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What is Science? (mmn=?)
What about Social Sciences? (& rit=. s=iR?)

Joseph Tao-yi Wang
SREER TE—E6D

What is Economics?

» Science from Merriam-Webster: z=mzs)

» "knowledge or a system of knowledge covering general
truths or the operation of general laws especially as

obtained and tested through scientific method."
(PSR ft i 4 R 50 o5 B0 AT O R AR MRS, SRR PRV 5 B S BB BR O A )

» What is the "Scientific Method"?
» A58 TRIBSE] 7

What is Economics?




FEBEMK, THEHR]

» The scientific method seeks to (mzsEze)

» explain the events of nature in a reproducible way,
» (AIEERBENANRRESRES, )

» and to use these reproductions to make useful predictions.
b (3t FRULL B S FRAOTEAL. )

» It is done through observation of natural phenomena,
» (ERPRESHZERRENRS, UR)

» and/or through experimentation that tries to simulate

natural events under controlled conditions.
 (AERERHEE TELARABENRS, )

What is Economics?

» Apply the Scientific Method to Social Events: (suenzmmiens)

» Scientific method seeks to explain social events in a
reproducible way, and to use these reproductions to make
useful predictions. (massmeEnssrReteRs, ©EKFESBHER. )

» It is done through observation of natural social phenomena,
» (BB OEHSOARENIERS, URARRTRHES TELHERS. )

» and /or through experimentation ¥qat tries to simulate
social phenogréna under controlled dQnditions.
» Control Experiments (=si=s) vs. Empirical Work (=mmss)

What is Economics?
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What is Economics?
EEB SR

Joseph Tao-yi Wang
SREER TE—E6D

What is Economics?

» Textbook Definition: s rmzs)

» Economics studies how a society manages
scarce resources
BB HR— B B EEBEDER by Mankiw (2021)
» Old Textbook Definition: s=@smes)

» Economics studies how a society uses
scarce resources to produce valuable goods §

and services and allocate to different people ‘

» EERMR—ELSNCUERBELERREERBENNSE,
DEFEREA by Samuelson (1948)

What is Economics?

7 '/ ‘,‘ v
)
1 7 -~
Principles of Economics 9e
Mankiw
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» Traditionally: Economics is the study of how society produces and
distributes goods to satisfy the wants and needs of their/members.

» For m& Economics is the study of instituti
human behavior (reactions to institutions)

» TEBBER, THEHRK

s and

at is Economics?

» Central Planning in Soviet Union: P

» “...if the plan merely calls for tonnages of output,
(BEEEEEREE— BRI TUR RN AR ENAELEEOMEE, .

» there is every incentive to skimp on design or ,,,,

finish or quality, in order to concentrate on sheer

TARSAEHEEFERE . NEARPEOENEE, W
» Interesting cartoon in Krokodil (Russian
satirical magazine) (m@sxmanes pras—wu, )

» What if one asks for numbers? =umzEx=18mms7..)

What is Economics?
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» For any Institution, There's a Reaction!

» (Classical) Market mechanism is just one example!

» B TLERE, TEHE] TAAAMYERERE ERTHBRAREES THE] 2!
» Other mechanisms: Auctions, Match-Making (us/ms9%)
» Other institutions: Governments, Congress, @#= mm/a=)

» National Health Insurance, (zresE=zR)

» Families, Social Norms (xm. #=ise)

» Is Economics Really Everywhere?

What is Economics?

y (BEEREREELEE?)

e
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FERBRY KAz i g Enge)
Ko-Hua Yap 2008
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Other Fields (ELfh7E 1)

For any Institution, There's a Reaction

(LBRETELHE)

Social Sciences Study Human Society (fiERIZ2HBEARHLE)
I

What is Economics?

The dangers of a one sided story
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What media shows us

F EBEER,

ICEE
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sz L0900 |, Syedish Lottery in 2007 (HEILUPI )

Vilj ett nummer mellan 1 och 99 999. m
£ Keysa ett It (A, Ex. nummer 2 kryssas: 00002

i %= » Lowest Unique Positive Integer (LUPI) Game
“ : : » BOE—EBNES
» Choose a positive integer from 1 to 100
» BEEE 1 Bl 100 2B —EEEE

» Win if choose the Lowest but Unique
number

» EER/NBERBEMAZNEFHES!
" > Prize? (RMEHVIRED?)

What is Economics?

slido

e Choose a positive integer
e— from 1to 100 (ExE#Z 1 F
100 2 EH—EEZEE)

(@ Start presenting to display the poll results on this slide.
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Encam med lige ,I.lmbom

. » Swedish Lottery in 2007 (3zE2LUPI %2%)
e e e |_UP| Game

Want to Try Again?
(ﬁ%—/ﬂ?) . to 100

P EBEEIE 1 X LUV L8Ry IBICEE

» Win if choose the Lowest but Unique
number

» EER/NBERBEMAZNEFHES!
" > Prize? (RMEHVIRED?)

What is Economics?

slido

Try Again! Choose a positive
:——  integer from 1 to 100 (F2k
— —RIFBEEE1E 100 ZEHY
—EEEE)

(@ Start presenting to display the poll results on this slide.
24
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Last Chance! Choose a
positive integer from 1 to
100 (& —R! FEE 1 F
100 ZEHY—{EIEZEEN)

(@ Start presenting to display the poll results on this slide.

Frequency

14

2012 Principles Class LUPI Experiment

12 {n

10 A

Number Guessed

==All Data ——Mixed NE Frequency

What is Economics?

11
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1. A Set of Rules (= Institution) (—=msims)
» Either explicit or implicit (B#REI) (FueBcmExRmERe)
2. Individuals Optimize (@Errsmxsel)
» Because people respond to incentives! (maAmuzRaRE)
3. You Need to React to Others Optimizing (Emmﬁg%%gtﬁg)
» Even if most users follow the rules, the designer still has to
stress-test the system. (ENESHABRIGHE, HERGASNEZBEATBEENR)
4. What should the aggregate data look like? =rwssrs)

» Come up with a theory (model/graph/story)! (emmmana?)

What is Economics?

» k wins if nobody "uniquely chose 1 to (k- 1)", nor chose k
b (B L RIEEREEA TEEE 15 (k1) ), MEEEEMAE k)

» Assume Number of Players is Poisson(n)
» BRSHEABBPoisson A (T4 n), RARISITGOELR:

» Mixed Strategy Equilibrium requires:

» Pr(win | choose 1) = Pr(win | choose 2) =...

e MP1 — (1 _ nple_”pl) . e P2

t 1 \

Nobody chose 1 Nobody uniquely chose 1 || Nobody chose 2
(REE AR (REABEE) (REEMmARD)

What is Economics?

12
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1. p, decreases (EkHIHERiER)
p. > 0 for all k (Fraz=mEs)

‘;\3

nal

(ABEREXFIWEEIIDEE)

0.00000
1

10000
Number chosen (truncated at 10000)

What is Economics?

Concave/Convex (Mg /M)
Converges to uniform if n large

5. Does empirical data match the theory? =mzanzzzsmne

What is Economics?

A7)

» Collect data to see the big picture @=anms remts ) nremm)

13



FEBEMK, THEHR]

(BEHFEXEEDN)
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What is Economics?

(BEHFEXEERN)
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What is Economics?

14
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(BEHFEXEEDN)
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What is Economics?
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What is Economics?

l

(BEHFEXEERN)
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5. Does empirical data match the theory? =zanzzzsmnn

o 7
» Collect data to see the big picture (E=anxs reEte . nEenm)

6. Can individual differences be explained? (RerEREREEE
. . . 727
» Unlike the Bible, economic theory can change (zmawmezms?)

What is Economics?
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8
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Number guessed

16
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(BIFRIRRYEE)

Swedish Field Data
/ (HRNEER)

Cognitive Hierarchy (ZER R AIEEITE )
(x—1.80, A—0.0034)

|
Poisson Equilibrium (3391 7881)

1000 2000 3000 4000 2 5S000 6000 7000 S000 9000 10000

What is Economics?

(BIEERBIRE vs. Hith)

Imitation Learning
/| (apeaEen)
Field Data (smoothed) (B i&E )

|
Poisson Equilibrium (139i&7&:8)

T T
4000 6000
What is Economics?

T
2000

17
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(RICSEERE vs. Bith)

T
4000
What is Economics?

| T
0 2000

T T
2000 4000
What is Economics?

18
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(RICSEERE vs. Bith)

T
EOOO

T
4000
What is Economics?

T
2000

T
4000
What is Economics?

19
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(RICSEERE vs. Bith)

T T
2000I 4000
What is Economics?

i
m

(&1

BiEA vs.

At
.
&5

T T
2000 4000
What is Economics?

20
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(RICSEERE vs. Bith)

T T
2000 ' 4000

What is Economics?

i
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What is Economics?
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(RICSEERE vs. Bith)

T T
2000 I 4000

What is Economics?

i
m

(&1

BiEA vs.

At
.
&5

T T
2000 4000
What is Economics?

22
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(RICSEERE vs. Bith)

~—

I T
4000
What is Economics?

T
2000

5. Does empirical data match the theory? (Rigmp RS T
» Collect data to see the big picture @mganxss rzmie) ne2nm)

6. Can individual differences be explained? @un+srazze=e
» Unlike the Bible, economic theory can change (i@éﬁﬁﬂ&li&&“%ﬂﬂ%%??))

7. How can the institution be improved? #Eszsasmezm?)
» Market Design: The Engineer Question! (miswst: Tiemrm)

8. Where did this institution come from? (zzsEzmesrn)

» Why are we stuck with the current system? (mnmmasitEz?)

» The Historical Question (leading to humanities) (erEsEmAR)
What is Economics?

23
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» Traditionally, resources are scarce, so economists focus on
Production and Consumption: Manage Resources Efficiently
» BERERAREEERER, SERRELENLNE BRAERGWERNNSE
» But in the Meta Economy, resource is no longer the focus!

» More important are human reactions to information /institutions
» BEABIEERNK, BRABEEH EEENEAMAHNEN. BFHENKRE

» So, Economics = For any Institution, There's a Reaction!

» Given a set of rules, how people optimize; whether empirical data

confirms theory, and to find institution origins and improvements
» AL, RAKESMENE [ EBBEK, TEHE] | E—EBERAT, AfU@EKRKEER
t*; EESENUNOCEIEER, RS SEHEWTNE. EQmEK,

What is Economics?

» MIEBE NTHEER] REEHE? ERE THIINEW=EUZEL] ...

» To Push for Reform, You Need: (z#anz, re=)

1. Understand Logic of Current System (How it Works)
» FEERRRHEE: MNEREERERERNNAR

2. Wisdom from God (on How to Fine Tune the System)
» BIELETMRNES: MEXRBHEME, MENUHBAREHERARERS

3. Convince Key Person (to Make the Change)
» SRARBREICEAY ARINE: ERLEBEZAY, ARAIMAERETZERHY!

» Note: 1 & 2 are mutually exclusive!

What is Economics?

24
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» Instructors Face Their Own Challenges (= @%emmmmmn)
» "You don’t know how awful XYU students are." (WT\%%EXK%E‘E.._)

» "NTU students can do this, but not ours'” (Really?!)
BRI SABETLL FRER L oL 057

What is Economics?

» Every Divorce is different, but Marriage Counseling

is possible since there are: (zzaruzne, stpasiaus
BIABURIRES, SEEEST MRS -

(B A
2. Case Studies (mEE=m)
Inspiration (smsEzE)
» Can Learn from Analogy

» What About Policy? —
» BREUERIE? = e

25
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An Economic Experiment constructs a controlled environment
to observe how people make economic decisions under real
incentives, to answer questions raised by the researcher,
testing a hypothesis or which theory matches reality

(EEEEREEE—EEANERE, EREEFRANBERT, BRAMIETRORE/EEBERRK,
REOZMREMEILNEE, ERBERRKNERLRTSRE, )

» 4 Components of Controlled Environments: (zzzamnsssnizs)
1.

Real Consequences as Incentives (ER%E3ER)
A Treatment/Control Group Design (#i5gsezzst)
Random Assignment (s&t518)

No Deception (z2F#mEmEZi &)

What is Economics?

Q&A

(EAREBEE D, HEER...)

What is Economics?

26
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What are your questions for
[_D Joseph? (RENREEEL D,
BEREERERTE—Z6...)

@ Start presenting to display the audience questions on this slide.

57

Some more examples...

(BPERELENT..)

What is Economics?

27
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» "#& UELER" Inc. Offers 2 Cell Phone Plans:
» Plan A: $1 per minute

» Plan B: $168 monthly for 300min, then $1.5/min
» Based on Last digit of student ID# (or card drawn), you:

» #13: Use 0-100min/mo e T T
B 168 469 288 399
» O24: Use 200-300min/mo  zwes | Zwess | wwese | swvess | s
. . !Efﬁ'é’é‘ 2055 25:;}% 04 30;7313“%
» ©680: Use 400-500min/mo  go, om0 | Ak
- SBBEER & = = SEERARESE
» @579: Use 600-700min/mo  msss | wis s | oes | oar
. . ? ﬂ?fﬁﬂ $2/jﬁi§ $6/Z}§% $6/:7i§ 36.6522;%
» Which plan is cheaper for you? jzess o= - ooe | o e s

What is Economics?

slido

Which Plan is cheaper for
you? (BEIExxHV I EIEM—
B752?)
. Plan Az $1 per minute 5%
— Al —DE—RE
Plan B: $168 monthly for
300min, then $1.5/min 752
B: HiEE1680$]3007 &,
L1#&1.570/7)

(@ Start presenting to display the poll results on this slide.

28
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SEEE CDXER

’EZE

LINE MOBILE

168(12.128R7) 469 288 399
168 469 288 399
21MIEEZI8 21MIEZIE 21MEZ 8 21MIEZIE
anEE &8 FEoE e e
@oEE b PEEE ] o S054
B8 s 1055 b 4058
HeEE | EepEER = = F008--2%
BEER g = 3 EEBRAREEE
1. A Set Of Ru |eS (—EEERA) CrE I 245 2ER @S 1265
CITE 2 ; &% &=
. ) __|mimx | wnE /5% Too/n %
» Different cell phone plans (giga&s%=)mmss | wrs ssm | seam
SHEl_[Sias/EorT 288 =8

2. Individuals Optimize (EAxzR®BEK)
» Which saves me the most money? (BES&%?)

3. You React to Others Optimizing (EtAtaEEras8E, MAFSEE)
» Want a free iPhone 137 Get a new line! (a7=xF®sin—ErI%?)

4. What Should Aggregate Data Look Like?

» The separating equilibrium says @#13d579 choose plan A, while
024680 choose plan B (zmuzsrEs? mamnEmnm?)
» DEEIIE (Separating Equilibrium)HITERIE # 137145708 Z5EA, O24FO680BZET5=B

What is Economics?

5. Does Empirical Data Match the Theory? mzaneazsmma?)

» How many @#138579 (024680) did choose plan A(B)?
» (BIBIESD 6 SSR(O O BH)EMESZAR)?)

6. Can Individual Differences be Explained? ausmmsizeesme)
» If you are different, what were you thinking? (m®tr246l, (REEEEmN?)

7. How Can the Institution (Rules) Improve? (siz /e aamemmer)
» What would you do as a marketing manager? (NR{r2FHicEa/EEM?)

8. Where Did this Institution Come From? (z=#izsmzsm?)
» Copied from other countries? Only one approved? (wEsmwEES=? REE

BB BN CCHIRRAE?)

29
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» Screening Devices designed to Differentiate (@zusizsmazsss)
» Let some choose Plan A, others Plan B (g AxEs=A, S—#AZESEB)

» Ex: Marketing Campaigns Target Specific Groups (st#itiFimss)
» Student/NP plans of cell phone companies (&11%5 MB4EEE NPEE)
» BOGO, 2nd pair 50% off, 2nd bottle 41% off... (8—r—. s-=x&..)

» HR Screen CVs Based on Certain Criteria (\zzmEmisss e irems)
» lvy League, GPA, extra-curriculum activities, GIS

» Students try their best to satisfy those criteria
» LEONER: BEEM. NS, HEEENEFLERE
» BEMESRBIRLIFGRFINER

What is Economics?

1. Expected Salary if you graduate from: (mzmaszee=r )
» ©24680: National iDaiwan University: 35k/mo (BT ER 0 A2 R EEF35K)
» @134579: Salty Chicken University: 22k /mo (fuizaisrs A 22 €£522k)
2. If you go to graduate school at NiDU: (xmriraszaszs 2 0@ msm
» Expected salary 40k /mo, but need to repay student loans @ 5k/mo
» (BERBFIOK, DASBRBEN(NHBEN)BR5K)
3. Would you (advise your friend or
your son to) apply for NiDU

graduate school? Why?
» (ARIREREREHRA BIHE?)

What is Economics?

30
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BAGNIDU earns 35k/mo BRI KZ
E X HF35k,

BA®SaltyChickenU earns 22k /mo
R & KB X HER22k

MAGNIDU earns 40k/mo (but need
to repay student loans@5k/mo) K=
BRAKXKSBMREEBFHA0k, BFE
B S AE5kK

Would you apply for NiDU's MA
program? FLEBExx KM, BEAER

Zh3RAT?

(@ Start presenting to display the poll results on this slide.

68

1. A Set of Rules (—=mmime: sigmip b (g L) ARNOEES)
» Credentialism on the job market (and society)
2. Individuals Optimize (BAxREE S EL)
» Which choice is better for my job market? (mEEZHFERBREF?)
3. You React to Others Optimizing (2iAtbEErEs8E, FUTERRE)
» Would salary be the same if everyone has a MA? (xx# - HRFAETESFRE?)
4. What Should Aggregate Data Look Like? (zeeissrminmaanmnm?)

» Pooling equilibrium says all should get a MA, though NiDU undergrads

(©24680) are indifferent (Other equilibrium?)
» (BE—ERERAMBASSEMRAN, HABRIANABENERLEREFRE. ) (E13&IIE?)

What is Economics?

31
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5. Does Empirical Data Match the Theory? (mzanzszsrna?)

» How many @#138579(024<>680) actually applied for MA?
» (AIRIESD 6SFTH(OOBH)EEERRHA?)

6. Can Individual Differences be Explained? @ausmmsizzssmmer)
» If you are 024680, what were you thinking? (0 ¢ BamirsEEEEN?)

What is Economics?

slido

| am a BA@GNIDU (©24<680)
b s and | will apply(or not) because...
(FIBERAKXBHK E]1
[RE 1 REMRAEA, RAZ..)

(@ Start presenting to display the poll results on this slide.
71

32
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5. Does Empirical Data Match the Theory? (mzarzszsrna?)

» How many @#138579(024<>680) actually applied for MA?
» (AIBIESD @SFH(OOBR)ERBIZMRF?)

6. Can Individual Differences be Explained? (aummmsiz=esme?)
» If you are ©24680, what were you thinking? (0 ¢ BamireEE=EN?)
7. How Can the Institution (Rules) Improve? (siz /e aamsmamer)
» What would you do as employers? As Minister of Education? (g

EEEEN NRFEREBEIR?)

8. Where Did this Institution Come From? (zz=sizsmasmn?)
» Imperial Examination System? (& Ts

m? BEICESE

EFESRaERIBEHE?)

What is Economics?

» Which Would You Choose? (mutually exclusive)
1

R E—HEE...)
Spend 4 Years Studying at the world's best university, but must
keep attendance a secret. (22tHFRSBNAL, BEERERIRLE)
2

Get an Official Degree from the world's best university, but cannot
actually study there. (22ttREBEABNELESE, BREER)

» Answer Reveals which do you think is the more important
reason Education Increases Salary

Your Human Capital vs. Your Signal
» RERERRITBANEREFE

AMERRABELRER: RENANESR vs. BEBRIRE IR

What is Economics?

33
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» Signals Let You Stand Out (mmimmastmnssmmsEme s

» Convince others you (your products) are better (RS IRILELS, BRAR)
» Examples: iz
» Consumers Demand Certificate of Origin (szzsrzmEs)

» Credentials, Recommendation Letters, MIT, ISO (2@} / sekEE/ amess)
» Demonstrate Qualification in Job Interviews (xmzzaaEsmmacms)
» Hire me, because... (ERREXE SN/ t2) (RENRER, SATRIRLSREIR?)

» How would you convince interviewers to admit you? Should |
go for MBA immediately after college? @menmrzzsusravpan?)

What is Economics?

» Find the cat in these owls
» EEESHBEE I —EFmIK

» Can you find it?
» RASEIE??

» Opposite of a good signal!
» RSB IIBRENRETIN??

What is E LT

34
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LA ==

E%E%Eﬁg¥qﬂ}j€_¥am\ EU%

» Can you find it?
» KASEINS??

» Opposite of a good signal!
» HELETTERBRIRE F1577

» Find the panda in these
dogs
» ERTEIDBERIk—E5EER

» Opposite of a good
signal!
» B BHNRE TIK7

35
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Q&A

(FREEHSD, HESMH..)

What is Economics?

[—D FEREEE D, HEREER
FEiE—Z60...

36
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Public Goods Contribution

(ALEIEBEIE

)

&l

What is Economics?

» Form groups of 4 people according to your card
» FRIZIBTF KRR, DN A—i8

» Each group member should have a card (m—mmmea= rmse)
» Of the same number waa=zrEas)
» But NOT the same suit! (ezrerames)

» People online join assigned chatrooms (grsmzmrssnsmie

AGTRE)
What is Economics?

37
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» Each group has 2 red, 2 black card (zeesemEaes. mEzeak)
» | will collect 2 cards from each group (z#xsAersERRmEE)

» You choose which two cards to submit to the pool:

» two black, two red, or one each
y (BEETRESHRBMEREAAE SHME. MIN—2—19T)

» You keep the remaining 2 cards (s FmasieezringE)

» Submit cards facing down (secret) (#xKEBRESR TREHASFUBENS)
» | will count red cards in the pool (muwmsamresezsEaam)

» Discuss and jointly decide; no dictators! (EEmslErE, FEHEE—

BABE)

» Scores depends only on red cards (zEaEsmRRIEE/ BERTED)
» 1 red card you keep = 1pt for your group (nEmamaerTmzEsE)
» 1 red card in pool = 2pt for each group (aEmazuerTEsEmnE9))
» If there are 30 groups and each submit one each

» Pool has 30 red cards (=60pt), so each group earns 61pt!
» (BB ESEEE, SHESYL—I—BEAAE, ABRB0EMLEIE(=602), SEE615)

» In later rounds, red cards you keep may change value, but red

cards submitted to the pool always yields 2pt for each group
y (E2ANEE, AETHICKEETEMEE, BARETNIEREERS)

What is Economics?

38
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4

» How much would you earn

red cards, but you submit only one?
» (RBIEEZEMIRAIENE, ERFMEERBE—RIGHE, ERIEMASELDT)

» Is it worth it to keep one red card? emumme)

» Group Earnings = (1pt x red cards you keep)

+ (2pt x total red cards in the pool)
(MMEEE = (19 x REASRER) + 29 x AEISHIERR)

» How much would you earn
red cards? wssoemsemEneE, ases?)

if others all submit two

What is Economics?

if all groups submit two

85

slido

Group Earnings = (1pt x red cards
you keep) + (2pt x total red cards in
the pool)

INBERE = (193 x FAEFEREERE)
+ (293 x REFIEERERE).

How much would you earn if all
groups submit two red cards? (2%

30fRER3Z2RATENE, BEH D7)

(@ Start presenting to display the poll results on this slide.
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slido

Group Earnings = (1pt x red cards

you keep)

+ (2pt x total red cards in the pool)

INBERE = (193 x FAEF EREERE)
+ (293 x REFAIEERERE).

How much would you earn if other
groups submit two red cards, but you

submit only one? UN5R BI#E &R 25R A1
e, BIrfISHEEELRIEHE, &
RIMFEEESD?

(@ Start presenting to display the poll results on this slide.
86

» Group Earnings = (1pt x red cards you keep)

+ (2pt x total red cards in the pool)
» (BB = (19 x REASRER) + 29 x ARIBEREN)

» If all 30 groups submit two red cards, mzeszmETe:)

» Pool has 60 red cards, so each group earns 120pt! (am=60s
Ak, HEE60%2=1205 BARBEBTHMEMERE, RMSENEE—FIR, )

» If others all submit two red cards, but you submit one,
»50%2 + 1 =118 + 1 = 119pt (2)!
» Is it worth it to keep one red card? No! (rwsmws: 2=

What is Economics?
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» Group Earnings = (50pt x red cards you keep)
+ (2pt x total red cards in the pool)
» (IMVBESREN = (509 x REBAIERER) + (29 x ABIEIREE)
» How much would you earn if all groups submit two
black card? wm=siessemeeean, asgs?)

» How much would you earn if others all submit two

black card, but you submit one each?
» (ARBIEEBZEMEERE, BRFMEERE—RIGHE, ERIEFASELDT)

» Is it worth it to submit one red card? wuesmuEws)

What is Economics?

slido

Group Earnings = (50pt % red cards
you keep) + (2pt x total red cards in
the pool)

INBEREH = (503 x FAEFIEHEERE)
+ (293 x REFIEEREREH).

How much would you earn if all
groups submit two black cards? Z1%
30fBER3225R BB, BEKD?

(@ Start presenting to display the poll results on this slide.
89

41



FEBEMK, THEHR]

slido

Group Earnings = (50pt x red cards
you keep) + (2pt x total red cards in
the pool)

INBERE = (503 x FABEXI EBREREN)
+ (293 x REFIEEREREH).

How much would you earn if all
groups submit two blaZI R BI#BEEF3Z2
SRAREBRE, BIRFIEHERZ1IRIIEM,
ERIRPEE&ED?

(@ Start presenting to display the poll results on this slide.
90

» Group Earnings = (50pt % red cards you keep)

+ (2pt x total red cards in the pool)
» (BB = (509 x REAIEIERE) + (29 x AEABIERE)

» If all 30 groups submit two black cards, mzeaswmezen)

» Pool empty, but each group earns 0*2+50*2=100pt! (amz=z=,
BEA180%2+50%2=1004 BNRBEHZHAMESBEIR, MIEBATH—FIEE, )

» If others submit two black cards, you submit one each,
» 1%2 4+ 1*50 = 52pt (3)! (mAz25@ImMR\1%2 + 1450 = 52531)
» Is it worth it to submit one red card? No! wuerees 58

What is Economics?
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» Group Earnings = (4pt x red cards you keep)

+ (2pt x total red cards in the pool)
»(MEEE = (49 x DEASEER) + 29 x AEISRERR)

» Please collect four cards from me samsmerammenmEs)

» You have 60 seconds to discuss whether to submit two
black, two red, or one each (guEssonsmEzmE. mirs—=—)

» Then, submit accordingly (=mssnsresmes)

» How many red cards do you expect from 30 groups?
(#IL30#8, MMAMHERHIDRIEE?)

What is Economics?

slido

. — How many red cards do you
s expect from 30 groups? (#2+£30
tH, IRFAHEREHIDRIIEM?)

(@ Start presenting to display the poll results on this slide.
93
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» Group Earnings = (4pt x red cards you keep)

+ (2pt x total red cards in the pool)
»(MEEE = (49 x DEASEER) + 29 x AEISRERR)

» Please collect four cards from me ramsmpsaamenmss)

» You have 60 seconds to discuss whether to submit two
black, two red, or one each (guEssonsmEzmE. mirs—=—)

» Then, submit accordingly (=mssnsresmes)

» How many red cards do you expect from 30 groups?
(#IL30#8, MMAMHERHIDRIEE?)

What is Economics?

slido

Try Again: How many red
o cards do you expect from 30

. — groups? (B2R—R: #3048,
IRFABE R HZ D RATEHE?)

(@ Start presenting to display the poll results on this slide.
95
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» Group Earnings = (4pt x red cards you keep)
+ (2pt x total red cards in the pool)
b (VBB = (49 x RELEEER) + 29 x ABIESEER)

» Please collect four cards from me (ermsmpram@anmEs)
» You have 60 seconds to discuss whether to submit two black, two
red, or one each (ZEBOWHRESME. ML —B—4I)
» Then, submit accordingly EamsnpresmE)
» This time, groups have 120 seconds to discuss (315 &kE1201 T Mt )

» How many red cards do you expect from 30 groups? (w304,
REME R DR BI?)

What is Economics?

slido

If groups can discuss, how
many red cards do you
*—  expect from 30 groups? (4l

— EZETULR...)
@3048, REBREZHSD

SRALEShE Y

(@ Start presenting to display the poll results on this slide.
97
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» Group Earnings = (4pt x red cards you keep)
+ (2pt % total red cards in the pool)
y (UVEEREN = (40 x FAEFIERER) + (22 x REAERRERE)
» Please collect four cards from me (EamsmerzmEEnmE::)
» You have 60 seconds to discuss whether to submit two black, two
red, or one each (BEBOVITRESME. MAN—B—4)
» Then, submit accordingly (mmmsnprewmEs)
» This time, groups have to disclose their submissions and make
them public information (rzEE®zE. BEAARH)

» How many red cards do you expect from 30 groups? (@304,

RS RZHZ D RIIBHET)

What is Economics?

slido

If groups have to disclose,

how many red cards do you
*—  expect from 30 groups? (%
— RIBEEZRHE..)

fRL30#H, RIAEASRZEZ

SRALEShE Y

(@ Start presenting to display the poll results on this slide.
99
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» How much would you earn

red cards, but you submit only one?
» (RBIEEZEMIRAIENE, ERFMEERBE—RIGHE, ERIEMASELDT)

» Is it worth it to keep one red card? emumme)

What is Economics?

» Group Earnings = (4pt x red cards you keep)

+ (2pt x total red cards in the pool)
(IMEERE = (49 x REASIER) + 29 x DEISIIERY)

» How much would you earn if all groups submit two
red cards? wssoemsemEneE, ases?)

if others all submit two

101

slido

Group Earnings = (4pt x red cards
you keep) + (2pt x total red cards in
the pool)

INBERE = (493 x TAEFEREERE)
+ (293 x REFIEEREREH).

How much would you earn if all
groups submit two red cards? (2%
30#BERR2RAIEBIE, BEHDT)

(@ Start presenting to display the poll results on this slide.
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slido

Group Earnings = (4pt x red cards
you keep) + (2pt x total red cards in
the pool)

IVEIREN = (490 x FAEFIEERE)
+ (23 x REFAIEBERERE).

How much would you earn if others
all submit two red cards, but you
submit only one? (Z15R BB ER3Z H 23k
e, BIRFfISHEEELRIISH,
ERIMPEERS?)

@ Start presenting to display the poll results on this slide.
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slido

Group Earnings = (4pt x red cards
you keep) + (2pt x total red cards in
the pool)

IVEIREN = (490 x FAEFIEERE)
+ (23 x REFAIEBERERE).

How much would you earn if others
all submit two red cards, but you
submit NONE? (205RBU#E &R 3Z225R 41
Bhg, BIRFfIEHEEE2RAER, &
RIMPEERDT)

@ Start presenting to display the poll results on this slide.
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» Group Earnings = (4pt x red cards you keep)

+ (2pt x total red cards in the pool)
b (MVEEE = (49 x REAENER) + (29 x ABAELEER)

» If all 30 groups submit two red cards, (mz3vE@metmELEE)

» Pool has 60 red cards, so each group earns 120pt! (aEB60ER Ik,
101860%2=1203! BNRABEHZHAME I, MILEMEARE—RIEE, )

» If others all submit two red cards, but you submit one,
»59%2 + 4 =118 + 4 = 122 ()] (nzmEmELeimE?)

» If others submit two red cards, but you submit NONE,
» 58*2 + 4*%2 = 116 + 8 = 124 (3)! Worth it to keep! @)

» Group Earnings = (4pt x red cards you keep)
+ (2pt x total red cards in the pool)
b (MBIREH = (49 x AEMEIEES) + (29 x AEMEISBESR)
» Group Discussion: ()asiimre)

1. What is the cost of submitting one red card to the pool? (#t—&
BB RENRERTET?)

2. What is the rate of return for submitting one red card to the
pool? (BH—RAIRBIABNRERMEESD?)
3. Is it good for the society as a whole that a group submits red

cards to the pool? Explain. (#FamamsaEesiks, E—ARETEAEE
RERBEIG? BRIEROME, )

What is Economics?
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1. A Set of Rules (—zsmisa: xxamBIeaBER, BEMELETIRFAEA)
» Everybody can contribute, but equally divided

2. Individuals Optimize (BAxRzE B EL)
» The Selfish Gene? (—EURXFTHAR? )

3. You React to Others Optimizing (2t tbEgrEs8E, FUTERE)
» Will you contribute if others do not? (nExx&HRIE, (REEE=RAEE?)

4. What Should Aggregate Data Look Like? =mezsms:

» Nash equilibrium = nobody contributes = Tragedy of Commons!
» IBSREVFERIARM@? Nashi9@FRBIFME AT E RS, MERNEEEE!

What is Economics?

5. Does Empirical Data Match the Theory? (mzansszsimnaEa?)
» How many contributed zero? Give to Pool = 7 GILTESE 2Nk s o)
6. Can Individual Differences be Explained? (ﬁﬂmmﬁgﬁﬁﬁggggg%\?
» Why did some contribute, but others not? (&t+EB AR, BAFREIR?)
7. How Can the Institution (Rules) Improve? (s /zsnaasEme?)
» How can you induce more contribution? (MBHRFEARBEL, REEEM?)
» What if let people take in order? (@xzzREFS=RERENEISTWE? )
8. Where Did this Institution Come From? (zzsizsmesm?)
» Social norms solved Tragedy of Commons (fzxERaamsas MNsEmal )
» What about Global Warming? (Baisems:. #u2mELIR?)

What is Economics?
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» Teamwork Requires Preventing Free Riders (mpzrzznzs vsa2m)
» Better if all contribute, but you never know if... (&szssnss, RpsiEs)
» Examples:

» Project Management (stzanms: sz
» Design Reward Schemes To Induce Effort (sgztgses s sz B AR &L 1?)
» Disclosure (Good Way to Encourage Donation!)izzsmissmmin)

What is Economics?

» Watch this Video: EsgrmemasEss kR
» https://www.youtube.com /watch?v=7FbkwrhW 0l&t=225s

» Two Players Each Choose to Split or Steal

1. Split the Money If Both Choose to Split

2. If One Chooses to Split, the Other Chooses to
Steal, the Steal Guy Gets All the Money

3. If Both Choose to Steal, Both Get Nothing

» MEASEEE TF5 ) S T25) . MRERE 15 BEIEE.
MR—EE [Fp1 , Z—EE T2, BE 22 WESRES.
JNREPEE (£ | GiMEATERZE,
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» How Would You Convince the Other Guy to Split (as
One of the Players)? msnemusssz—, mumanmusrsss?)
» British TV Program: Golden Balls =mmzsama: gem)

» How Many People Really Choose to Split? Why?

» How to Prevent Being Stolen/Both Get Nothing? (m2oAmm
WELS? BIE NETRERH O SAMNES NRFELAREES, REBEEH?)

» How Can You Make Both of You Better Off?

» An Unexpected Twist... (#xmastnnmuBe, S22
http://www.youtube.com/watch?v=S0qjK3TWZE8
X FEIR: https://youtu.be/W5qz8SNO7Wc

What is Economics?

» Cooperation is Good, But He May Betray You (a#rsrzas,
EHRSHFTTRREHEE, BALNBSEELEHEZEONINSES)

» Though Consumers Look Competition
» Examples of Pre-play Communication: (=ssmauma)

» WSJ: Airlines Ticket Sales On Monday Night (izaassies—mEr

» Opponents Forced to Match Tuesday Morning ﬂfggfggéﬁfﬁéi

» Best Online Airfares Occur @ Tuesday 3pm EST LH#EHRRREREESX
RIFEEE_TF =8

» Will Airlines Honor Agreements Not to Sale?
» If Books.com.tw offers 21% off, so will TAAZE!
» (EEARGIERENHEEHRES AN SHERNEEETHAD6H. B EhERE)

What is Economics?
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Conclusion: Economics is All About Institutions and

For any Institution, There's a Reaction.

» Given a set of rules, how people optimize; whether empirical data
confirms theory, and to find institution origins and improvements

» (RRKESBMEAMAHBENRE, I [ LHBER, THER] | E—EBEBRAT, A
FaEERRESRE, FERERNNTHEER, LB E@/FHEMTBGE. DMK, )

» As shown in the following examples: (m==zms@ss)
» LUPI Game (B e—=mpe%)
» Screening & Signaling (ememHmsR5EE%)
» Voluntary Contribution Mechanism (sgaigs)
» Pre-play Communication (ss%#@a)

What is Economics?

fisam . (0% [ — )& 2 55 K HY RS RE |

» 3 Necessary Conditions of Successful Reforms: (w=mmn=mnz=se)

1. Understand Logic of Current System (mmmnmza)
» Institutions that ignore human reactions to it invite trouble!!
» (LBHEER, TEHREARAMHZERBRE, FEE [TEHK] WHEEE S KE#!)
2. Wisdom from God (on How to Fine Tune/breaking points)
» (BRETBMENEE, MEXKEEME. MNENTHRAREHEZRARER)
» Institutions should be stress-tested with field experiments during trial
periods (RipEBABERE/TIX, ASERNEDBRILERHNGNE)

3. Convince Key Person (to Change) mmatenmemasue)

What is Economics?
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he End

» Special Thanks for lecture development: (435l R%#)

» ASO-MBA. gitmshllLZH, ZEFZE, L—LPAXLERE
ERNAERBRm. AR, aXiEEE. aXKHRE,
SAMENBERESTHRIE. ZEERUKEBRXNEZR=EGZE

{73 BB B3 1t — R 72

Q&A

(EAREBEE D, HEBER...)

What is Economics?
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116

slido

FEANEEEN D, BBEREER
HEE—Z6...

@ Start presenting to display the audience questions on this slide.

55



