1

Burss kR 114 BEE EigEHLABESE B4R
%/ B %7

% # B & B 2 zmu M %2 A R 2811 B(=) & = &

1. %E%E(4oﬁ'—552$})

1. In the case of a good that has no exclusion and no rivalry, private markets fail because
A) of free-ridership.

B) this is a natural monopoly.

|C) profit is driven down to zero.

D) the quantity produced will exceed the social optimum.

2. Many people do not fully insure against risk because
_|A) they are risk averse. '

IB) the insurance companies are all crooks.

C) the insurance offered is less than fair.

D) the insurance offered is more than fair,

3. When considering trade of two goods between two people, if one person has all the endowment of both goods,
lthis allocation

A) is never on a contract curve. !
IB) will result in trade so each person has all of one good.

C) will result in trade to a equal division of goods between the two people.
D) is Pareto efficient.

4. Moral hazard occurs when contracts are written in such a way that
A) the interests of agent and principal converge.

iB) the interests of agent and principal diverge.

C) agents will wish to maximize the principal's utility.

D) production and risk-bearing efficiency are achieved.

5. Charging a higher price for a motel room to customers with dogs or cats than to customers with no pets is most|
flikely an example of

A) first-degree price discrimination.
B) second-degree price discrimination.
-|C) third-degree price discrimination.
D) actual cost differences.
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6. In a non-cooperative, imperfect information, simultaneous-choice, one-period game, a Nash equilibrium
A) will never exist.

B) will always include dominant strategies.

C) will always result in both players taking the same action.

D) may not maximize the sum of the firms' profits.

7. Assume health insurance is provided universally by the government. This would
A) force every taxpayer to bear the costs of adverse selection.

B) force every taxpayer to bear the costs of moral hazard.

. C) force the government to deal with adverse selection problems,

lD) force foreign governments to deal with moral hazard problems.

8. If the demand curve for a good always has unitary pﬁcé elasticity, what does this imply about consumer behavior?
A) Consumers do not react to a price change.
B) Consumers will spend a constant total amount on the good.
!](;) Consumers are irrational.

) Consumers do not obey the Law of Demand.

0. The ability of a monopoly to charge a price that exceeds marginal cost depends on
A) the price elasticity of supply.

B) price elasticity of demand.

|C) slope of the demand curve.

D) shape of the marginal cost curve.

10. If the utility function (U) between food (F)-and clothing (C) ean be represented as U = fFx C, the marginal|
utility of food equals

A) AfF/C.

B) JCFE.

() 1/2,/C/F.
D) 1/24/F/C.
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11. An increase in the marginal propensity to save from .1 to .2 will cause

A) an increase in the multiplier and a given change in autonomous consumption (c0) to have a smaller effect on]
output.

B) an increase in the multiplier and a given change in autonomous consumption (c0) to have a larger effect on output.

C) a reduction in the multiplier and a given change in autonomous consumption (c0) to have a smaller effect on
output. .

D) a reduction in the multiplier and a given change in autonomous consumption (c0) to have a larger effect on|

ouftput.

12. For this question, assume that investment spending depends only on output and no longer depends on the interest
rate. Given this information, an increase in the money supply

A) will cause investment to decrease.

B) will cause investment to increase.

IC) will cause a reduction in the interest rate.

D) will have no effect on output or the interest rate.

E) will cause an increase in output and have no effect on the interest rate.

13. The natural level of employment (N) will increase when which of the following occurs?
A) an increase in the markup of prices over costs

B) a reduction in unemployment benefits

IC) an increase in the actual unemployment rate

D) all of the above

E) none of the above

14. Since approximately 1970, the most stable Phillips-type relationship for the United States has been between
which of the following?

A) the rate of inflation and the change in the unemployment rate

B) the unemployment rate and the change in the rate of inflation

|C) the change in the unemployment rate and the change in the rate of inflation

D) the inverse of the unemployment rate and the rate of inflation

E) the unemployment rate and the rate.of inflation
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15. Suppose there is an increase in the saving rate. This increase in the saving rate will cause an increase in which}
of the following once the economy reaches its new steady state equilibrium?

A) growth rate of output

B) growth rate of capital

IC) growth rate of capital per worker

D) all of the above

ﬁ) none of the above

16. Suppose there is a reduction in the saving rate. This decrease in the saving rate will cause a reduction in which|
of the following once the economy reaches its new steady state equilibrium?

A) growth rate of output

[B) growth rate of capital

C) growth rate of capital per worker

[D) all of the above

E) none of the above

17. An increase in government spending will have a greater impact on net exports when
A) the marginal propensity to save is smaller.

B) the economy is closed.

C) the sensitivity of investment to income is smaller,

'rD) all of the above '

E) none of the above

18. Part of the reason for the Mexican peso crisis of 1994 was Mexico's decision to

A) allow the peso to depreciate too rapidly.

B) allow the peso to appreciate too rapidly.

|C) maintain relatively low nominal interest rates in the face of relatively high inflation.
D) maintain a roughly fixed nominal exchange rate in the face of relatively high inflation.
E) run a very small budget deficit in the face of relatively high inflation.
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19. Which of the following will cause an increase in the debt-to-GDP ratio?
A) a reduction in the real interest rate

B) a reduction in the ratio of the primary deficit to GDP

JC) a reduction in the growth rate of output '

D) all of the above

20. Arguments for placing restraints on policy makers fall into which of the following?

A) policy makers understand completely how the economy operates

) policy makers have good intentions, but end up doing more harm than good

C) policy makers do what is best for them, not necessarily what is best for the country
' ID) all of the above
E) both B and C

1. JEEEIZEE (60 %)

1. Wonderland Gas, Inc., is 2 natural gas supplier. The firm faces the demand schedule shown in the table below and|
cannot price discriminate, The company's fixed cost is $2,000 per month and its marginal cost is constant at $5
per thousand of cubic feet. The government plans to impose a marginal cost pricing rule on the company. (3£ 20
3)

(2) What will be the price of natural gas supplied by Wonderland Gas? How many cubic feet will the company

sell? What will be the firm's economic profit per month? (6 47)

J(b) How does the regulation affect total surplus? (8 47)

(c) Is the regulation in the social interest? Explain. (6 57)

Price Quantity demanded
(dollars per thousand | (thousands of cubic
cubic feet) feet per day)
5 400
15 300
25 200
35 100

45 0
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2. The figure below shows the domestic supply of and domestic demand for an imported good. The world price is|
$15 per unit. (F£ 20 43)

(a) Is this country more.likely to be the U.S. or Taiwan? Why? (4 43)

(b) At the world price of $15 per unit, what is the quantity imported? (3 53)

(c) Ifthe government imposes a tariff of $5 per unit, what is the domestic consumption and domestic production,
and the quantity imported? (4 57)

(d) How much revenue does the government collect with a tariff of $5 per unit? (3 57)

l©) How much is the deadweight loss? Indicate the sources of this deadweight loss. (6 47)

3
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Price {dollars per unit)

i World
rice
15 £

10 ...

1
0 A 4 6 8
Quantity (millions of uniis per year)
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3. In the economy of Wonderland, the commercial banks have deposits of $500 billion. Their reserves are $50 billion,
80 percent of which is in deposits with the Central Bank. There is $20 billion in Central Bank notes outside the
banks, and there are no coins. (20 77 » =& 4 5})

(a) What is the monetary base?

(b) If all the deposits are money, what is the total quantity of money?

ﬂ(c) What is the banks' reserve ratio? '

(d) What is the currency drain as a percentage of the quantity of deposits?

(e) What is the value of the money multiplier? Show your calculation.
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IQuestion 1 (10 %4~)

IR RE M G B X 2 M & 45-Fie ) N(10,25)% 32K C e 7748 P(X>C)=2P(X<C) e

[Question 2 (10 4~ 5/5)
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(2) 2 _X1+X2:L- +Xn

F BRI ARG ML A R E R R AN B R E e

|Question 3 (15 4 - 5/5/5)
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(D) gy — o Z BB = 2

() g — ppZ. 5% B £ RFR= 7
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Question 4 (10 4~ : 5/5)
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lQuestion 5 (154 -78)

FREERETHRAT BB FTRNTE M T RE W EE T WES EARE

—BHREHE e T RATE

A 5 )8 By JE Cak D5
FEEE 400 360 180 260
TR 180 240 300 400
B R 380 500 420 460

D #HFRa=005REFEFEHRBEGVELTEABETEE -
Q)FURa =005 ERRA T EHRERIVERFTELABRELE -
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Standard Normal Distribution Table

00 | 01 | .02 | .03 =04 05 | 06 | 07 | .08 | .09

0.0
0.1
0.2
0.3

‘104
1 0.5

.0000
.0398
.0793
1179
1554
1915

.0040
.0438
.0832
1217
1591
4950

.0080
0478
.0871
1255
1628
.1985

0120
0517
.0910
1293
1664
2019

.0160
.0557
.0948
1331
1700
2054

0199
.0596
.0987
1368
1736
2088

0239
.0636
1026
.1406
1772
w2 10

0279
.0675
.1064
.1443
.1808
2157

.0319
0714
.1103
.1480
41844
2190

0359
0753
1141
1517
1879
2224

106

0.7
0.8
0.9
1.0

2257
2580
2881
3159
3413

2291
2611
2910
.3186
3438

2324
2642
2939
3212
3461

28357
12673
2967
3238
3485

2389
2704
2995
3264
.3508

2422
2734
8023
3289
3531

2852
2764
3051
3315
3554

.2486
2794
3078
.3340
3577

2517
2823
3106
.3365
5590

2549
2852
3133
3389
3621

1.1
1.2
1.3
1.4
1.5

3643
3849
4032
4192
4332

3665
.3869
4049
4207
4345

3686
.3888
4066
A222
4357

3708
.3907
4082
4236
4370

3729
3925
4099
4251
4382

3749
3944
Al115
42635
4394

3770
.3962
4131
4279
4406

3790
3980
4147
A292
4418

3810
3997
4162
4306
4429

3830
4015
4177
A319
4441

1.6
1.7
1.8
1.9
2.0

4452
4554
4641
4713
4772

4463
4564
4649
AT19
A778

4474
4573
4656
4726
A783

4484
4582
4664
4732
4788

4495
4591
4671
4738
4793

4505
4599
4678
AT44
4798

A515
4608
4686
4750
4803

A525
4616
4693
4756
4808

4535
4625
4699
4761
4812

4545
4633
4706
A767
A817

2.1
22
2.3
24
2.5

4821
4861
4893
4918
4938

4826
4864
4896
4920
4940

4830
4868
4898
4922
4941

4834
4871
4901
4925
4943

4838
4875
4904
4927
4945

4842
A878
4906
4929
4946

4846
4881
4909
4931
4948

4850
4884
4911
4932
4949

4854
4887
4913
4934
4951

4857
4890
4916
4936
4952

2.6
2.7
2.8
2.9
3.0

4953
4965
4974
4981
4987

A955
4966
A975
4982
4987

4956
4967
4976
4982
4987

A957
4968
A977
4983
4988

4959
4969
4977
4984
4988

4960
4970
4978
4984
4989

4961
4971
4979
4985
4989

4962
4972
4979
4985
4989

4963
4973
4980
4986
4990

4964
4974
4981
4986
..4990

3.1
3.2
3.3
34
3.5

4990
4993
4995
4997
4998

4991
4993
4995
4997
4998

4991
4994
4995
4997
4998

4991
4994
4996
4997
A998

4992
4994
4996
4997
4998

4992
4994
4996
4997
4998

4992
4994
4996
4997
4998

4992
4995
4996
4997
4998

4993
4995
4996
4997
4998

4993
4995
4997
4998
4998




"HadeRE 114 L25E EiaBElAamId SAENSRE
% CH % 8K
®o# Bl A A BB HLE A AR 2811 B()FwE
t-Distribution Table
t
The shaded area is equal to « for ¢ = t,.

i

\; df t.100 t.050 t.025 t.010 t.005

1 3.078 6.314 12.706 31.821 63.657
2 1.886 2.920 4.303 6:965 9.925
3 1.638 2.353 3.189 4:541 5.841
4 1.533 2.132 9776 3.747 4.604

15 1.476 2.015 2.571 3.365 4.032
6 1.440 1.943 2.447 3.143 3.707
7 1.415 1.895 2.365 2.998 3.499
8 1.397 1.860 2.306 2.896 3.355
9 1.383 1.833 2.262 2.821 3.250
10 1.372 1.812 2.298 2.764 3.169
11 1.363 1.796 2.201 2718 3.106
12 1.356 1.782 2.179 2.681 3.055
13 1.350 1.771 2.160 2.650 3.012
14 1.345 1.761 2.145 2.624 2.977
15 1.341 1.753 5.131 2.602 2.947
16 1.337 1.746 2.120 2.583 2.921
17 1.333 1.740 2.110 2.567 2.898
18 1.330 14734 2:101 2:552 2.878
19 1.328 1.729 2.093 2.539 2.861
20 1.325 1.725 2.086 2.528 2.845
21 1.323 1.721 2.080 2.518 2.831
22 1.321 1.717 2.074 2.508 2.819
23 1.319 1.714 2.069 2.500 2.807
24 1.318 1.711 2.064 2.492 2.797
25 1.316 1.708 2.060 2.485 2.787
26 1.315 1.706 2.056 2.479 2.779
27 1.314 1.703 2.052 2.473 2.771
28 1.313 1.701 2.048 2.467 2.763
29 1.311 1.699 2.045 2.462 2.756
30 1.310 1.697 2.042 2.457 2.750
32 1.309 1.694 2.037 2.449 2.738
34 1.307 1.691 2.032 2.441 2.728
36 1.306 1.688 2.028 2.434 2.719
38 1.304 1.686 2.024 2.429 2.712
0 1.282 1.645 1.960 2.326 2.576




Brsie k% 114 S5E ALEBAEEREE BAFRRE -
% LR %8R
2 B Oo# BlgitE % o ABT 2 A 2R 2811 B(D)EwE
Chi-Square Distribution Table
0 *
The shaded area is equal to o for x2 = x2.

df Xo05 X9 X%ors X’o50 X’00 X100 X050 X725 X%10 X’o05

1 0.000 0.000 0.001 0.004 0.016 2.706 3.841 5.024 6.635 7.879

2 0.010 0.020 0.051 0.103 0.211 4.605 5.991 7.378 9.210 10.597
3 0.072 0.115 0.216 0.352 0.584 6.251 7.815 9.348 11.345 12.838
4 0.207 0.297 0.484 0.711 1.064 7.779 9.488 11.143 13.277 14.860
5 0.412 0.554 0.831 1.145 17610 9.236 11.070 12.833 15.086 16.750
6 0.676 0.872 1.237 1.635 2.204 10.645 12.592 14.449 16.812 18.548
7 0.989 1.239 1.690 2167 2.833 12.017 14.067 16.013 18.475 20.278
8 1.344 1.646 2.180 2.733 3.490 13.362 15.607 17.5635 20.090 21.955
9 1.735 2.088 2.700 3.325 4168 14.684 16.919 19.023 21.666 23.589
10 2.156 2.558 3.247 3.940 4.865 15.987 18.307 20.483 23.209 25.188
11 2.603 3.053 3.816 4.575 5.578 17.2'75 19.675 21.920 24.725 26.757
12 3.074 3.571 4.404 5.226 6.304 18.549 21.026 23.337 26.217 28.300
13 3.565 4.107 5.009 5.892 7.042 19.812 22.362 24.736 27.688 29.819
14 4.075 4.660 5.629 6.571 7.790 | 21.064 23.685 26.119 29.141 31.319
15 4.601 5.229 6.262 7.261 8.547 22.307 24.996 27.488 30.578 32.801
16 5.142 5.812 6.908 7.962 9.312 23.542 26.296 28.845 32.000 34.267
17 5.697 6.408 7.564 8.672 10.085 24.769 27.587 30.191 33.409 35.718
18 6.265 7.015 8.231 9.390 10.865 { 25.989 28.869 31.526 34.805 37.166
19 6.844 7.633 8.907 10.117 11.651 27.204 30.144 32.852 36.191 38.582
20 7.434 8.260 9.591 10.851 12.443 28.412 31.410 34.170 37.566 39.997
21 8.034 8.897 10.283 11.591 13:240 29.615 32.671 35.479 38.932 41.401
22 8.643 9.542 . | 10.982 12.338 14.041 30.813 33.924 | -36.781 40.289 42.796
23 9.260 10.196 11.689 13.091 14.848 32.007 35.172 38.076 41.638 44.181
24 0.886 10.856 12.401 13.848 15.659 33.196 36.415 39.364 42.980 45.559
25 10.520 11.524 13.120 14.611 16.473 34.382 37.652 40.646 44,314 46.928
26 11.160 12.198 13.844 15.379 17.292 35.563 38.885 41.923 45.642 48.290
27 11.808 12.879 14.573 16.151 18.114 36.741 40.113 43.195 46.963 49.645
28 12.461 13.565 15.308 16.928 18.939 37.916 41.337 44.461 48.278 50.993
29 13.121 14.256 16.047 17.708 19.768 39.087 42.557 45.722 49.588 52.336
30 13.787 14.953 16.791 18.493 20.599 40.256 43.773 46.979 50.892 53.672
40 | 20.707 22.164 24.433 26.509 29.051 51.805 55.758 59.342 63.691 66.766
50 | 27.991 29.707 32.357 34.764 37.689 63.167 67.505 71.420 76.154 79.490
60 | 35.534 37.485 40.482 43.188 46.459 74.397 79.082 83.298 38.379 91.952
70 43.275 45.442 48.758 51.739 55.329 85.527 90.531 95.023 | 100.425 | 104.215
80 51.172 53.540 57.153 60.391 64.278 96.578 | 101.879 | 106.629 | 112.329 | 116.321
90 59.196 61.754 65.647 69.126 73.291 | 107.565 | 113.145 | 118.136 | 124.116 | 128.299
100 | 67.328 70.065 74.222 77.929 82.358 | 118.498 | 124.342 | 129.561 | 135.807 | 140.169
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1. (20%) Explain why points on a utility possibility curve represent efficient allocations of resources.
Why must the utility possibility curve be downward sloping? Draw a utility possibility curve and

show how it is possible to achieve efficiency by moving from a point within the curve and the
axes to a point on the curve.

2. (20%) What does Harberger’s analysis-tell us about how the burden of the corporate tax is
shared between capital inside and outside the corporate sector? Under what conditions might
labor bear a portion of the corporate tax burden?

3. (20%) Explain how corrective taxes and subsidies can be used to internalize an externality.

4. (20%) Show and Explain the difference between general grants and categorical grants. Under

what circumstance will they have the same impact? In that case, will one have an advantage
over the other?

5. (20%) Suppose the government gave away heating oil free to eligible low-income citizens. Use a
graphic analysis to show the excess burden in the market for this good. Under what
circumstances will the subsidy cause-the market price-of fuel oil to increase?
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