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1. Asymmetric information
2. Nash equilibrium
3. Bertrand competition

4. Coase Theorem
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{I1. In recent months a number of newspapers and journals have published articles
expressing comcern about how the Taiwan could be. adversely affected if other
countries stopped buying Taiwan’s semiconductor products.

Use your knowledge of the Solow model o discuss this argument, indicting where
in the model such a change might show up; then, show liow this change would
affect (a) the capital stock per worlker, (b) output per worker and {c) the growth
rate of output per worlker in the long run. (You can either use either a graph or
mathematics to answer this question. (25%)

IV. Explain briefly why, in a monopolistically competitive equilibriuvm with

homogenous goods, the industry produces too little output. (What do you mean by
“too litfle”?) (25%) '
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