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1. Derive expressions for an equilibrium unemployment rate from 

a. The equilibrium search model

b. The stationary efficiency wage model

2. Discuss the causes of unemployment in these two models.

3. Discuss briefly some policy measures that may reduce the equilibrium unemployment rate in each of the two models.

4. Suppose the economy experiences a change in total labour supply, for instance as a result of immigration or of other demographic factors. 

a. How would this change in supply affect the equilibrium rate of unemployment in the two models? Explain.

b. Discuss under what conditions the supply shock may lead to a reduction in wages. 

