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1. polyarchy (5 43)
2. judicial review (5 43)
3. iron law of oligarchy (5 43)
- 4. digital divide (5 43)

" 5. nation state vs. state nation (543)
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' 'f 2. 1. Consxder the following linear stochastic model with multlphcatwe uncertainty.-
Output is given by :

y=ly*+(a+u}M+b+v

where
Eu)=EW)=0, Ew)=0

Var(u)=o?, Var(v)=a?
Assume that the policy maker wants to keep y equal to desired output level

y*. Thus, the policy maker seeks to minimize. E[(y—y*)?].
Interpret your result and discuss the appropriate pohcy nnphcauon in this
context ( 2 5 points)

2. (The Neoclass:cal Growth Model) Graphically show the following results:

~ a. Anincrease in the populatmn growth rate reduces the steady-state fevel of
capital per head, X, and output per head, g. {5 pomtS)

* b. An increase in the population growth rate increases the steady-state rate of
growth of aggregate output. (10 points)
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