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Expenditures:
…
1. Rank the above components of UK public spending in the UK in order of their size (total public expenditure).
2.  Which of the above can be seen as “public goods”?


[bookmark: _GoBack](3 and 4) Suppose utility is U(x,G)=x+2ln(G) for each of ten individuals, where x represents private consumption and G is the total amount spent on a private good. Each individual’s income is m=5.

3. How much of the public good would be provided by voluntary action in equilibrium (in a one-shot game)?
a. CHOICES HERE

4. How much public good provision would be socially optimal? 
CHOICES HERE

[Diagram of unemployment trap here]
5. Which best explains the above diagram?
6. Which of the following are UK government programs that might help increase the incentive to return to work after a period of unemployment?
[list here]

7. According to Piketty and Saez (2006) how has the top 0.1% income share changed throughout the 20th century?
a. [options here]
8. Which of the following could be a  measure of the “marginal cost of public funds” [options here]


For questions 9,10, and 11 below, choose whether the (hypothetical) situation most reflects “productive inefficiency,” “allocative inefficiency” or “exchange inefficiency”:
9. Because of NHS underfunding and restrictions on private sector provision, the UK spends too little on health care as a share of GDP.
10. Because of adverse selection, the US system of health care insurance charges a lot for full coverage, therefore, most people do not fully insure, instead choosing plans with large premiums and deductibles.
11.  As a result of adverse selection and moral hazard, the US health care system spends a great deal of money administering and litigating insurance claims, leading to higher costs than many other countries for similar levels of care.
12. A criminal steals a collection of personal keepsakes family heirlooms and sells them to a pawn shop, who sells them for a few pounds to a different, unrelated family.
13. The UK government bans the domestic sale of organs. As a result, UK pubs can no longer make steak and kidney pies, and UK farmers sell the “offal” at a much lower price to Germans for pet food.
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