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1. (30%) Greta Thunberg is a Swedish teenage environmental activist on climate change whose campaigning has
gained international recognition. Protecting our environment is an essential issue nowadays. More and more people
are aware of that economic development should not destroy our nature resources. Consider a production function of
the form Y=AF(K, N, Z) where K represents capital, N represents labor, A represents technology, and Z is a measure
of natural resources used in production. Assume this production function has constant returns to scale and diminishing
returns in each factor.

(1) People are fears that we were running out of natural resources and that this would limit economic growth.
Discuss this view through analyzing what will happen to output per head if capital and labor both grow but Z
is fixed, on the condition of technical progress(growth in A).(20%)

(2) Please specify the influence of environmental problem to economic development in your own opinion. (10%)
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4. (20%) Comment on the following statement in economic perspective:
(1) “The efficient-markets theory states that monetary policy is more efficient than fiscal policy in stimulating
economic activity and increasing stock values.” (10%) :
(2) “If interest rates in the U.S. increase due to expansionary fiscal policy, then the U.S. dollar will appreciate.”
(10%) . :




