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3, (15%) Answer the following questions on optimal-taxation. Keep your answers short and simple,

but be clear.

(). (3%) State a typical optimal commodity taxation problem. In particular; what is to be maximized

(ot minimized) in an optimal commodity taxation problem? What is the constraint?

(b). 3%) Suppose thete are 7 goods. Among them, only m goods are taxable. What is the
condition that minimize overall excess burden as suggested by the theory of optimal commodity

taxation?
(©). (3%) What is the implication of thé€ 2boveimifimization condition on tax rates?
(d). (3%) What is the Cozlett-Haghe Rule in the theory optimal commodity taxation?

(©). (3%) Comment oft the following statement: “Even if society has a distributional goal, it cannot be
achieved by differéntial commodity taxation.”

4. (15%) Suppose an increasing numbet of accidents due to driving undet influence of liquor have
finally caught the'attention of policymmakers:wAs, one of the efforts to reduce alcohol
consumption, the govérnment is considering a $1 unit tax gn gach upit of liquor sold. Consider

an individual consumef who cohsumes liquor and othet goods.

(a). (2%) If the demand for liquot of this paricular consumer does not change after the taxation, does

this mean that therelis no excess butden? Explain your answer.

Now consider the market forliquotas'awhele, To'makethings easier, suppose the tax is levied
on producets. Suppose that the SUpPply curve for Hguor is 0 =300,000P, where Q is the
number of units of liquor and Q is the price pet unit, and the demand curve for liquor is
0 = 5,000,000 —200,000F .

(b). (5%) Sketch a figure to illustrate the excess burden of the tax. Show the excess butden graphically

and calculate its size.

(©). (3%) Suppose that each unit of liquor consumed generates a negative external cost of §0.5. How
does this affect the excess burden associated with the unit tax on liquor? Calculate the size of the

excess burden.

(d). (3%) Continue from the above. How is the excess burden distributed among consumers and
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producers? [Hint: calculate the excess burden from consumer surplus and from producer

surplus.]

(®). (2%) If each unit of liquor consumed generates a negative external cost of $1. How does this

affect the excess burden associated with the unit tax on liquor?

10%) Answer the following questions on the Haig-Simons definition of income and the current
| £q 1g

tax system in Taiwan. Keep your answers short and simple, but be clear.

(a). (2%) Give two examples of revenu€s thatssheuld het be counted as income by the Haig-Simons

definition of income.
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. In a Solow growth model, show graphically the effect of an increase in the saving rate on the steady state
capital and output. (8%)

Show the short-run and long-run effects of expansionary monetary policy in normal times with a
Aggregate-Demand and Aggregate-Supply diagram. (8%)

The interest rate in Japan approaches zero in recent years. Explain graphically why the expansionary fiscal
policy is effective, but monetary expansion is not. (8%)

The Japanese government has tried hard to make the Yen depreciate. Show graphically how the Japanese Yen
depreciation against the New Taiwan Dollaf affectsithe tradé balance and GDP of Taiwan. (8%)

Please answer the following questions:

Unemployment has become one of the primary concerns for many gouniricss, What is the most recent
unemployment rate of Taiwan in December20127 (2%) Pléasc explain howito calculate the unemployment
rate. (3%)

The Ministry of Finance releases the informationsof public debt every month, As for now (December, 2012),
what is the approximate level of government debt of Taiwan? (3%)

The economic recessioniduring the global financial erisisin.2008-2009 has caused significant rise in
government debts in many eoumtries.\Explain why thisjoccurred. (5%)

(continued) To solve the soveteign debtproblent, some economists lirge goyernments 1o conduct expansionary

fiscal policy, please explain why this may help reduce the government debt.|(5%)
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(pure exchange economy) °

SHEE AL TR -

i (x),%,) = min{x, % }

b x| SLEONEE  BEHENIE 1 ZEBE o BENEE BRIV R 2 ZHBE - HREIEX
SEE 2B E L DR 4BURME2-

SHEE J OV AT IIRERE

w (x{,x)) = x{x]

Hoopx/ BRESHERE J EEHE S | 2 HE o MEE  HIR RNV B2 ZHE - AREE
T HHIA 4 BRI 1 UK 2 S G0 E 2

(Q)FE BRI EE | BUNE Y | 2 ISR © (5%)

(b)E 4@ 51— Edgeworth Box 455 Bl fE FLAIESE S A0S R ool 2 The VIR ERTERAS SRR3R
FRELEY AL B (5%)

() T TR SHI A E | ARENAEE ) A RHHE49 R (contract curve) & (5%)
(d)sEHEE e ER A HEEEE - (10%)

3
Ronald Coase [1991 Nobel Prize'in economics] said he was tired of competition law because “when the prices

went up the judges said it wasmonepoly, when the prices went down they said it was predatory pricing, and

when they stayed the same they said it was tacif collusion.”

(I3 E: William Landes in ¥The Fire of Truth: A"Remertibrance of Law and Econ at Chicago,” Journal of
Law and Economics (1981) p.1937)

(a):EBIERE B T AR F AV E - 600

(b)RE H o it was monopoly i 551 moREEDeide = -

A Natural Monopoly? An Abusive Monopoly? A Regulated Monopoly?

S AR TR IRAYIEERE - (5%)

(c)441 88 B vk predatory pricing FRIfBHIEE » SEEFIERE - (5%)

()$HERE H & ir was tacit collusion FITEEIEVIESRE » AR 57 Bld4f ml 82 m2 AYESE
[ElERRA  (10%)
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(DK P 2R EnRE - ()
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= x#vy & 1R K oy A % Hee€ontinuous Tapdon variables) » thif e F K
& $t(probability density fufction)ZBlRE Gty () ; 1 E AR ETE R
(joint probability densily fdnction) IR 106 1) i hdr 44 48 #l 44 2 (coefficient of

correlation) £ sy © A A A ress N R HE A AT

(1) Var(x) =jE@) = EG)" (4.7

(2) Cov(x, y) TECHISE(DE(R &)

(3)MB3% a, , d , Byaby ZBFEIEE 4 £ 3 % Cov(@iX +a, )4 hix+b,y) %
Var(x),Var (), Cov(x y) 4 & # 3L E o (Fg)

(4) p,, K& x 4= Y48 Bl <% (coeffigient Of correlatifn)e (@5

y— E(p) = Blx —EGOI = Rl Aoy, o948 il 15 #£ (cogif 1 cient of correlation)#) 4%t
wEN1 ()

(5) Bz U=a,+axrV =by+by. ab>0, "Rl p,=p. ¢ (2%)

= R AR (VoY ) BRI (Ve y ) FR A8 A 3 A (mean) 4 Fo gk B #
(variance) o #-E 8 (population)M#k ey £ ¥ p=n/2 - kAP
(sample mean) 7Y, M&Y B Uak AR A T $ p 09T fefd 3t (estimator) #4189
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wik—: ¥, & )7,, £ Ry B R g3t {E (unbiased estimators) e (E4)

. Y7 & u’ ey — AR Aa4E A (unbiased estimator) o (A7)

n

2
=3
I

i
e
i

. MYy my }7,, 2 — 48 Ek R e 4EstE (e Micient estimator) < (E4°)

¥iflw: Y A u e~ kit (consistent estimator).c (7%;)
BikE: #AKST Lo’ 8 —184F 5% A (biased estimator) + BB L #i &) R b4

( asymptotical 1y unbiased estimator) - (& 5)

mg ~ Mincer (1974) 4 F 31, 093 18 £ B& A Bk 25143 3B KE(years of
schooling) X'#h# & (earning) ¥ eg#bidi - 12 Min 5% 4 7 (education) & & £ £ &
84 4 535 8 (pos i 1vie econoni ¢ re fiifn)e 4% Hyggisass 1 2l (1inear regression model)
FHF

logY, =a+ pX, +4 i

# &k s 4 ¥ (dependent variabley, V % vi ¥ $# {( logarithmic form) &7 - #b
12 3| eh 45514 3 (estinated coefficienbs)siBAtst mBaaR 2% (estinated
standard error)% ¥R Fa: '

a i

b G =7.58 .

B =0.070

1B 3 2 =

AR $; =3.20 s, =0.00160
fEstthBah 8 R 3 Var(a) =A "

Var(p )=B
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#IER(3)89 null
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