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Efficiency, Equity and the Role of Government
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Efficiency
(1) Conditions for efficiency: Maximization of total
social surplus; marginal benefit equals marginal
cost
(i1) Deviations from efficiency:
® Price ceiling, price floor, tax, subsidy and
quota
® Deadweight loss
(ii1) Divergence between private and social costs
(benefits): market versus government
solutions, illustrated by examples ONLY
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Equity
(1) Efficiency and equity in a market economy
(i1) Measuring income inequality: income
distribution, Lorenz curve and Gini coefficient
(ii1) Sources of income inequality: human capital
(e.g. skill differentials), discrimination and
unequal ownership of capital, etc
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Policy concerns

(i) Equalizing income or equalizing opportunities
(i1) Disincentive effects of taxes and transfers
(ii1)Trade-off between equity and efficiency

BURHE &

(1) WAITZF(LsdkEsE(L
(ii) FirE R RS HY IR E A
(i) Z-PEISCR Z [ A H

*FTAUCEE DA EITE RS R - 228 (0 B R SR B 2 e R R R AT B - 14




2025/5/3 14:44 ver.1

Michael.G & His Team

“f PR B kP B0 48§ e o R LR B Jdp EIJEFmP’%E HppERY g BL L B

o B I e B RS P epE R 8L ¥ o fﬁr,garutff P AR LA TIOR3 TR R A e

i =) pﬁtfiﬁl" fvirﬁi’ﬁ 'L 4‘11‘}"?'5;\35 FRE E SN :'?#Lp%:é }* %gﬂ AR AL o

KD AR ERET AL 0 (B ARREET R R ¥ P A g FRE DB AR R v G ME S o

WRFRF CAERE LA RERERARZ AR BRI L RO RTHRIERT MR B F R TH2 R
T BMYERRE > EE R 38 -

F+ S.6 Economics
Efficiency, Equity and the Role of Government
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