Macroeconomic Theory
Spring 2011
Problem Set 7

1. Do the odd numbered problems at the end of Chapter 14 – 1, 3, 5, 7, and 9.
2. Do problems 1 and 2 at the end of Chapter 15.
3. Do the problem after the appendix at the end of Chapter 15.
4. Do problems 1, 3, and 4 at the end of Chapter 16.
5. In the 1960s, the Phillips curve served as the central focus for the discussion of the macroeconomic stabilization policy.  What made it so useful then?  Evaluate its use for contemporary policy purposes.
6.  Despite a long history of discussion, inflation remains a problem that interests economists. Discuss why inflation remains both an interesting conceptual as well as empirical problem.
7.  Many people believe that reduction of the Federal budget deficit should be a major policy priority.  Select a model and discuss the consequences of a large budget deficit.  Be sure to discuss both the means used to reduce the surplus and the degree of openness of the economy.
8.  In March 1990, John Taylor, member of the President's Council of Economic Advisors, advised Mr. Bush and Mr. Greenspan to "Declare clear and credible goals, devise rules...to reach those goals, and deviate from the declared path infrequently."  What did he mean by the terms credible and rules?  
