. John Brown stops looking for work because he believes his prospects are so poor
he is unlikely to find a job. The Central Statistics Office would classify John as:
a. not in the labour force.
b. on layoff.
c. unemployed.
d. employed as a household worker.

9. The natural rate of unemployment:
a. is caused by cyclical business conditions.
b. is the normal rate of unemployment around which the unemployment rate
fluctuates.
c. results from both frictional and cyclical economic conditions.
d. is not present when the economy is at the peak of an economic boom.

10. If a country's total population (age 16 and over) is 40 million, with 1 million
unemployed and 24 million currently holding jobs,

a. the unemployment rate is 2.5 percent and the labour force participation
rate 1s 60 percent.

b. the unemployment rate is 4 percent and the labour force participation rate
is 60 percent.

¢. the unemployment rate is 4 percent and the labour force participation rats
i5 62.5 percent.

d. the unemployment rate is 4.2 percent and the labour force participation
rate 1s 96 percent.

11. The unemployment rate is equal to:
a. the number of persons unemployed divided by the number employed.
b. the number of persons unemployed divided by the number in the labour
force.
c. the number of persons unemployed divided by the population age 16 and
over.
d. the number of persons working divided by the population age 16 and over

12. According to the theory of efficiency wages:
a. cultural factors are the major cause of the pay gap.
b. differences in human capital strongly influence the efficiency of women.
c. wages above the equilibrium level are paid by firms in order to increase
efficiency and production.
d. higher female unemployment explains why it is efficient to pay women
less than men.



13. The velocity of money is:
a. the rate at which the price index for consumer goods rises.
b. the multiple by which an increase in government expenditures will cause
output to rise.
c. set by the Director of the Irish Central Bank.
d. the average number of times a pound is used to purchase newly produced
goods and services during a year.

14. The relationship of the money demand curve to the value of money is shown by
its:

downward slope.

upward slope.

horizontal position.

vertical position
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15. If the monetary authorities continue over time to expand the supply of money
more rapidly than real output, the probable result will be:
a. inflation.
b. lower nominal interest rates.
C. anincrease in real aggregate supply.

d. adecline in the velocity of money.

16. When a currency appreciates, the:

prices in that country are falling.

prices in that country are rising.

currency buys fewer units of another currency.
currency buys more units of another currency.
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17. The trade balance measures:

a. the amount of goods a country exports minus the amount of goods it
imports.

b. the total amount of foreign exchange entering an economy minus the
amount of the country's own currency leaving the country.

¢. the amount of a country's assets owned by foreigners minus the amount of
foreign assets owned by citizens of the country.

d. the amount of money loaned to foreigners minus the amount borrowed
from foreigners.

18. When a country exports more than it imports, it experiences:
a. great wealth.
b. inflation.
c. atrade deficit.
d. atrade surplus.



19. The Irish pound would have appreciated if .

a. it had been exchanging for one US dollar, but it can now be exchanged for
two.

b. Ireland had a balance of trade surplus.

c. it had been exchanging for three US dollars, but it can now be exchanged
for two.

d. the number of pounds demanded in the foreign exchange market
decreased.

20. A tariff differs from a quota in that:
a. atariffis levied on imports, whereas a quota is imposed on exports.
b. atariff is levied on exports, whereas a quota is imposed on imports.
c. atariffis a tax levied by a foreign country, whereas a quota is a limit on
the total trade allowed.
d. atariffis a tax imposed on imports, whereas a quota is an absolute limit to
the number of units of a good that can be imported.

21. Which of the foliowing occur during a recession?
a. increases in unemployment
b. decreases in real output
c. decreases in real income
d. all of the above

22. If consumer confidence improves sharply, then in the short run:

aggregate demand shifts left, the price level falls, and real output falls.
aggregate demand shifts right, the price level rises, and real output rises.
aggregate supply shifts right, the price level falls, and real output rises.
aggregate supply shifts left, the price level rises, and real output falls.
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23. Critics of policy activism argue that the effects of monetary policy are uncertain
due to:
a. lags in recognizing the need for policy action.
b. an erratic velocity of money.
c. the general flexibility of prices and wages.
d. erratic behaviour on the part of the Central Bank.

24. In the short run, an open market sale of government securities by the Central Bank
will cause:
a. the money supply curve to shift to the right,
b. the money supply curve to shift to the left.
c. the rate of interest to fall.
d. the government to pursue a fiscal policy designed to decrease aggregate
demand.

25. The “Crowding-Out” effect of government spending refers to
a. too many government workers
b. large government surpluses affecting the budget
C. government borrowing affecting the interest rate and private investment
d. the inefficiency of government debt



25 Deman CI sanagement p:&icies
2. were advocated bv Keynes
b. refer to boosting the economy during recessions and siowing the economy
during booms '
c. are always and evervwhere effective
d. both (a) and {b}
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increase in the price of foreign goods will cause
a. the aggregate demand curve to shift down and to the left.
b. the aggregate demand curve to shift up and to the right
c. the aggregate supply curve to shift up and to the Ie
d. the aggregate supply curve to shift down and to the right.
ive Register is usually z larger measure of unemployment than the Labour
orce Survey because:
a. peop.e such as homemakers are not included in the labour force, yet mey
eceive social welfare benefits

b. mempxovea people who are not actively seeking work are not counted as
unemployed vet receive social benefits.
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Section B: Short Macroeconomic Questions (85 marks)

For the toiiow' g questions, read the newspaper article, refer to the provided graph or
i er all of the questions. There are nine (9) questions in ail.

i)

LRAS  spas, sRAS,

Answer guestions 1-3 based on the above graph.

tarting from full employment equilibrium, if the Central Bank bought
vernment boads, the short term effect would be represented by the
novement between which two equilibrium points on the above graph?
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2. Starting from full employment equilibrium, if the Central Bank bought
government bonds, the long term effects would be represented by the

vement between which two equilibrium points on the above graph?
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Starung from full employment equilibrium, if there were an increase in the
value of the Euro, the short term effect would be shown by a movement
between which two equilibrium points on the above graph?
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Gross Domestic
Product

1598 1569

Consumption -

sumption 38.967 43.304
Investment o Aa .

! 18,013 21,434
Government
Spending 10,136 10,889
Exports n om

P 63,874 72,360
Imports

Total GDP

v

Al figures in millions of Euros.

daswer questions 7-9 based on the above table.
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"What is the growth rate in GDP from 1998 to 15997

£ GDP are imports and what percentage are experts

decreasing?
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Section C. Applied Economics {(20¢ marke)

Please use a separaie answer book (s) for this section.

Answer five of the following questions. All questions are worth egual marks.

1.

™D

L)

P

Consider the market for taxi licences in Dublin. Use diagrams 10 illustrate the
relationship between the ‘official’ market and the sccondary market for rayi
licences.

Iiustrate on these dizgrams the effect of an increase mn the demand for raxi
licences.

Why has the demand for taxi services i Dublin increased in the last ten vears?

Consider the market for an agricultural commodity that is traded on the world
market. Its equilibrium price is 10 Euro’s, At this price European consumers cap
buy all they want. Some Europear farmers are willing to produce the commodity
at this price but most think the price is too low., Suppose European farmers
persuade the Evropean Commission to put @ tax of 50 per cent on this commodity,

v on a diagram the effects

a { of this tax (knowrn as o tariff Jomiay
uropean production of this commodity and
,-{

V Europezn consumption of thic
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1€ the aietinciive characteristics of information as an econom]

te
are the most important developments in the information economy in

X Years ago a survey in Galway found the following prices of poiatoes -
£1.99, £2.49, £2.50, £2.79 and £2.99. A survey of electric cookers found the
following prices - £199, £205, £210, £220, £221, £223 and £2609.

What does economic theory have to say about the amount of time that a consumer
will spend searching for low prices? '

What effect will this behaviour have on the variation in the prices of £00ds such
as potatoes and cookers?

1

xpiain how vou would use the inf rmation on the prices of cookers and potatoes
» test this theory (vou do not have to carry out any calculations but if you can you

nould explain how the coefficient of variation is calculated),

)
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‘he Economic and Social Research Institute conducts survevs of income
aistribution and poverty in Ireland. Explain as clearly as vou can how poverty is
casured in these surveys. Discuss how the extent of poverty has changed in
Ireland between 1994 and 1997,
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Discuss the factors that have been used to explain the rapid economic srowth in
> L g
Iralan

irziand ovzr ine past ten v=2ars.
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Gaiway. Explain the *ijf:caitzes in measuring the costs and benefits of such a

122 govarnment is considering building a new motorway between Limerick and

What is he Euro? The inireduction of the Euro and its subsequent fall in vaiue
1ave led 1o discussions in Europe about various economic and menetary pelicy
issues. Which issues have been debated? Outline the debates that have take



