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‘Game Rules i)

» There are three rounds #zaser=mE2)

Tradable_., Permit Auction «In each round, each group sends one to
(/?# ‘F ] *ﬂ AR ?E B ) draw a card, and keeps the card secret. #==s—
Ead - SEESNSERRER—EREE - FRENASEEIEEE )

Note that there is LUCK involved here!
(BEE . AEHE—EHWERSEE)

siteBEsyeol
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\ Game Rules gzsisa) (
« Each group is a factory producing 1 good (valued at $130) &
emitting 1 unit of pollution (reduced if reduction cost is paid)
(SRARFE—RTH - TEE—BAERLIES 130 BoFR - ERBLEHN T— BT Round 1
F, BEM CHRERE, - FERRATRS ERLE) (LEARE = oI x 10) (%- —ME A)
+Reduction Cost = Your Card Number x 10 =
+ Permit holders exempted from reduction cost Randomly Assign 50% Licenses
Permit Holders: Earn 130 manms: 55 - 130
| -i0 | (B 5 BB R)
Non-Holders: Earn (130 — Reduction Cost)
(ﬁﬂ'ﬂ% Hﬁ - 130— EHEWZS)
_
Round 1 What Should Firms Do in Free-Form Bargaining?
(EARTISRZMNIER T2 EREZETHTERNZS?)
+ Gov't Distributes Cards and 50% of the Licenses Randomly Permit Holders > Not Sell: Earn 130
- (EIBURTRERE SR e AL BUT RATT TR @ L - Sell: Earn (130 — Reduction Cost + Price Sold)
HRE -FE : 85 =130

- B 8% =130 - EEME + MI(H

Non-Holders - Not Buy: Earn (130 — Reduction Cost)
- Buy: Earn (130 + Buy Price)
BHREE - FH: 8% = 130- AERE
— B 8% =130- A

« Licenses are traded publicly (2mi5z5)
« Trading is voluntary, but irreversible
- (BBXSEFERE  FABEARNEES)
+ You have 3 minutes to trade under FREE-FORM BARGAINING
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- GrEnRBER B Where do permits end up after trading?
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Round 1 Round 1

02:28

Round 1 Round 1

O1:88 00:28

( Round 2 #85)° (Group#)
* Gov't Distributes Cards and Licenses WTA
- (B RREEE R/ E) (FRE=EE)
Rou nd 2 » EACH factory receives one License
(%:@@) - (BRI TES —RTRFTHNE)
, . * Gov't buys back HALF of the Licenses
Gov't Buy Back 50% Licenses - ERREREE )
(BUT\TE; EE3| $;|”E‘|7‘:|::) « Submit SEALED BIDS with group # and Willingness-to-Accept
- (RPEHRR/EET  SARTANREELENSE)
e ‘": )
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Round 2
+ Submit SEALED BIDS with group # and Willingness-to-Accept
- (RATHRRBET - SERTARRER L S0 51 Group#)
* Lowest N/2 bids win WTA
« Gov't buy price = (N/2+1)th bid (&)

© (R—ERHE - BNELE N/2 + 1EMSE @ A1 N/2 B0 IR EAHR)

|N0t Sell: Earn 130 zusmsms a5 - 1so)|

Sell: Earn (130 — Reduction Cost + Price Sold)

(RELOHRE: 55 = 130 - BEME + WEE)

Round 2

* Lowest N/2 bids win; Gov't buy price = (N/2+1)th bid
- (R - BRI N/2 + LSS @ 5 N/2 ERTE EANR)

- Example: If 10 groups bid 100, 90, 80, 70, 60, 50, 40, 30, 20, 10
- (ISR - MR+4EHER 100, 90, 80, 70, 60, 50, 40, 30, 20, 10)

» Groups who bid 50, 40, 30, 20, 10 win, and get paid 60.
- (18 50, 40, 30, 20, 10 TS - BURF 60 TE FEMAHER)

» They earn (130 - Reduction Cost + 60), and the rest earn 130
- (REERRE: B9 = 130- MERE + 60 - FREERRE: §4 = 130)

Submit Your Bid!

Principles of
Microeconomics

Round 1 Theoretical Prediction

‘ mDemand ~Supply ‘
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Round 2 @51 (Group#)
WTA
* Gov't Distribute Cards and Licenses mmaiig=ierh+) (BEESEE)

« Every factory EACH receive one License (&x Irtgms—i& FR#am)
+ Gov't buy back HALF of the Licenses (s 8 e ##8)
+ Submit SEALED BIDS with group # and Willingness-to-Accept

+ Highest N/2 bids win; gov't buy price = (N/2+1)th bid
- (RATHRRBET  SERTARRER L SN2
- (3 - BELUE N/2 + 1 EMSE [ A1 N/2 B0 TH BARE)

|Not Sell xumenmz): Earnmgs( S9) = 130|

Sell: Earn (130 — Reduction Cost + Buy Price) |
vﬁa@iﬂ@% 1§45 = 130 — B A + ULHE(E)
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i Round 3
« Gov't Distributes Cards
- (B SRRBSEhE)
Rou nd 3 + NO factory receive License
(%‘ =g g) - (ERTRF HOEETRHETHR)
» Gov't sells HALF of the Licenses
Gov't Auctions 50% Licenses Cooniitang )
=\ 7 « Price clock starts at $130 and drops by $1 every 0.5 secon
(BT HEE F B R - (BFHE 130 BT - 505 BE )
— fsieeBEvite
Round 3 Round 3
» Price clock starts at $130 and drops by $1 every 0.5 second « Clock stops when N/2 people rise and you buy at that price
- (WFHEE 130 AT - 505 B 1) - (BE N2 NREWHBRE - SREL - DY BEFRHEER)
* RISE if price is acceptable @snmaazzsamien) » Example: Auction off 5 permits to 10 groups
« Clock stops when N/2 people rise and you buy at that price + (RO - B HRAGRAEA HETR)
- (BE N2 AREBEBER - SRS - IR I BEE R ) « At price 129, only 1 group stands up. Auction continues.

« At price 89, exactly 5 groups stand up. Auction ends at 89.
- (B1=129: RE—ERY - MIES - B15-89: MFFMARY - MILI8I TAHE -)

Lose: Earn (130 - Reduction Cost)mmuma: « 5 groups (130 — 89) = 41; the rest earn (130 — Reduction Cost)
- (BENTR: B85 = 130 -89 = 41; REMNAM: B4 = 130 - HERE)

|Win: Earn (130 — Buy Price) @msma: 55 - 130 mmie

5% = 130 - FEEME)

Q
Let's Start!
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Round 3

Round 3 Results

- Is it more efficient (for the society) to have firms
with high reduction cost to hold emission permits?
- REEHEOAERE B ORERARE  NIESE TRIRNE, 2ias
MEERIE?)
g e =1z
Discussion (&8 E 51 7)
» Why give out permits? (strmz s ?)

» How is ROUND 2 & 3 related to Vickrey auction?
> (ROUND 2 & 3 iR#ise BT A ERME?)

Coase Theorem sz

+ Without transaction cost, the final
outcome is always efficient under free
trade, regardless of property right

allocation. EmasmawmaT  FaRsomgme
"

T REAHBEHRS - RENRSEROTERAUEN )

Ronald Harry Coase
1910-2013

Coase Theorem Example sz

 Alex and Ben are roommates. (&3 A 8 mAfE—i2)
+ Alex loves to play loud music, but Ben hates it.
 Guess what will happen between them!

AERABENEE B2 B RIMLTSH - REMPIS R HEREKIERE ?)

Case 1: Alex gains $200 for playing music,

Ben loses $400 tolerating it. Efficient result:
(A MEHEH 200 THIHEERE - BA-400 THRERE - BUENERZ: FAHEH)

Room belongs | Room belongs
to Alex zmzaw)| to Ben =mzem)

Casel (300, -300) (0,0)

B Alex 300 @ No Deal
(Ben pays Alex 300) — ( )

vYes B vt

(FRES)
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Case 2: Alex gains $400 for playing music,

Ben loses $200 tolerating it. Efficient result:
(A EREHA 400 THBEEE - BH - 200 THRRRE - AUENERR HEH

Room belongs | Room belongs
to Alex (=mz A to Ben =mzs)

Case 2 (400,-200) | (100,100) |(Alexpays

Ben 300)
wmg) -

(No Deal)

£adid |
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