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Microeconomics: 

Question 1: Show the Allais paradox in the Kolm Triangle. 
· Put the lotteries A, B, C and D as precisely as possible on the triangle.
· Assuming parallelness of AB and CD, show how a choice of B over A and C over D violates independence. 
· → draw the new indifference curves for these choices of B over A and C over D. Graphically they aren’t parallel, so independence is violated. Independence implies linear and parallel indifference curves, which imply an expected utility form. 

Question 2: Show that every Walrasian equilibrium is a barter equilibrium, but not vice-versa. 
· Draw the graph of this and explain in 2 sentences what you have drawn. 
· Give the definition and place on the graph: lens, contract curve, and the core of the economy. 

Question 3: Redistribution paradox. 
· Draw the Laffer curve and indicate crossings of graph with horizontal axis and indicate optimal tax rate. 
· True or false: 
· Choosing a tax rate higher than the Laffer-curve-maximizing-tax-rate is (Pareto) inefficient. 
· The tax rate prescribed by the median voter theorem is never inefficient. 
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