EE311


Exercise 11

Market Failure

1. Certain schools do not report student ranking.  One rationale is that eliminating the ranking system reduces the pressure on students, thus enabling them to be better in school.  Why might this policy help or hurt students?  

2. Thailand is one of the most popular locations for Chinese tourists.  There were about 70 thousand Chinese tourists visited Thailand every year.  The competition among Thai tourist agents is very fierce.  Some agents continue to cut their prices until the price is zero.  This phenomenon is called “zero-dollar tour package”.  At the same time there often news reports that many tourist agents often take the tourists to fake jewelry shops.  Use the theory about market failure to explain this zero-dollar tour package phenomenon.
3. Some sellers offer to buy back a good later at some pre-specified price.  Why would a firm make such a commitment?

4. Food courts in department stores or discount stores require customers to buy coupons or cash cards instead of paying the food booths with cash.  Use asymmetric information theory to explain why aren’t the food booths allowed to sell food directly for cash.

5. Why is zero pollution not the best solution for society?  Can there be too little pollution? Why or why not?

6. Are broadcast television and cable television public goods?  Is exclusion possible?  If either is a public good, why is it publicly owned but privately provided?
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