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Department of Economics, Colby College

October 9, 2017

Instructions: Open book exam; you may look at your textbooks and class notes. Keep answers
brief and specific; points may be deducted for excessive rambling; 60 minutes.

1. With reference to articles discussed or mentioned in the lecture notes,

(a) Which finding on individual behavior did you personally find especially interesting or
surprising? Why? (20 pts)

(b) Which finding on markets did you personally find especially interesting or surprising?
Why? (20 pts)

(c) What is the role of social norms in human behavior? (20 pts)

2. Find all pure and mixed NE for the following (symmetric) Rock-Paper-Sissors (RPS) game
and the payoffs obtained in the respective equilibrium : (10 pts)

R P S
R 36, 36 24, 96 66, 24
P 96, 24 36, 36 30, 96
S 24, 66 96, 30 36, 36


3. An article published in an economics journal examines “life cycle consumption decisions,”

that is, an individual’s borrowing, spending, saving and investment from childhood through
retirement. The data come from subjects who filled out an online questionnaire. Instructions
“strongly and repeatedly emphasized” that subjects should do their best to give answers that
“would make them the most happy given the situation described.” Each subject received $15
and refreshments for their participation

(a) The authors describe their study as an “experiment. . . in a controlled life-cycle setting.”
Discuss on this description, referring as appropriate to concepts from this class such as
external validity and salience. (10 pts)

(b) Suggest an alternative way of running an economics experiment on life-cycle consumption.
Be specific but brief. (10 pts)

(c) Policy makers are interested in life-cycle consumption in order to predict such things
as the effects of temporary or permanent tax cuts. compare the advantages (for policy
analysis) of field work versus laboratory evidence on life-cycle consumption. (10 pts)

4. Elaborate on how you would run the work of Bartling et al. using a call market with
heterogenous values. (20 pts).

5. Elaborate on how you would run with unemployment. (20 pts)


