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1. The uncontracted effects imposed by one party upon another. (2)

MR-EAEE —EAER - LELE  BERAEEEREIER,

Such effects may be beneficial (external benefits) or harmful (external costs). (1)

EERFETURNOER)RNEE (SMEPEKX).

Traditional view says that the government should intervene to solve the problem. (1)

Rt , BREREL TREREER[E,

If there is divergence between private and social product, the government should provide subsidy to
the individual who provides benefits to others. (2)

MBERARMEEEHENEZR , BFEXE RS — B AR REENEARLER,

If there is divergence between private and social cost, the government should impose tax on the
individual who causes damages to others. (2)

MERARHEERANER , BRFEZXE RS —BAFRIEE N EARERRE,

2. If property rights are clearly delineated and if all costs of transactions are zero, then resource use will
be the same (identical) regardless of who owns the property rights. (4)

NMRERTUREERERFMAERZEARE , TwHEAER  EASEARMEE.

If there are two lands, A and B, land A is used for raising cattle while land B is used for growing wheat.

If the value of cattle increases after eating wheat of land B, the cattle owner will pay the owner of

land B. At the margin, the payment to land B is equal to the increase in value of cattle. (4)
MREFRRZRMR LM , L RANESFN ML wRRAEEENE , NRBFRIDEGDV4EE

RE , BTN IASRIHNEEAXNER , T2F L BN INEFRFNEE.

3. Coase theorem says that if property rights are clearly delineated and if all costs of transactions are zero,
then resource use will be the same (identical) regardless of who owns the property rights. (4)

BHERRNRERUUREEAERFTERZERART  TWHEREERE K BREARMER.

Private property right and market are property rights. All these institutions arise from transaction costs.
If there are no transaction costs, there are no property rights. (3)

MEERRTERER  AAHEREXZBAMEN A NMRIARZEM , REHE.

Logically, Coase should not make assumption about zero transaction costs. (1)
BELF  SHTERBERXZEAZRE.
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4. Without private property rights, resources allocation and use of resources are directed by central
authority. However, it involves high transaction cost. (2)

RENEER  BEFRORREARBPRSE  BESRERZEM,

Private property rights can transmit information to parties involved in the transactions. (2)

AEERTUEEASRSHEIZNER,

It can save transaction costs, including information cost, monitoring cost and political costs. (2)
ERLRERZER A 2RENER. EXBANRBUAER.

With private property rights, the operation of market depends on which activities involve the lowest
transaction costs. (2)

BREER , TENEFBRRB—EETHNRZBHRRE.

5. Traditionally, rental farm is said to be non productive since there is under-investment of tenants. The
productivity of land is lower, especially for the rental period is short. (3)

SRt AMENEEIRERRAEENRER) , £HAMENERT LN EEIBIK,

The experience of Chinese farming industry contradicts the traditional view in three aspects. (1)

TERENERERERAERTE.,

First, there is no explicit difference in productivity between rental farm and self- occupied farm. (2)

£— , HtEAMENEEDRBRED B

Second, the difference in productivity is reflected by the difference in rental. (2)

B HENERRREENNFE.

Last, there is no explicit difference in investment level between rental and self- occupied land. (2)

R#% , P tEA NN IREREHES B,

6. Divergence is the uncontracted effects imposed by one party upon another. (2)

MR—EAHE —EAEK-—LERE  ERFAEERKEE K.

Such effects may be beneficial (external benefits) or harmful (external costs). (1)

BELETUURNOVBER)REE SMNEPEX).

If an individual plays piano and it provides benefits to its neighbor, there is divergence since the

neighbor pays no money to the piano player. However, the marginal benefit of neighbor diminishes

when the individual continues to play music. At the margin, the marginal benefit to neighbor is zero

when the total use value is maximized. There is no divergence. (5)
MR—EAEREZ  AMEFRTRE , MIRMEREOEENAINER , RARLENREETEER,

BR, EEAREES K HENERSETHRK, T2FL  ERCRAEERSEAN K UBENSEREN,
RETERS , %AA&&%E’JEZZIK%EEO




ARy KR

= SIS

UFE’JJ%EB@nE}E@ CHAMPAGNE EDUCATION

7. Barking noise can be transacted in the market.

ARBAUNETSELERS,

In market, the higher- priced residential flats do not allow the owners from keeping dogs. However, the
apartments allow the owners from keeping. 4)

#hSL  SENEEEVFAFHEEERER , BR , BUEALL,

If you want to keep dogs, you have to buy or rent apartments and the rental of apartments includes the
value of barking. (4)
MREAEER  CRERESAEBYE  FHREACSETARBNEE.

It is an example of transaction over barking noise.

EREMSE XS THRENHF.

8. A good is said to be a private property if the owner has 3 distinct sets of rights, namely,

MEM@RE T =E%E,

It is exclusive right to use. For example, you can use your wallet exclusively. (3)

BENERE , fim, BUAERESHES,

It is exclusive right to derive income from it. For example, you can lend your comics to your friends and
earn rent from it. (3)

BENWARE , flm , & LUEER /R B A REE S WA

It is transfer right. For example, you can sell your comics to your friend outright or give it to him as a
birthday present.

BEE flw, BULIEENNREERIARBRBIER A (3)
9. Imposition of tax may not attenuate income rights for two reasons,

BRUESHSRARNFEROT

First, the income tax can be viewed as the payment to services provided by the government, especially
for the services have public goods features. (3)

F— , ABRAURRABFAREBBNZN , HAREERESRARYRNEE,

Second, the right of using income tax revenue is appropriated by the government. (2)

B, ERAAERNENEBAERT.

Imposition of tax may attenuate income rights for one reason,

BRI EHBERARNFREENT

Government officials are not the owner of income tax revenue and they have no incentive to make
efficient use of income tax revenue. (3)

BREETRABRKRNEREE  fIREBHERFHEEA,
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10. Dissipation of rent refers to the situation in which the potential income is not captured. (2)

HERRETEEIUEER A

Pigou separated good road from bad road. Both are not private properties. The overuse of good road

will cause traffic congestion and he called for an intervention from government, i.e. imposing tax on

user of good road. (2)
ELEERSABERSEER K MERTENEER. By EABREERSABEERERRBREE ,

L SEBBAEL TR, aEEERANEREREIRK.

Pigou’s two-road example is used to explain the problem of social cost rather than dissipation of rent.

Dissipation of rent may exist even if there is no separation between good and bad roads. (2)
ELMEERNSFRAEFRBLENANEE , MFRERR , EREREESEERZINERT

H AT EHEHR.

Common properties do not have rent and there is no dissipation of rent for public properties. (2)

NHEZARE  BELREHRERR

11. Dissipation of rent will exist even if there are not many people competing for he use of resources. (1)

ERERZAFEERNERLT , HEEBDALR,

Consider the case of Tripoli Tania. The land is best suited for growing almond trees, however, it is
used for cattle farming since the farmer cannot protect his interest at night and the rent dissipates. (3)

fE Tripoli Tania 96| F& , BT HKFEARBESCHE , ECRAERK , HERERT.

Since the land is common property, the use of resources changes from the best use to the second best.
The resultant decrease in rental is dissipation of rent. It involves no competition. (4)

HALHR LA  ERNEATRRENEE , FEEENBL THREKBERR , EFSREF,

12. Dissipation of rent refers to the situation in which the potential income is not captured. (2)

HEHBRETEEIEERA

Price competition is the only viable criterion that will not lead to dissipation of rent. (1)

ERRFEM - REEERBEER,

The buyer who paid the price for the goods must have contribution to the society. The seller who

received the payment has the return on his goods and services. No rent is dissipated. (3)
ERLEHHEEEER , RRBAS TUXAYRNER. ERTERAMHENYRERER,
REBEHE#H.

The use of non- price competition involves non- exclusive income. The payment of buyer does not go
to the pocket of seller. Rent is dissipated. (2)
MRBEAFERHRT DR THFBERA , EROINTEHERKE , BEHERKT.
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13. Non-price competition may not lead to dissipation of rent. (1

FERRF RN EE5IBHRERR.

Consider the case of cinema. Better seats are often under- priced. As a result, better seats can be sold
out earlier and the occupants will save the cinema’s cost of monitoring. (4)

ZERIBRENGT. RENELEERE, IRAEREMREET , EBE TURERRHNERKA.

The decrease in receipt from better seats must be smaller than the monitoring cost. Otherwise, the
cinema will not adopt such policy. (3)

EERENVRABRDLEDRERER , BR , BRETIEERNBRAEE.

14. Traditionally, shortages refer to the case that quantity demanded is larger than quantity supplied at the
controlled price. Surplus refers to the case that quantity supplied is larger than quantity demanded at

the controlled price. (2)
L ERREEEREHTEREANEERE K MEBHRREEREFTHEEARERE.

Equilibrium in economics refers to the specification of constraints is strong enough to explain human
behavior.

EEZNHERERENREEURBAERTR. (2)

If the price is set below the market equilibrium level, there is shortage and non- price competition
appears to clear the market. Only the one who are will to pay the full price can get the goods. No

shortage is implied. (4)
MREREEREE KT , FERZFEHRERETS. AAREXIN2BRENATIEIERYS
REER,

15. Disequilibrium in economics refers to the specification of constraints is not strong enough to explain
human behavior. No refutable implication can be derived. (3)

RESENTHERERENRGTEUBBARITR., THSIHUTHERNSE.

Under the price control, the market always clears if we can specify the non- price criteria, which is
used to allocate the resources. (2)
EEREHT , ARBMITUARAEERIERZFAN , JEWNASBER , 5 —EEH.

However, there are many non- price criteria and we may not be able to specify which type of or which
combination of criteria will be used to allocate resources. In this case, there is disequilibrium. (3)
BR , MRRMFUTELEEER , TOEHEEHRT,

16. Dissipation of rent refers to the situation in which the potential income is not captured. (2)

HEHBETREREERA

Consider the case of price control. If the market rent is $100, and the government sets a maximum

price control of $60. The difference of $40 is dissipation of rent since none has exclusive right to

capture the income. (4)
EEREFNERT , ARTEHESES100 , BFIEESEKRELESC0 , ZFEL540 , ERHEEHEH ,
REREAUESIEBERA.

If the government allows the tenants to have the right to obtain the difference, there is no dissipation
of rent since there is exclusive income. (2)

BNRBAERTEHEENAEEE  ARMERABEEA , RAEREHERT
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17. Dissipation of rent under the price control is the minimum dissipation of rent insofar. (1)

EERES THEERRERRENBEERR.

Under the postulate of constrained maximization, every individual has the incentive to minimize the

waste. If the price control will unavoidably lead to dissipation of rent, the parties involved will search

for the least dissipation of rent method. (3)
EEMNEET , SAAREHHEERE  WRERESFT#EL5|IBHEERR , 2ENERS K
WABEHR G E,

At the margin, the dissipation of rent is zero and the total dissipation of rent is the minimum dissipation
of rent that cannot be avoided. (2)

HiERLE  HERHERES  RERREEHTREMTTEENEE,

For example, key money is used to minimize dissipation of rent under rent control. (2)

Bl , EERES THRSERBEREERERN G E,

18. Income without claimant will not exist. Dissipation of rent can be used as a concept to explain
human behavior. (2)

BINWATERE  HEERTUESBBABTANSR.

Consider the case of fishing in international waters.

EZRINBHEANGF,

Intramarginal fishers skills in catching the fishes and they have the rent from fishing. Dissipation of
rent does not exist.

BEAREBHRERMNERE , I TAERATRIEE , AEERTEHER, (3)

If there is income from fishing, government may impose restriction on fishing behavior. The price quota
or license reflects the rent from fishing. (3)

MREFRAFARA  BFSHHATAERRS  ABEMRHESRR T HANAE,

19. Input is the resources used in production. (1
RARAREENER.
Output is the goods and services produced from production. (1)

EHRELEEBEFELNYRERE,

An individual pays a shine; it can be a price for input or output if there is no firm. (1

—EAXNBREENBRERYE  WREZALAVEFE , EUTUAR—ERRARERH.

For example, if he pays a shine for his labor services, it is the payment for inputs. If he pays for the

shine itself, it is the payment for output. (2)
i, MRBRXVEEENE NRY |, ERXMEMNRA, MREREXINRBERK K ERXNR
LR E o

However, if there is an entrepreneur employing the shoeshine boy and there is a firm between them,

the product market and factor market are separated. The payment is for product. (3)
BR, 6 MRE—ELXREAREBEHE MEZBALNAEFE  ERWSREEERTSIR , XN
RIGZEENRK.
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20. The law of contractual performance states the relationship between contracts and transaction costs. (2)

BHNRAEEREHARGNERZER CEANERK,

It can be divided into two parts.

ER D RMEL.

The first part states that there is measuring cost and the use of contract is to measure wages. Which
dimension of behavior is measured depends on the comparison between related measuring cost and
benefits from measuring. At the margin, the measuring cost is equal to the benefit from measuring. (3)

F-HOREHEEEANGFERGNNEARANGEIE., £2K L BENRARBENSHSAE,

The second part states that if certain dimensions are not measured, sellers tend to under perform in
these dimensions.

FoHOREHNRELTAREREE , ERENEESFEHERENKRE, (3)
21. Lower rental implies that there is monitoring cost over the behavior of tenants. It can maintain a heath

queue and force the tenant to pay the rental on time. Otherwise, they will be evicted away and pay a

higher rental on other properties. (4)

BRENHETURBEREEEENTANER , EFNMSREENTE , WaEMMERRE , B8, fIER
BERKED -LEEXNRSHENEES,

It does not show the case of inefficiency since the net benefit from doing so is positive, otherwise,
it will not be adopted. (2)
EFRRRIERENER , EAERMNFERREYH , B8, ETEHERA.

Efficiency wage shares similar idea in the sense that the employees are paid a higher wage than
market equilibrium and the employers can minimize monitoring cost since the employees are afraid of
losing their job.

BERIEERBEMEREMALUNBS, BRI EERELNREEIETRTHHEKTE ,

BEAUREERERREN , RARE-—RERXE—HEHIA. )
22. Contract term can used to restrain human behavior, i.e. employee with shorter term tends to work
harder. (2)

SHNFHRANRIAERTS  fINEHENNEESHEEBRE 1.

Provision of specific training tends to have a longer-term contract and the wage is not lower than

market level.
RUZMFIEAERERRANEN , MIE-RFASERTHE KT, (3)
Provision of general training tends to have a longer- term contract and lower wage. (3)

RE{E-—BEIEDSEBRRANEGHN , MTE-REERATHKF,

All arrangements are used to minimize the transaction costs between employer and employee. (1)

REFBRFESBRAUBKETEREECHNRZER.
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23. There are two reasons for lower productivity of government workers.

EAWMERNBERANE TN EENRE.

First, government monopolizes the production of certain industries and its employees have no fear of
unemployment. On the other hand, government employees are paid by time rate and they are not moti

vated to work harder. (4)
B—  BNERTELEYRRBRBENEE , BEEREREERNER , 5—FH , BN ESHHMI LR,
e AREBEEF TERER,

Second, government organizations are not private enterprises and the incentives to monitor the
performance of workers are weaker since the senior officials in return do not pay the decrease. (4)

B, BAMBTREMAME  ERSTXRANBHBE  EREBEARTEEREEN TRAHAE.

24. The increase in number of contracts can reduce the transaction costs. If the decrease in transaction
costs is larger than the increase in transaction costs as a result of increase in number of contracts,
number of contracts will increase. (2)
EMENNEESRERZER  IRRENRZEABEMENFENNRZERAARS ,
AR E 8N,

Consider the case of farming. Suppose there are two farmers, A and B, A is employed on time rate
basis and B is employed on piece rate basis.
EZRBENGF  BREREMERR , AR Z , RRUKFERAMTZ 245

On one hand, the higher quality of output by A can reflect the lower quality of output by B. (3)
E—FH, FNEERSTURRCHERRIKE.

On the other hand, the higher working incentive of B can reflect the lower working incentive of A. (3)

EE—FH , CHNITHRBEES RPN TEBHEREBIK,

It can show the benefits of demonstration. (2)
ERREFEAMNERE,
25. Transaction costs includes all those costs that are not conceived to exist in one-man economy. (2)

REBEMBEMAE - AR TREGHENER,

The existence of risks explains the existence of information cost about future incomes and sales.

In order to minimize such loss, landlords and farmers go into share contract and escape clause

are involved. (3)
BN EFERBHRRRBARBENEAER , RATRHERX , ¥ REBREEFTIREN ,
REFEREDEEN,

Since employees tend to shirk if they are not monitored, employers restrict employees’ behavior by

signing contracts with them and measure their performance in certain dimension. Monitoring and

measuring costs are involved. (3)
HRERZEENERLT  BEEQER , BEXSHEESHETEN , REtEXLSFENTA
EEREBEAERBTEENR.
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26. Share contract may increase transaction costs in two dimensions.

DRENTREMASEEMRZER.

First, measuring cost. It involves a high cost in measuring the contribution of each party. Tenants may
overemphasize their contribution and ask for a higher share rate while the landlords may overemphasize
their contribution by lowering the share rate. (4)
£— , BERSF, BEESEZEENERNALT22E  HETRSHECHERMABER —ERS 2

R, wEAREE LA C KBRS —EBRED KR,

Second, monitoring cost. Tenants tend to underreport the output in order to minimize the payment to

landlords. It involves high cost in monitoring the performance of tenants. (4)
£=  ERER. ATRESHENIN  AFEAHRFEL , REAMFENLH—ESNEAEREN
BEHRRE,

27. Risk is the reason for using share contract.

R RERA D RSN RE,

There is uncertainty on future price and output and different individuals have different expectation on
income. As a result, it is difficult for the parties involved to come into agreement on terms. Share

contract is then adopted. (4)
HRERREERELHETEEY , TANBEAAHKABTTENELSR. MRGMATAIUMETERDGE |
RERMMRAZREN,

In reality, risk cannot be measured. We cannot compare the risk involved in different situations and
arrangements. We can treat risk as information cost since information costs in different situations can

be compared. Ordinal measurement can be used. (4)
HREL  BBRTAUKEE  EMTTEBRETRBEARZHTHRSLEAR , BEMATUEERR
AREAER  RARMAIUULREFTRABRATHNEANER , FHEEHKRAT,

28. There are two reasons why the royalty rate is generally progressive.

AEMERR , RRRREN,

First, there is a high overhead cost in publishing books. The marginal cost of reprinting is lower when

the quantity is larger. Authors who have larger amount of sales can then have a higher share ratio. (4)
B, MRZFANLERAE+SE , MRBEESZ K ENNERREIRE , THERSHERT ,
EENTREREES,

Second, there is uncertainty on sales and price of books. Progressive royalty rate can reduce the
information cost in setting the terms in advance. (4)

B, MRHEAINBERERETEEY , RERBRIBTURBERLEITRRNEABRA,

10
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29. Difference in rentals may not be price discrimination. It may be the result of the following reasons.

TRNHASTRREBD . ETUARTIRENER.

First, the shopping mall owners want to coordinate the combination of goods and services sold within
the shopping mall. They offer a lower rental to some shops in order to have a better coordination. (3)

B— EEHEAATRBETETEERLYAIRERLRYE  MRE—EREEERA T HEHR.

Second, the anchor store can induce more customers for the shopping malls and it can increase the
attractiveness of shopping malls to both customers and other shops. If the amount of a decrease in

rental income from anchor store is lower than the amount of an increase in rental income from other

shops, the shopping mall owners will offer a lower rental to anchor stores. (5)
Bz RUEBIETUABERSIESEF , EMEETREFHRSI L , MRDBHEES DR EEM
HEZRNEE  HEEREENEESRHEESESR,

30. Escape clause in farming states that the tenants will have to pay a lower rental to landlords in case of
bad harvest. The base line for the rental is based on customs. If there is no escape clause in the
agreement, the rental is generally lower. (4)
ERENBBHFERREZRIEUWHENRRENBENESE  KERRRBEAMEN. WRREEM/EK ,
HE—REBIK.

If the rental is measured in money terms, it is less often to include escape clause. It is because in times

of bad harvest, the supply of product decreases and the income from selling products is higher. The net
decrease in income is smaller and less protection is needed. (4)
MRESRUERHE  BOEERAKR. REAERERRENKE , ERMtERD , KATEERS ,
BIERYD , FENRETFRD

31. According to the marginal product theory, the same factors have the same rental. (2)

RiFERELER  MENEEERFHERAE.

Different workers using the same machine in the same time period, the product of them may vary a lot.

As a result, the rental from different workers may vary a lot too. If the piece rate is the same for different
workers, the marginal product theory is refuted. (4)
ER—REA , TENIACEAHEENESE  MNELETUAERASE , &R, FTETABRNEE
BTE. MEHRTENIAXNNG4IZRMEEN  BBRELERESHER.

Therefore, if there is an explicit difference in productivities of different workers, piece rate is then
progressive.

FRAETREINEENBERESBINERT , 4t REBEN, (2)

11
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32. | don’t agree for two reasons. (1)

AFRMERR K RIETEE

First, only the higher- class restaurants have the compulsory service charge arrangement. Such
arguments cannot be used to explain the behavior of lower- class restaurants. (3)

F—, AASEANERSI AERRY , AR ETHARBREENERNITA.

Second, if the restaurants want to increase the salaries of workers, they could increase the selling
prices of food and services and use the increments to increase the salaries. (4)

B NFEREEMETINTE , M TLUENEMAER , £REMODEMTE,

33. According to Pigou, an individual is unemployed of he is able and willing to work but cannot find a job. (2)

RIBES , KENERZRBAETHEETREIITHE,

Such definition has three problems.
EERE=EME,

First, such definition does not specify the wage level. Workers can find a job if the wage is low enough

and it is irrational to say that someone is willing to work but do not accept a lower wage. (3)
B—  EREEHIEKT. ETEHABRNERLT , TARAUKITEN  BEL K BITHEEFTEER

B -EARENIEREMETE.

Second, such definition requires the existence of employers. It cannot explain the case of self- employed. (3)

BZ  FHERTEERREE  ETHEEBBEEALINER.

Third, such definition describes the unemployment as involuntary unemployment. Involuntary is not the
result of choice and economics cannot explain such behavior. (3)

B= FHEREHARRIFBREN. FERTREENGER  RESTREBARTA.

34. Unemployment can be viewed as the case that the sellers of services cannot find a price to sell their
services.
RET] LA TE & A R H B RA 7] S — EER& S by RTE. 2)

In recession, the unemployed knows his wage will decrease but they do not know how much should

be decreased. If the decrease in wage of same type of workers is known, the information cost is lower

and the unemployment is less serious. (3)
ERBIRMBERAT , RENATHEMNIERKST® , EFNEERXT®RZ D, NRHEARERN
BITETHNRERAN  EABEAREMAXSHAERD.

However, if the decrease in wage of same type of workers is not known or there is explicit difference

among them, the information cost is higher and the unemployment is more serious. (3)
BERMBAENATHNEMH TEETE® , EFTNEEXT RS D, MRAREENE T TETHRN
BERTUEA  EAERBSMARFHERRE.

12
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35.

36.

Introduction of MPF increase the unemployment since it increases the production cost and reduce the
incentive for businessmen to invest. The demand for workers decreases. Given the wage rigidity, there
is an increase in unemployment.

HEMPFETEERAEN , BERESH , BETHEIRERERD , ETETENERT ,
REABZEM,

Rigidity of civil servants causes an increase in information cost in labor market. Workers with the same
productivity are working for business and government respectively. In recession, the decrease in wage
level in business is larger than that in government. The information cost of knowing true wage is higher
and the workers are not willing to accept a lower wage and unemployment rate tends to be higher.
NHEENTETBEME THENEAER. RREEBLEEINTADHNABRARBNEIE , EREBET
SR EERAIENIAIERERK K MEBFIENIERKERYD K TEIHNEBCERIENE
TEAES  TATHEEERZ—ERENTE , AXREQRS,

Unemployment rate under basic salary and bonus,

EERHFRRBETHRER .

Bonus is the part of income that is calculated based on the ‘profits’ of company. In recession, there is
a decrease in business and bonus is lower. The existence of automatic adjustment mechanism can
reduce the unemployment rate, especially in case of low basic salary.
REZBRNANRABAENBOWA | ERBFRR , £ERLIMREFRE , BHFALHEIFE ,
REZRIE , BRIREBREFNERT,

Unemployment rate under basic salary and commission,

EERHFRAESTHARER .

Commission is calculated based on the sales of employees. It is more or less the self- employed
arrangement. If the employment basis does not require license, the unemployment rate is the lowest.

REREZERNEENHESHETEN , ER—EAENES , IREATEERR , AEREHEN.

Unemployment rate under piece rate,

HEHTTRIRER

Piece rate involves automatic adjustment mechanism. If there is a decline in business, workers’
working hours and piece rate may reduce. The unemployment rate is lower than that of fixed wage.

HEOEEBRAOEE  WREERD , TANIRIHFFIESRD  AEXREETIEAR.

@)

(%)

@)

(3)

)
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37. Firm is the contractual arrangement in which the proxy is paid and the factor and product markets are
separated. (2)

NARENZRE  BEAREXN—BER  WnTHEREEEZTERIR.

Knight says that if there is risk, entrepreneur sets up a company in order to obtain the residual income

after he bear the risk and distribute the fixed wage to employees. (2)
KRR, HRERR  EERGRIULE , AEERR  AEEXN—EEENITE K BCRINEETH

=137

Risk cannot be used to explain the existence of firm. (1)

BRI SR ERELRFE.

If the firm adopts share contract, there is no residual earnings, however, firm still exists. (3)

MBERFHEADEER , RERGEA , RRANDAFE.

38. Firm is the contractual arrangement in which the proxy is paid and the factor and product markets are
separated. (2)
NARENZH , EXOEEXN—EBET , YnmBREEEZRT SRR

Alchian says that in division of labour, shirking is common and monitoring is needed. Firm is then
formed to reduce the monitoring cost. (2)

VECEHESIT  BEREEN , FEER  QFRLEHRRMEERERA,

Shirking cannot be used to explain the existence of firm. (1)

BB LR ERELRFE.

Shirking is the result of incomplete contract of a firm. Monitoring is the result of firm rather than a
reason for the existence of firm. (3)

BHEELARATTLENNER. EXRRA/ALAMEEMELAFENRRE,

39. Firm is the contractual arrangement in which the proxy is paid and the factor and product markets are
separated. (2)
NARENZH , EXOEEXN—EBET , YnhBREEERT SRR

Don’t know the answer. (1)
THEER.

The orchard owner may employ the beekeeper through hiring him on a wage contract, or through a
share contract, or through a contract renting beehives, or even lease the orchard to the beekeeper. (3)

REFTATRUIESHN IHENIUERARENSNEREEE ESKRERRBGEEE,

All these are different contractual arrangements, and there is no guideline for us to tell when or why a
change in contractual arrangements. Such will alter the number of firms. (3)
BE2BMRETENENZHE ZENRERHARRAMTERSNZISRELANHE EREEMES

AR T o
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40.

41.

Firm is the contractual arrangement in which the proxy is paid and the factor and product markets are
separated.

NARENRY  BEAREXIN—EZR e EREEEZTERIR.

A country is a firm in two dimensions.

EWAE , —EERATU—BLF,

First, government is the visible hand that directs the income distribution and resources allocation
without using market mechanism.

F— BREREAFRZFRERASERERSE , WA PRHEES,

Second, the taxation can be viewed as a proxy payment to the service provided by the government.

B, RRTBERA - BN BARENE.

Hierarchy system describes the ranking arrangement within the organization. It states the rights of
workers of different classes.

FRHEE BABANIESIRFN R , BB TEERT ARER.

Within an organization, some production factors are common properties since there is huge transaction

cost in setting the price of each of them. Since there is no guideline in defining the use of common

properties and it will lead to an increase in dissipation of rent.

EHEZR  ARXZERABA , RELERZRL/HAY TSRS -BLEEERIE. IRREE
SINMELNHMNER  E&sIBHERR.

Hierarchy system is used to define the using right and it is used to reduce the waste from dissipation
of rent.

EFRFERAUNEEARRETBEEERBNRE,

)

(1)

®)

)

()

(4)

)
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