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1. Wealth is a derived concept. Why? Income is a derived concept too. Why or why not?












(10 marks)

財富是一個導出的概念。為什麼？收入亦是一個導出的概念。為什麼是？為什麼不是？










(10 分)

2. Monopoly is said to be inefficient since the price he charges is higher than the marginal cost. Do you agree? Explain.





(8 marks)

壟斷被稱為沒有效率是因為它收取的價格高於邊際成本。試解釋您是否同意？













(8 分)

3. Law of demand is an asserted law. Why? Actually, the law of demand can be derived from indifference curve analysis. How? If the law of demand can be derived, why do many economists still claim that the law of demand is an asserted law?










(10 marks)

需求定律是一個斷言成立的定律。為什麼？實際上，需求定律可以由等優曲線分析中引申出來的。如何可以？如果需求定律是可以引申出來的，為什麼很多經濟學者仍然說需求定律是一個斷言成立的定律。

(10 分)

4. Under what condition all- or- nothing pricing can be regarded as a case of perfect price discrimination.









(6 marks)

在那種情況下全量或零量定價可以說是完全價格分歧的一個例子。















(6分)

5. Compare and contrast the theorem of exchange and Coase theorem.

(6. marks)

比較高斯定律及交易理論的異同。





(6 分)

Many critics complain about the education system of Hong Kong, especially the tertiary education. However, the HKSAR government has been spending a huge sum of money on tertiary education. In order to help students from the lower income group, the HKSAR government has been providing subsidy for those who are admitted by the local university. However, it is observed that the average quality of local university students has been decreasing. 

a. Why the average quality of local university students has been decreasing even though the government has been providing more and more subsidy to them?

b. It has been suggested that the abolishment of permanent post for university professors is the main cause for the decreasing standard of local university students. In at least TWO ways try to falsify or reject this argument.

c. The PRC government has introduced the new labour legislation in early 2008. It has been observed that the unemployment rate of mainland workers have increased after the introduction of the law. In at least TWO ways try to prove that the introduction of the law is the main cause for the increase in unemployment rate. 

d. Despite the fact that the unemployment rate has increased after the introduction of new labour legislation, why the PRC government continues to implement such law?












(18 marks)

很多輿論批評香港的教育制度，特別是香港的高等教育制度。香港特區政府不斷增加在高等教育上的投資，為了協助來自低收入家庭的學生，如果他們獲本地的大學取錄，香港特區政府持續提供津貼給他們。但是，本地大學生的質素卻持續下降。

a. 為什麼雖然香港特區政府不斷增加在高等教育上的投資，但本地大學生的質素卻持續下降？

b. 有人認為本地大學生的質素卻持續下降的主因是本地大學取消了教授終身聘任制度。試以最少兩種方法去否定或推翻這論點。

c. 中國大陸政府在2008年初推出新勞動及合同法，由此，大陸民工的失業率持續增加。試以最少兩種方法去證明推出新勞動及合同法是失業率上升的主要原因。 

d. 在推出新勞動及合同法後，大陸民工的失業率持續增加，為什麼中國大陸政府仍然堅持推行有關法例？








(18 分)

Workers welcome increases in welfare. The introduction mandatory provident fund (MPF) aims at helping the retired to enjoy the comparable living standard, however, the majority workers want to discontinue the contribution to the MPF.

a. Why the workers do not appear to have the incentive to contribute to the MPF? The resentment increased before the financial crisis. Do you expect the sharp decrease in prices of assets to increase or decrease the resentment?

b. In order to relieve the financial panic from financial tsunami, the HKSAR government contributes a one- off $6000 to MPF account of all local employees. Is this contribution consistent with the maximization of consumption of local employees?










(12 marks)

工人一般歡迎福利增加。推出強積金的目的是協助退休人士在退休後維持一定的生活水平，但是很多僱員希望停止向強積金的供款。

a. 為什麼很多僱員希望停止向強積金的供款？這些想法在金融海嘯前已經存在。您認為資產價格急速下跌會令有關不滿增加或是減少？

b. 為了減輕金融海嘯帶來的衝擊，香港特區政府向每名本地僱員的強積金戶口注入一次過$6000。這種做法是否與爭取本地僱員的最大消費相符？















(12 分)

There is a small island in the middle of the Pacific Ocean.  This island has only one possible use, i.e., for airplane refueling.  The owner of this island charges a fee every time a plane lands there to refuel.  This island owner thus becomes a wealthy man.

a. ‘Ignoring the cost of building the facilities, there is no land cost because the island has no alternative use at all.’ Do you agree? Explain.

b. Consider the case of bio- chemical firm, the marginal cost of producing an anti- H5N1 virus pill is nearly zero. However, the price of each pill is USD 500. Is it marginal cost or average cost pricing? Explain.



(10 marks)

太平洋中間有個小島，該島只有一個可能的用途，就是為飛機加油。每次有飛機降落加油，該島的主人都會收取費用，他因此成為富翁。下列哪項陳述是正確的？

a. 因為該島沒有其他用途，若不理會興建加油設施的成本，便沒有土地成本。試解釋您是否同意這說法。


b. 考慮到一間生化公司，它生產抗禽流感藥丸的邊際成本接近零，但每粒藥丸的售價是500美元。試解釋這是邊際成本定價還是平均成本定價？


(10 分)

Econ Mock Exam Answers & report

Question 1

W=Y/r in value sense
(1)

No market rate of interest (1)  even with the presence of Y (1)  no wealth exists 

Annuity income maximization=wealth maximization (1)

If income refers to annuity income, (1)

Because wealth=derived

Therefore, annuity income=derived                       (2)

If income refers to income flow, (1)

Because wealth ≠ income flow

Therefore, annuity income ≠ derived                     (2)

One mark will be given by saying that income can be derive if it is referring to annuity income.

Comment: Students’ performance is poor. Many students are not answer to the question. They just attempt to define what are wealth and income. They fail to relate the two in order to decide whether income is derived or not. 

Question 2

No, I don’t agree with the statement. (1)

Under simple monopoly pricing, (1) when MC=MR, because MUV> MR, MUV>MC (1), DWL exists (1). Monopoly is said to be inefficient. However, we do not know which prices the question is referring to (2) because monopoly charges different price under different strategy. Under AON, P=AUV, MUV=MR (1), because AUV>MUV, MR=MC, therefore, AUV>MCP>MC (1). But the monopoly is still efficient.

Comment: Many students are able to answer the part about simple monopoly pricing. However, nearly all students attempt to claim that the monopoly is still efficient if transaction cost is put into consideration. They overlook the important word “price” in this question and they fail to mention the case under AON. When AON is adopted, even P (AUV>MC), no DWL exists and the monopoly is still efficient.

Question 3

Because of the logical possibility (1) of Giffen good (1)

Therefore, LOD cannot be derived. (1)

It can be derived if real income holds constant/apparent real income holds constant/IC curve are vertically parallel (any 2, 2 marks). It can be derived if there is no income effect/substitution effect is larger than income effect (1), no Giffen good (1).

However, due to the increase in conditions (1), it becomes too ad hoc (1) and it cannot be used generally. (1)

Comment: Many students attempt to say that because of the unobservable Qd, LOD is asserted. This is only conceptually correct but they are not responding to the question. This shows that they lack exam skills. Also, they miss the important word ‘logical’ possibility of Giffen good for saying that LOD is asserted. And poor drawings without explanation are found, which are highly not recommended. Students should learn in this question that LOD can be derived but not derived because of the methodological problem. Due to the decrease in explanatory power when too many conditions are added.

Question 4

Perfect price discrimination: TUV=TEV/ Different prices are charged corresponding to different buyers’ MUV. & No consumer surplus.




(1)

All-or-nothing: P=AUV/ Quantity restriction/ fixed restriction


(1)

Different AON charged on different customers




(2)

Different TEV/Average Price=Different TUV/AUV& no consumer surplus
(2)  

PPD

Comment: Majority of students fail to define PPD correctly, they mix up price discrimination with PPD. 

Question 5

Similarity: Private property rights are well-defined & TCs are zero or low enough
(1)

Efficiency is attained.






(1)

Difference: TOE is the exchange of goods and services while the Coase Theorem is the    

                   exchange of rights. (2)



If the rights are marketable, there will be no explicit difference between the two.
(2)

Comment: A few students just explain what are the TOE and CT but not pointing out the similarity and difference. And majority of the students fail to point out their difference and under what condition there will be no explicit difference between the two. 

Question 6

a. Decrease in quality can be explained by TWO reasons,

First, education is a kind of investment. The increase in subsidy means decrease in cost of investment(1), the students with lower expected return will still apply for university education (1), those have a lower expected return are the students with lower abilities (1), the increase in number of lower quality students (1) reduce the average quality.

Second, by providing subsidy, the relative price of lower quality students is lower while that of higher quality students is higher, the percentage of lower quality students increase and the average quality decreases. (4)

b. If there is no abolishment, the average quality still decreases since the teachers’ contribution in tertiary education is minimal. (2)

If there is abolishment, the average quality can still remain at a high level since the abolishment of permanent post can boost the quality of teaching. (2)

c. In poor times, the lack of automatic adjustment mechanism promotes excess supply. (3)

Since the VMP is lower than the wage, the employers may turn to deploy more machines in production and the demand for labour decreases. (3)

d. It can promote transfer from low- tech industry to high- tech one. (1)

It can help the poor and it is a matter of politics rather than economics. (1)

Comments: 

Overall performance is fair. Many students put much focus on the provision of subsidy can reduce the cost of not studying hard and it contributes to the decrease in average quality. However, they did not suggest any reasons why the attitude towards study is the main cause of decrease in average quality.

Many students assume that the abolishment of permanent post means decrease in wages. It is completely ridiculous since the question did not provide any hints on that. 

Question 7

a. The mandatory nature means the workers participate in the MPF involuntarily. (1)

After joining the MPF, they faced the wage cut since the employers simply delay the increase in wage in order to contribute to MPF. (2)

On average, the investment return on MPF is lower. (1)

After the financial tsunami, the decrease in assets price will increase the resentment since the assets value of many employee decreases. However, they have no right to choose whether they want to invest or not. (4)

b. It is not consistent with wealth maximization. (1)

With regard to low annual return and long term to get back the money (2), the increase in wealth is minimal. (1)

Comment:

Overall performance is unsatisfactory. It does not make economic sense that workers will be happy when their wealth decreases by 30% involuntarily. It shows that the students lack understanding about the operation of MPF in HK. 

Many students just memorize all points related to separation theorem without relating them to the questions. For example, how would the one- off injection of $6000 affect the wealth of workers if they will have retired 30 years later? 

Question 8

a. Don’t agree. (1)

In the dimension of usage, there is no cost since there is only one possible use. (1)

However, in the dimension of ownership, the cost is the outright sale return. (2)

b. It is average cost pricing. (1) 

But R&D expenses are sunk cost and they cannot be used to calculate the average cost. (2)

It should be noted that the total cost is the overhead cost, i.e. outright sale value of drugs ownership. (3)

Comment:

Overall performance is unsatisfactory.

Some students overlook the phrase ‘only one possible use’ and suggest that the owner can lease the land to earn return. 

Most students suggest that it is average cost pricing since it is not marginal cost pricing. However, it is completely tautological.

Most students did not show how to measure the average cost of the firm. 

Econ Mock Exam Answers & report

第一題

以價值角度看, W=Y/r (1)

沒有市場利率 (1)  就算有收入 (1)  沒有財富

年金收入最大化 = 財富最大化 (1)

如果收入 = 年金收入(1)

由於財富可被導出,

收入也可被導出◦ (2)

如果收入 = 收入流, (1)

由於財富 ≠ 收入流,

收入不可被導出◦ (2)

One mark will be given by saying that income can be derive if it is referring to annuity income.

Comment: Students’ performance is poor. Many students are not answer to the question. They just attempt to define what are wealth and income. They fail to relate the two in order to decide whether income is derived or not. 

第二題

不同意, (1)

在簡單壟斷定價, (1) MC = MR, 由於MUV > MR, MUV > MC (1),

淨損失出現 (1), 壟斷可被稱為缺乏效率, 

但由於不知道 題目所指的是什麼價格, (2) 

例如在全量或零量定價, P = AUV, 而MUV = MR, (1)

由於 AUV > MUV, MR = MC, 所以 在 P > MC (1), 壟斷仍然有效率◦

Comment: Many students are able to answer the part about simple monopoly pricing. However, nearly all students attempt to claim that the monopoly is still efficient if transaction cost is put into consideration. They overlook the important word “price” in this question and they fail to mention the case under AON. When AON is adopted, even P (AUV>MC), no DWL exists and the monopoly is still efficient.

第三題

由於邏輯上有可能存(1)在嘉芬物品(1) , 需求定律不可被引申◦(1)

如果在實際收入不變, 明顯實際收入不變, 或IC是垂直平衡 (2), 沒有收入效果或替代效果必定大於收入效果的情況下(1), 沒有嘉芬物品◦(1)

由於增加了驗證條件, (1) 太過特殊, (1) 不可以一般化◦(1)

Comment: Many students attempt to say that because of the unobservable Qd, LOD is asserted. This is only conceptually correct but they are not responding to the question. This shows that they lack exam skills. Also, they miss the important word ‘logical’ possibility of Giffen good for saying that LOD is asserted. And poor drawings without explanation are found, which are highly not recommended. Students should learn in this question that LOD can be derived but not derived because of the methodological problem. Due to the decrease in explanatory power when too many conditions are added.

第四題

完全價格分歧：TUV = TEV/對於不同的消費者收取不同的價格, 沒有消費者盈餘◦

(1)

全量或零量：P = AUV/有數量限制 (1)

向不同消費者實施, (2)

TUV = TUV  沒有消費者盈餘 (2)

Comment: Majority of students fail to define PPD correctly, they mix up price discrimination with PPD. 

第五題

相同之處：

· 界定私有產權

· 交易費用(1)

· 有效率(1)

相異之處：

TOE是物品及服務之間的交易, 而高斯定律是關於權利的交易◦(2)


如果權利是可以買賣, 兩者之間沒有分別◦(2)


Comment: A few students just explain what are the TOE and CT but not pointing out the similarity and difference. And majority of the students fail to point out their difference and under what condition there will be no explicit difference between the two. 

第六題

A. 學生質素下降有兩個原因：

第一, 教育是投資一種, 提供津貼減少投資成本, (1) 預期回報較低的學生亦可申請入讀大學(1), 質素較低的學生增加(1), 平均質素下跌◦

第二, 在提供津貼後, 低質素學生的相對價格下跌, 而高質素學生的相對價格上升, 低質素學生的比例增加◦ (4)

B. 如果沒有廢除有關制度, 平均質素照樣下跌, (2)

如果廢除了, 學生質素仍然可以維持高水平, 因為可以促進教學質素◦(2)

C. 在經濟不景的時候, 缺乏自動調節機制會增加超額供給, (3)

如果UMP低於工資, 提高機械化水平, 勞工需求減少◦ (3)

D. 這可促進低技術工業轉至高科技工業 (1)

協助貧窮人士, 政治多於經濟 (1)

Comments: 

Overall performance is fair. Many students put much focus on the provision of subsidy can reduce the cost of not studying hard and it contributes to the decrease in average quality. However, they did not suggest any reasons why the attitude towards study is the main cause of decrease in average quality.

Many students assume that the abolishment of permanent post means decrease in wages. It is completely ridiculous since the question did not provide any hints on that. 

第七題

A. 由於是被迫性質, 加上需要扣減工資, 或延遲增加工資◦(2)

平均而言, 強積金的投資回報較低◦(1)

資產價格下跌增加不滿情緒, 另一方面, 他們沒有投資與否的選擇權◦(4)

B. 這不一致◦(1)

因為年回報較低及在較長時間後才可取得金錢(2), 財富增加較少◦(1)

Comment:

Overall performance is unsatisfactory. It does not make economic sense that workers will be happy when their wealth decreases by 30% involuntarily. It shows that the students lack understanding about the operation of MPF in HK. 

Many students just memorize all points related to separation theorem without relating them to the questions. For example, how would the one- off injection of $6000 affect the wealth of workers if they will have retired 30 years later? 

第八題

A. 不同意(1)

在使用上, 這並沒有成才, 因為只有一種用途(1)◦在擁有權方面, 成本是轉售回報◦(2)

B. 這是平均成本定價(1)

科研成本是歷史成本, 不可用作計算平均成本(2)◦

但有關支出是上頭成本, 包括藥物擁有權的轉售價值◦(3)

Comment:

Overall performance is unsatisfactory.

Some students overlook the phrase ‘only one possible use’ and suggest that the owner can lease the land to earn return. 

Most students suggest that it is average cost pricing since it is not marginal cost pricing. However, it is completely tautological.

Most students did not show how to measure the average cost of the firm. 
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