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Direetions: There are three sectwns Jfor this exam. Read all the dzrectmns for each

- section. Write, your answers in a separate booklet for each section. You may use a

- calculator for some prablems, but show all your work. G’ood luck and enjoy your
summer. . | »

Sectmn A:  Microeconomics (100 marks)

* Answer the followmg questlon ﬁJlly

1. Explain why demand curves slope down. Include more than one explanatxon Use
' graphs where appropnate Use indifference curves in one. explanatxon



- Section B: Macroeconomics (100 marks)

“ ™ Short Problems: (20 marks) Answer the following questions by using the data in the
table provided. Each question is five marks. : "

Gross Domestié, : 1998 1999
Product o
Consumption 38967| = 43304 |
Investment 18013 | 21,484
Government B ; ‘

Spending 10,136 10,889
Exports 63874| 72,360
Imports -55,013 62,505
Total GDP 75077| 85,532
- Consumer Price ‘ : o
Index(1990 = 100) | 119.6 122.9

Allﬁgures except the Consumer Price Index are in millions of Euros.

1) What was the inflation rate from 1998 to 1999?

2) Based on the numbers above what is an estimate of the Marginal Propensity to
Consume and the Marginal Propensity for Imports in 19997

3) Assume that the tax rate is 30% of income, based on the data prdvided, what is
the multiplier in 1999? ' - ‘ .

4) Using the inultiplier ydu found in question (3), what would be the effect on
total GDP of an increase in Government Spending of 2 million euros?



Essay.z (80 marks) Anmr only ONE of the foﬂawmg two questzans o

1 Dlscuss the role of the Central Bank in an ecénomy Lxst" ﬁrst 1ts toels and -
charactenstxcs Then’ ddres ¥ of the followmg pomts o «

a) How do yt

egian econormsts and Neo-classwal econoxmsts dlffer m thelr
,opmlons ; G e R B

ole of a Central Bank?

| b) What are the dxﬂ'erences in pohcxes followed by a central bank whxch -
- engagesin mﬂatlon-targetmg versus a central bank wlnch engages in growth- :
targeﬁng? e \ ; '

c) What are the economlc eﬁ‘ccts of any actwns taken by the central bank?

i d) What are some Of the problems cedi‘by the Insh Central Bank and the
e Eumpean Centra;l Bank? ' ' ,

o i, OR__'

| 2 Dlscuss the dlﬂ‘erences between econonnc pohcles whlch focua on demand

in its economic p



Sectlon C Applled Economlcs (100 marks)

Please use a separate answer book (s) for th13 sectlon

Answer four of the followmg questlons All questlons are worth equal marks

1.

Consrder the market for tax1 hcences in Dubhn Use dragrams to ﬂlustrate the
relationship between the oﬁiclal’ market and the secondary market for faxi
licences. r , r r ‘

Illustrate on these dlagrams the effect of an mcrease in the demand for twcz
Izcences

Why has the demand for taxz servzces in Dubhn mcreased in the last ten years?

Consuder the market for an agncultural commodtty that is traded on the world
market. Its equlhbnum price is 10 Euro’s. At this price European consumers can
buy all they want. Some European farmers are willing to produce the commodity
at this price but most think the price is too low. Suppose European farmers
persuade the European Cormmssron to put a tax of 50 per cent on thts commodlty

Illustrate carefully ona dragram the effects of this tax (known asa tanﬂ) on (a)
European productlon of thls commochty and (b) European consumptlon of this
commodxty ‘ S ,

Analyse the welfare effects of thrs tax on European consumers, (b) European

- producers and (c) the European Comrmssmn Taklng everything into account do
~ you thmk this is a good policy? '

. A few years ago a survey in Galway found the following prices of potatoes -
- £1.99, £2.49, £2.50, £2.79 and £2.99. A survey of electric cookers found the
,followmg prlces £199, £205, £210 £220, £221, £223 and £269 ‘

- What does econormc theory have to say about the amount of nme that a consumer
w1ll spend searchmg for low pnces"

What effect will th:s behavrour have on the variation in the pnces of goods such
as potatoes and cookers? :

Explain how you would use the mformatlon on the prices of cookers and potatoes

~to test this theory

'Dlscuss the factors that have been used to explam the rapid economic growth in
TIreland over the past tenyears. «

The government is con51denng bulldmg a new motorway between Limerick and
Galway. Explain the drﬂicultles in measurmg the costs and benefits of such a
project. : :



;. 6. What is the Euro? Why has the Euro fallen in value since it was launched on

- January 1% 19997 Should the European Central Bank be don;tg more to maintain
the value of the Euro?



