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Chatural rate of unemployment) .
subgame-perfect equilibrium)
Chllocative efficiency)
Cmarginal rate of technical substitution)

deral nd-rate)

30 10 )

(open market purchase ) mon  supply )

Give an example of utility function when the two goods are perfect
substitutes. The optimal bundle under this case is often a comer solution.
What is comer solution? Demonstrate this on a graph.

Suppose Taiwan as a small country imports 1000 units of cars every year in
the case of free trade. The government decides impose a quote of 500
unks for the car mark . Illustrate equilibria under both free trade and quota
cases, well as, the.welfare analysis on a graph. Briefly explain‘how re t-

eking behavior ari in this case might further reduce wcllfarc as
comparing using tariff ireduce importinstead.
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[Recep Tayyip Erdogan)

Suppose Peter has quasilinear utility givenby U=4 5+ [O'

a.  States the fir order conditions for utility-maximization.
b.  Derive his Engle curve.

c.  Suppose her budget for the two goods is 7 = 10. Originally, the prices
are Pi = p2 = L However, the price ofthe'first good rises  Pi = 2.
Discuss the substitution, income, and total effect on the demand for
9i.



