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2. Analyze the tax incidence of a perfect competitive market with proper models. According
the analysis, should government levy tax on firms ?7 (25%)
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4. An economist claimed: “Although the lump-sum principle analysis tells us that a private
health insurance market could be more efficient, government should intervene because of
the problem of adverse selection.”

a. Analyze public health insurance with the fump-sum principle model. (8%)
b. Analyze private health insurance in relation to adverse selection. (8%)
c. Do you agree the above statement 7 (9%)
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