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*** 請將答案填寫於經濟理論(二)試卷本***
三、
The following questions concern the behavioral analysis for the firm
producing single output using three inputs.
1、 Set up the profit-maximizing problem when the entrepreneur is
choosing

the

output

and

input

simultaneously.

Derive

the

first-order conditions and use these conditions to illustrate that
cost-minimization

is

the

necessary

condition

for

profit

maximization. (9%)
2、 Passive profit is defined as the firm’s profit rate when the firm
continued to use the same production plan even facing changes in
prices. Use the diagram to illustrate the derivative property of a
rational firm’s actual profit function, with respect to output price,
and the standard comparative statics result of output supp ly curve
being upward sloping. Your answer must include an exposition of
the shape of the passive and actual profit functions in the diagram.
(10%)
3、 Graphically illustrate the weak axiom of profit maximization
(WAPM) by showing that only points on the lowest envelope of the
isoprofit lines do not violate WAPM. (6%)
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四、
There are basically three kinds of educational subsidy: (i) implementing
a low-tuition policy; (ii) providing an income subsidy to low -income
households; and (iii) providing education vouchers to low -income
households.
1、 Ignoring the possibility that the low -income household has a
relatively low preference towards education , perform a graphical
analysis (with all-other-goods on the y-axis and quantity of
education on the x-axis) comparing the three policy’s effectiveness
in terms of increasing the quantity of education for the low -income
households.

(Explain

how

each

subsidy

policy

alte rs

the

household’s budget set and thus the household’s choice of quantity
of education.) (6%)
2、 Suppose low-income households have a relatively low preference
towards education, comparing the three policy’s effectiveness in
terms of increasing the quantity o f education for the low-income
households.

(Explain

how

each

subsidy

policy

alters

the

household’s budget set and thus the household’s choice of quantity
of education.) (6%)
3、 There are two different compensation schemes in deriving the
compensated demand curve, CV (Compensating Variation) and EV
(Equivalent Variation).
(1) Define both CV and EV mathematically and graphically. (6 %)
(2) Derive the compensated demand curve for education under the
low-tuition policy, and illustrate the change in consumer ’s surpl us
measured under the Marshallian demand curve lie between CV and
EV. (7%)
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