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Please read the following carefully and answer all the questions. You should write a maximum of 

10 pages, not including the cover page and the references. 

 

 

Question 1 

 

Real wages are often used to give an impression of the performance of preindustrial economies. 

 
i. How are real wages constructed? 

ii. Present graphs of nominal and real wages for a preindustrial economy of your choice. 

iii. How do your graphs relate to theories of preindustrial growth? 

iv. Discuss briefly the advantages and potential pitfalls of using real wages as a proxy for the level of 

national per capita income. 

 

Question 2 

 

The Nobel Prize winning economist Paul Samuelson once said that comparative advantage is ‘the 

best example of an economic principle that is undeniably true yet not obvious to intelligent people’. 

 
i. Explain the concept of comparative advantage. 

ii. How did the structure of trade change between the 19th and 20th centuries? 

iii. Why do you think comparative advantage might not be ‘obvious to intelligent people’? Why do 

people often oppose free trade based on comparative advantage? 

 

Question 3 

 

‘Long lasting economic institutions must be efficient, because otherwise they would have failed.’ 

Discuss whether this is true with reference to a specific example from history. 

 

 

Question 4 

 

Classical economists would have regarded levels of taxation in Western Europe today as being 

incompatible with the levels of income we now enjoy. Present day new classical economists would 

in general support the idea that lower taxation would give higher growth. Do you agree? Justify 

your answer with reference to the historical experience. 


