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1. (20%)

Suppose that a consumer’s utll.lty rﬁmc neis u(xl,xz) 4fx +x, , and the.

budget constraint is given by p,x, j x2
a. If p=1,p,=2,m=20, find the optim al choice x,',x, (10%)
b. If p =1, p,/=2,m=10, find the optimal choice x,x (10%)

2. (10%)
At prices (82, $4) John chooses’"ﬂ‘le burrd] 2, 5). At the prlces (84, 823,

John chooses the bundle (3 4),

axiom of revealed preference?
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3. (10%)

" If the productmn funct10n is given by '

f(xnxz:xaaxa) —mm{ 23‘1:"2} + mm{ X33 %, }

and the pricés of inputs (x,,x,,%q%|) are (15,11-, 1, 2), what is the minimum

TR L, P

cost of producing'y unit of Ol.ltptﬁg--"i - ’—‘

e

The demand curve facmg the monopolist has a constant e]astlcxty of ¢= —4

If the government Imposes a quantity tax of $2 per unit of output how much

will the price rise?

[

Currently, meanese governmeini cn'g@ggﬂjn expansionary fiscal pohcy in
order to stimulate economic acuyl_t;‘z m“Talwgn Please explain the impact of

this policy on the interest rate, investment, net exports, and real exchange
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‘l?c vior consistent. w1th the weak
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rate (m the form of one unit of dom __npstlc wgbod can be exchanged for how

for each scenario.

" many units of foreign goods) 1&%111?.1 jmvrolh graphically and mtultw.:]y :

a. Taiwan is a closed economy: (6
b. Taiwan is a small open economy. (6%)

c. Taiwan is a large open economy. (6%)

~ d. Taiwan is a small open economy and the Purchasing-Power Parity holds

roughly. (6%) -
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6. (26%) . vt rf_
-

Withm the Solow model contept.an-egénémy, Alpha, is described by the :

labor-augmentmg Cobb-Douglas production function with 30% E:apltal share

. of GDP, 3% average growth of output per capita, 4% depreciation rate, and

 capital-output rétip-is about 2.5.

a. What is the initial saving rate? (6%)
b. Find the Golden Rule saving rate. (6%1 __L '

‘c. While lloldiné tcchnologidﬁ]‘”"“]gﬁ'?grjis onstant, Alpha’s government is

able to impose a birth contrqil‘l at dons aints the numbcr of children

state capltal‘ per worker and the steady-state level of output per worker -
~ both graphically and intuitively. (7%)" . h
d. It is said that Alpha, which is the most advanced country in the world,
hnp.roveé education quality rfm uantjty significantly over the last three

_ decades but the growth rate bf o tpptpe capita is st111 constant. Piease
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offer your cxplanatlon (7‘7?' - s
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