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Please Answer All Questions in ENGLISH
[ARTICLE 1] As the Kindle Turns Five, Amazon Girds for a New Fight

On Nov. 19, 2007, Amazon.com Chief Executive Officer Jeff Bezos appeared before a group of journalists and
publishing executives at the W Hotel in Lower Manhattan to introduce something completely unexpected from
a company known at the time as an online retailer: an electronic reading device. Oddly shaped, with a sluggish
black-and-white screen and a jumble of angular buttons, the original Kindle resembled the unholy spawn of a
calculator and a BlackBerry. Despite its peculiar design, the Kindle was easy to use and allowed owners to
download a book quickly from Amazon’s vast'catalegswithoutconnecting to a PC. That, it turned out, was the

magic trick that transformed not only an industry but Amazon’siimage in the eyes of the world.

There are certain moments in the history'of technology that demand special'acknowledgment: the introduction
of the IBM PC in 1981, Microsoft’s rollont of " Windows 95, Apple’s introduction of the iPod in 2001, the
iPhone in 2007, and even/the iPad in 2010: The Kindle belongs in, that High-Tech Hall of Fame. Code-named
Fiona, the original model was out of stock for much of its 15-month life due to manufacturing problems and
unexpected demand, but it' showed enough promise that the publishing world finally began to embrace the
promise of digital books. %I spent literally decades trying to get publishers to pay attention to e-books, and I
know how resistant they were to the idea,” says Tim Q’Reilly, the founder ot computer book imprint and
conference organizer O’Reilly Media. “Mpst publishers just weren’#'willing to¢ move. Jeff made them all move,
and he took a bold bet on hardware and gotunto a different business that didn’t necessarily play to Amazon’s
strengths.”

ISTORY: Worldreader: Taking the E-Book Revolution to Africa

Investors underestimated the Kindle's impact, at least at first. A litany of similar e-readers had already flopped,
including the Sony Reader, which went on sale first in Japan and then received a tepid reception in the U.S. The
Sony Reader had to be connected to a PC and had a limited selection of e-books. The Kindle was a stand-alone
device that gave users instant access to Amazon’s catalog of 90,000 titles. Still, most analysts weren’t
impressed. “The Kindle is the thing that I got most wrong in the whole history of digital change in publishing,”
says Mike Shatzkin, CEO of publishing industry consulting firm the Idea Logical. “I thought it wouldn’t work.”

By inventing its own electronic reading device, Amazon essentially set out to disrupt its physical bookselling
operation, which was its first business and at the time still its best. The company had also just watched Apple’s
iPod and iTunes devastate traditional music retailers—and undermine its own CD sales. Bezos knew what fate

awaited industry incumbents, like Kodak, that were unable or unwilling to adjust their analog business models.

Following the lessons of Harvard professor Clayton Christensen’s The Innovator’s Dilemma almost to the
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letter, Amazon spawned an independent subsidiary called Labl26 in faraway Silicon Valley to develop the

e-reader.

The success of the Kindle subsequently upended the balance of power in the publishing industry, brought Apple
into the bookselling market with its iBookstore, and eventually led to a U.S. Department of Justice lawsuit
alleging collusion and price-fixing by Apple and five large publishing companies. Apple is fighting the

allegations.
ISTORY: Apple’s Slim iMac Far Outshines the New iPad Mini

Still, Amazon remains in a predicament similér togthe onepit fagced when Bezos decided to create the Kindle.
Media sales continue to account for a third of the company’s overall revenue. With music, movies, and books
transitioning into purely digital formatsrit has to move quickly 1o stake-out its position as a leading provider of
that content. It’s taken competfitivé steps over thc past.ycar, such as funneling resources into Prime Instant
Video, a free movie-streaming service for members of Amazon‘s Prime two-day ‘shipping club. Netflix CEO
Reed Hastings recently estimated that Amazon is losing up to a billion dollars a year on the effort. Amazon says

it does not comment on individual investments.

On Nov. 15, Amazon also began shipping its newest.Kindle tablets, including the Wi-Fi version of the Kindle
Fire HD 8.9-inch, which sport$an iPad-like screen. At $299 for the 16/ GB modgl. it’s cheaper than comparable
tablets from Apple and Google and funnels customers into the uniyerse ofl Amazon digital content, likely
converting them into more voragious online sheppers as well. “People don’t want gadgets, they want services,”
Bezos told Charlie Rose in a Nav. 16 interview:“Lor us, the hardest piece has been integrating, in a very, very

simple way for customers, the vast Amazon content ecosystems.™

(By.BradsStone, Business Week, November 19, 2012),

Article 1 Questions:

1. What makes the success of Kindle? Explain your answers. (o % )
2. What is Christensen’s “the innovator’s dilemma” and how it does relate to Amazon’s Kindle? q 0% )

3. In your point of view, what are the pros and cons for electronic reading devices, such as Kindle? Sate your
opinions. ({07)
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[ARTICLE 2] Difference Engine: End of the electric car?

A couple of dozen electric cars with fuel cells under the bonnet (in place of the more usual flat-pack of batteries
beneath the floor) have been zipping around your correspondent’s neighborhood for the past few years. Most
are FCX Clarity models from Honda, all in the same rich crimson color. A couple of others are silver F-Cell
station wagons made by Mercedes-Benz. These experimental vehicles are leased to selected users for trial
periods while their manufacturers see how the hydrogen-fuelled cars survive the cut and thrust of Los Angeles'
traffic.

So far, most seem to have acquitted themselyes*Ffather well, Meanwhile, their drivers can feel rightly smug
about the only emission from the exhaust pipesibeing water vapon, Another plus is that the fuel-cell vehicles are
largely free of the “range anxiety” that plaguies battery-powered elcgtric cars, such as the Nissan Leaf. Both the
Honda and the Mercedes have rafges notthat far short of comparablc pefroi.cars—ie, 190 to 240 miles (300 to
380km).

Sooner or later, though, they have to return to one of only-five hydrogen-refueling stations open to the public in
the greater Los Angeles arca. But once there, their tanks can'be refilled in minutes. rather than the hours needed

to recharge a battery car.

And there’s the rub. Given futther refifnement, plus economies of scale. fucl-cell vehicles ought to be an
attractive alternative to present-day motoring, if only hydrogen-refucling facilities were more common. As it is,
outlets are fewer and farther bétween than charging.stations+for electric vehicles or even pumps for compressed

natural gas.

Apart from the usual chicken-and-egg'problem, the plantand cquipmefit needed for producing, distributing and
storing hydrogen is hugely expensive. Unlike the industrial hydrogen used to make ammonia fertilizer, or for
converting heavy oil fractions into petrol, the hydrogen needed for fuel cells must be 99.999% pure. That rules
out all the cheaper ways of making it, other than electrolysis of water.

There are problems on the distribution side, too. Because hydrogen has the smallest molecule of all, it leaks
through practically everything. In particular, it embrittles steel and causes corrosion, hastening crack

propagation in the process. Pipelines and storage tanks have to be specially lined at additional cost.

Unlike fossil fuels such as petrol or diesel, hydrogen is not a source of energy in its own right. It is merely a
means for storing electricity generated in a power station and delivering it to the motor driving the wheels of an
electric vehicle—in much the same way as a battery works. And as free hydrogen does not occur in useful

quantities in nature, it has to be made by using electricity to crack water into its constituent elements.
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In California, despite the many solar installations and wind farms, the electricity coming out of the plug is
neither green nor clean, being derived predominantly (ié, 62%) from fossil fuel. During cheap-rate periods at
night—when electric vehicles tend to be recharged and electrolysis plants are running flat out—most of
California’s electricity is imported from coal-fired power stations out of state. Thus, like electric vehicles,

hydrogen cars contribute their share of greenhouse gases as well.

Certainly, moving the emissions from the vehicle’s exhaust pipe to the power station makes it easier to control
the pollution. So, the question becomes whether there is a more efficient way of packaging electricity for use in

vehicles, other than charging batteries or making hydrogen by electrolysis of water?

A growing body of opinion seems to think.diquid air is the answer (or, more specifically, the nitrogen
component that makes up 78% of air). It is not exactly a new idca. Air was first liquefied in 1883, using
essentially the same process as_today-—=ie; compressing it to 200 atmosphercsy, cooling it to -190°C, and then
letting it suddenly expand and condense. The proeess turns 1,000 Iiters of transparent gas into 1.4 liters of light
blue liquid.

As long as its storage container is well insulated. liquid air can be kept at atmospheric pressure for long periods.
But on exposure to room temperature, it will instantly beil and revert back to its gaseous state. In the process, it
expands 700-fold—providing the wherewithal to operate a piston enging or a turbine.

Liquid nitrogen does an even better job. Beingiconsiderably denser than liquid air, it can store more energy per
unit volume, allowing cars to travel further on a tanktul-ofthe stuff. Weight for weight, liquid nitrogen packs
much the same energy as the lithium-ion batteries used in laptops, mobile phones and electric cars. In terms of

performance and range, then, a nitrogen vehicle is similar to an electric vehicle rather than a conventional one.

The big difference is that a liquid-nitrogen car is likely to be considerably cheaper to build than an electric
vehicle. For one thing, its engine does not have to cope with high temperatures—and could therefore be

fabricated out of cheap alloys or even plastics.

For another, because it needs no bulky traction batteries, it would be lighter and cheaper still than an electric
vehicle. At present, lithium-ion battery packs for electric vehicles cost between $500 and $600 a kilowatt-hour.
The Nissan Leaf has 24 kilowatt-hours of capacity. At around $13,200, the batteries account for more than a
third of the car’s $35,200 basic price. A nitrogen car with comparable range and performance could therefore

sell for little more than half the price of an electric car.

A third advantage is that liquid nitrogen is a by-product of the industrial process for making liquid oxygen.

Because there is four times as much nitrogen as oxygen in air, there is inevitably a glut of the stuff—so much
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so, liquid nitrogen sells in America for a tenth of the price of milk.

Finally, a breakthrough in engine design has made liquid nitrogen an even more attractive alternative than the
lithium-ion batteries used in electric cars. An invention made by an independent British engineer called Peter
Dearman dispenses with the costly heat exchanger that is needed to vaporize the liquid nitrogen quickly.
Instead, a small amount of water and anti-freeze (eg, methanol) is injected into the cylinder just as the liquid
nitrogen is drawn in, causing it to boil and expand rapidly—thereby forcing the piston down inside the the
cylinder. “Without that,” says Mr Dearman, “you had to have a multi-stage engine, which is cumbersome,

inefficient and expensive.”

The Institution of Mechanical Engineers in London, the leading standards-setting and registration body for the
profession, was so impressed with the Dearman Engine Company’s developments that it has now established a
working group comprising engineers, academics, government officials and ifidustry leaders, to explore ways of
exploiting liquid-nitrogen technology.

If the nitrogen vehicle—with its lower overall cost and rapid-refueling capacity—proves to be the solution to
zero-emission motoring that eleetric vehicles once promised, where does that leave the new generation of
hydrogen fuel-cell cars?

According to Honda, a fuel cell drivinghan electric motor is| twoj'tg threef'times more efficient than an
internal-combustion engine. Unfortunately; asfucl-cell vehicle is evenimore expensive to build than a battery
car. The third generation of Honda’s 100 kilowatt*fucl-cell stack developed for the Clarity is reckoned to have
cost around $350,000 a unit. The' Mercedes stack probably cost much the same. That is one reason why Honda
built only 200 Clarity cars and Mercedes a mere 70 F-Cells.

In recent years, carmakers are reckoned to have more than halved the manufacturing cost of their fuel-cell
stacks. Installed, they now probably run to $1,500 a kilowatt of capacity. Nevertheless, that still leaves them an
order of magnitude or more pricier than internal-combustion engines. Squeezing yet more cost out of their fue]
cell’s proton-exchange-membrane technology will not be easy.

That said, seven new fuel-cell cars were exhibited at the recent Paris Motor Show. Admittedly, most were
concept models, but all were fully functional. So the industry seems to be hedging its bets on battery-powered
electrics. But is it backing the right technology?

While he is at odds with some of the best brains in the business, your correspondent cannot help but think
that—Ilike battery-powered electric vehicles before them—the fuel-cell cars running around his neighborhood
today are destined to occupy at most a 3% niche in the market. And though still a long shot, nitrogen would
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seem to have a better chance of fulfilling the role hydrogen was once expected to play.

(The Economist, Oct 15th 2012)

Article 2 Questions:

4. A number of car manufacturers have had their electronic car lines. According to the article, what are the
problems for electric cars? C\O%)

5 What are the advantages for liquid-nitrogen cars? (| O‘Z,)

6. Although the cost of manufacturing fuel-cell engines has been reduced, why do they still prefer making
internal-combustion engines? Explain the réasons: L \070)

7. Do you agree that nitrogen vehicles wouldbe the next generation of hydrogen fuel-cell cars? Why or why
not? Explain your opinions. f: (O%)

[ARTICLE 3] Why are social enterprises thriving in the UK?

Social enterprises use business methods to tackle problems.in society and despite the austerity, many are

thriving with twice as many, réporting growth last year as conventional businesses:

Andy Bradley is selling compdssion to the NHS (National Health Services): Dominic Boddington is selling
hope for difficult pupils to schools. They “both used to Work insthé public fsector but have decided that to

improve public services you need to be in business.

They have set up social enterprises - businesses that have social change for good as their primary motive rather

than profit.

Frameworks 4 Change was set up by Andy Bradley to sell compassion training to healthcare providers,
including the North Essex Partnership Foundation Trust, the first NHS body to commission him.

He grew up in a care home run by his parents and was shocked when he started working in the NHS himself

and found not all nurses were as compassionate as his mother had been.
Free thinking

So he set about devising a training course teaching a series of habits nurses can adopt to make sure they are
always compassionate, regardless of how busy they are. Nurses that are not compassionate enough should be
sacked, he believes.
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During the course he teaches which body language to avoid, how to listen properly and why it is important to

care for your colleagues.

It is proving very popular with a team of dementia nurses in Colchester who have had several months training.

"It's so powerful," says senior dementia practitioner Leigh Rippon. "The response from one of my male patients

was that it felt like he was being cared for by a friend rather than just a technician.”

Andy Bradley's ambition is to change the culture of nursing entirely and there is certainly a gap in the market

for that.

Last month Prime Minister David Cameron Said "the whole approach to caring in this country needs to be reset"

if we want "dignity and respect" forpatients.
But Andy Bradley says that change will not cetne from within the NHS:

"There are certain cultural norms around whoe does what and how things get done that tend to get broken down

when you're in another space, people ate less limited in their thinking!

"It's not that there isn't some,really great thinking in the NHS and local authorifies, it's just that sometimes it's

really difficult to release it."

In their controversial Health and SocialsCare. Bill, thesgovernment envisages a greater role for social
entrepreneurship in the NHS, Successive governments have promoted it- Tony Blair mentioned social

enterprise in his very first speech'as prime minister- and it continues to grow.

In the last month alone a new social enterprise academy nhas opened, the government has announced £1m

funding for young social entrepreneurs and a major bank has agreed to fund 500 grants worth up to £25,000.

'Rocky patches'

Social enterprises are also bucking the gloomy economic trend. Last year 58% of social enterprises grew

compared with 28% of mainstream small and medium-sized businesses.

Celia Richardson, director of campaigns at Social Enterprise UK, says social enterprise is thriving because

economic times are hard.

"They see opportunities in market failure, so these are the perfect conditions for the social enterprise sector.
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"It's a win-win situation because we're looking for sustainable growth. Social enterprises spot the social

problem and the social opportunity first but they use business methods and create wealth to solve them."

Celia Richardson admits that social enterprise is not immune to the economic downturn - especially those
which are reliant on public sector customers, such as Respect 4 Us.

It was set up in 2010 by two teachers, Dominic Boddington and Liz Easton to provide alternative education for
teenagers in Norwich who had dropped out of school or were at risk of being excluded.

A number of schools send their most difficult pupils thesesdlhey have 38 students on their books at the moment,

but public money is tight and some months Liz#ndDefifliesdo et know if they will get paid.

"We've really jumped in and followed. our beliefs and hoped it would work," says Liz Easton, "and it has

worked but there are rocky patches. li's @ bit scary sometimes but you have e have that commitment.

"It would be lovely to crack/the web around all these grant structureés and to have some help but not at the cost
of our independence, because if we had to bend our thinking to'meet samebody else's expectations we wouldn't

be us."

Their approach is "educatiory on the sly" combining map-reading skills with bike-riding, numeracy with

woodwork, and literacy with cookery.

The teenagers and adults prepare and eat meals“together and the staff are constantly giving encouragement -
even though often all they get in return is sarcasm Orbad language.

It seems to be working. At the end of last year all of.the teenagers they'had worked with went into further

education or training.

Sixteen-year-old Levi has been going to Respect 4 Us for over a year after dropping out of school, which he

says was a "waste of time."

"This is the only place I haven't been kicked out of. I was class clown at school. If a teacher told me to do
something I'd just lash out and wreck the classroom but Respect have straightened me out.

"I have more respect for them than I ever had for my teachers and I've learned more here than I ever learned at

school."
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Dominic Boddington agrees with Andy Bradley's view that truly innovative approaches to public service are
only possible when you are outside the system: '

"The great thing is that we are completely free to decide for ourselves how to deal with particular situations.
We're free of the national curriculum, we're free of targets, we're free of people looking over our shoulders all
the time. It's an utterly fantastic place to work."

(By Charlotte Ashton, BBC News, 21 February 2012)

Article 3 Questions:

8. What is the difference between social enterprises and non-profitiorganizations (NPOs)? (\ O/ )

9. What is the purpose for social enterprises? Why do social enterprises.need to use business methods? ( {© / )

10. According to the article, soeial.efiterprises grow cven though the economic times are hard. How could this
happen? State your opinions. ( | O%)

] = (W oM M5 # X




B SLib KA (o> B AR A AW HA

#

20
ax

#

% |5 #]%
4RGSR .

2747 P \ R BB 0 &
B Mlﬂ’ﬁ% g 3l *Eﬁaé M?ﬁafl i% X o R >H>§E(7\)é‘%

=)

SEREIE ¢ 1~ HHERREEERET R -
2~ RE10 5Y 0 RIS -

.
N . e =1 N T
— HELnS =2 ? EIIHREER -
xX—> x
s s DT A AR ", o + (xe” +2y)dy =0

= YR~ -——Dyﬁ%XEyE’]H‘ S0 DMy n FEtoT

W %
DIY o awl ; 4_(7
* (( iy (CFE ) .

H
3«&;
S
i
(@)
D>
e
(N
praca d
O=

o - e RS 17—t TR Y TR
F I BB AR & o7 PR e s R 22 7

5 stk fh e Yk = ¥ = 1 5l = A e N U 7

75 B wI\J. J. (w)d dx Z 8 ?

£ Bhly=e¢ Mg i

1 Fo iy X
A R EES [

1.~ 53K r =1+ cos@ PNERERE]r =1 REAER A B IRV E R 7

< {58 TR EAEE |, ? EEENBRIEMAE?
YRIERTHE 9 BB A RS EEER 7

G




R EE RS (o> B AL A HRAAE

2 /B8 £|®”

&

7

AT

2
-

L ié})qﬁl—@ ! Eﬁ%’i’f% gTZgT\%%ﬁﬂ%Fﬁ 2%238(?")% =

LSy EECN

B (6053
FHERAEREBEFE
(A) 2012 4758 L B 4 T B e R Sk s ot Y A B9 1L {3 (Shinya Yamanaka) RISEERFE

H% BT BB B—-(Sir John B. Gurdon) 43 - M 1S48M R " ST G TTHE
SR S THEEQENE | (for the discovery that mature cells can be reprogrammed to become
pluripotent) * AtFEIRRZE A B A E G BE P A [ 3% PA AT A L R R AR
THEE - (i A AT R AL () SRRt PR A S B T B
EEA R R B A RGBT . (NG AR R TPV R LR
RSB AR THEEENEH -

(B) 2012 4EHYSE B B 2248 P C S BB (G FERAHE % Robert J. Lefkowitz) RATHRE:

FIELE £ (Brian Ko Kobilka) SEEES - M5 HWEBRMFIE G & S Ik 52 AR AR
%2 | (for studies 6f G-protein-coupled teceptors) « (1) &5 /#fB{alaH G-protein-coupled receptors
(GPCRs) B:AtFIAR BT Lo+ g arEg7s:re] GPCRs ZEAR PHVEH (ki
S R IR SERE TV R LB E = R

—RH (40

SR MEFEEAE 2013 § 1 FiE4s  MEIEERRERTRR  BRAEE
5% 6 KHEH » A FREFE WS EE O REE - RSN - R
EUREFESE - A ERERARE L ISR EEND -

L.

SREAATREEA R A RS R S A RIE? A% R G A AT R R
PR 155 ASL R EFREITRIZEN RS BhARS AR NEF ST RNgR » 1
Ay SRR R e B AR R R SR

EBH SR ER R EENSBERENREERRENS - HTERRTEEF
SHEE B RBERHES S BEZERFEREREERITARIT HREHA
EESNTPUS? AR FAR I BESE IR

WA M A MR




Bl SLHE R o> £ AR A 4 R HA
2|8 #]7

. =2  lersasive N 5

% w # o8| BER ol Y L IE R L ;

— 2V ‘“3 RAEG 19111940 e L
KRR

FHTFA JU%E‘J 348 B H A E R TR AHA

—~ (40 53)
ke —ERE A HEREERE C  ERNTEREGE
P=A-BQ, Q=ql+q2 - FHELL T RENHEET
HIETE(ERS P - EEREER Q - MEMEHER 91,92 XFIH
DR TINEERe " HEEIIMRE SRS DY
(1) Cournot &4 @) BertrandiEzy (3) &fE8¥LS (A&)
(4) Bl AR o SR R Rl BURFERRE Rl e 2t A4S o

—~(204%)
Fl A BURAE 222 R T b iEE H ERIEH (- L RE A8 -
SR BT E R B {2 A TR H AR 7 % IAlee ?
Q) B B H & an Kk = H s E e s ¢

[

~ (10 73
73 THRRE, 7 WRMEA LB YR PEAREERTTER
82 ? RTEPERORHL -

g~ (10 53)
&R M TMERT - BEARAERT AR S o FUEREAE
= S BRI SR

A~ (2043)
o B AT
(1) fIEREEE ? (2) MFEEHR?
(3) fElsRMEREANRME ? (4) FIEFRIARRA 7

# = I R R S




B S s KB /O S E BRI A SRR

% /8 #/8

% R # B %ﬁg@ 3

]

ﬁ’%ﬁ%%ﬁﬁé
war Aeeide

# R w5 A >}%,>3 8(7\) g [

%320

(3% tumatin 1T AIRRY © —hdh Bl R, 7
BUAYENGH, B o (T 501

F=hs 3¢,

/\wr"‘% TGN T, - - I

33 YR 2 »
%/ﬁ, Lkof

Tl ot )2 7%

FACE Ao 0 BTk 1, 55 [ TOAG ) IR, % iR

Wz

L ERICNE A B G




B Eos RE 02 PR & A RKA )
# /R H#

5 Sesa2 A% rr[
= ~AvG B : "fl“i??’“ # 2 0% B 3 il
A &) # 8 & VI e m(*ﬂﬁﬁ‘?ﬂﬁﬁ et |7 R EHI2 A>38 0N #

W

Multiple Choice (1 point each)

Identify the letter of the choice that best completes the statement or answers the ques-

tion.

1. When marginal cost is rising, average variable cost
A. must be rising.
B. must be falling.
C. must be constant.

D. could be rising or falling.

2. When goods are not excludable
A. the good will be produced as a puivate good but not as & public good.
B. the good will not be produced.since no one values it.
C. the free-rider problem prevents'the private market from supplying them.

D. everyone can have all they want and he good will Taye 'a zero price.

3. The Coase theorem suggests that private markets may.not bejable to solve the problem of exter-
nalities

A. if the government does not become involved in“the process.

B. when the number offinterested parties is large and bargaining/costs arg high.

C. if the firm in the market is @monopaly.

D. if some people benefit from the externality.

4. The substitution effect of a wage decrease'in.the work-leisure model restlts in the worker choosing

to

>

. work less than before.
. work more than before.
possibly work more or less than before.

U QW

. work more with a higher level of consumption.

5. Suppose a tax of $1 per unit is imposed on a good. The more elastic the supply of the good, other
things equal, the

A. smaller is the response of quantity supplied to the tax.

B. larger is the tax burden on sellers relative to the tax burden on buyers.

C. larger is the deadweight loss of the tax.

D. All of the above are correct.

4% EAEAE A
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A. (i) and (ii) only
B. (iii) only
C. (ii) and (iii) only

B. is bad for society.

equilibrium quantity,

A. another country.
B. the government sector.

D. All of the above are correct.

A. it will be earning economic profit.

D. a different company in the same industry.

A. average revenue is always less than marginal revenue.

B.
C. average revenue is less than the price of its product.
D.

7. Comparing marginal revenue to marginal cost

(i) reveals the contribution of the last unit of production to total profit.
(ii) is helpful in making profit maximizing production decisions.

(iii) always reveals whether a firm is making.ane€6memic profit.
(

iv) tells a firm whether its fixed costs are 00 high.

A could not be considered a waste of economic resources.

C. is the best possible butcome for society.

D. is optimal for one playeg @t the ‘expense of the other;

C. its average revenue will equal marginal cost.

D. its marginal revenue will exceed marginal cost.

10. Workers displaced by trade will eventually find jobs in

6. If a monopolist faces a downward sloping market demand curve, its
marginal revenue is greater than the price of the units it sells.

marginal revenue is always less than the price of the units it sells.

B. its demand curve will be tafgent (0 its averapetotal Costeetirve.

C. the industries in which the country has a comparative advantage.

8. In a world with only two countrics, the nongeoperative outcome to an “arm race” game clearly

9. When a profit-maximizing firm in a monopelistically-eompetitive market is producing the long-run
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11. A citizen of Japan uses previously obtained U.S. dollars to purchase the Kindle e-book readers
from the United States. This transaction

A increases Japan net capital outflow, and increases U.S. net exports.

B. increases Japan net capital outflow, and decreases U.S. net exports.

C. decreases Japan net capital outflow, and increases U.S. net exports.

D. decreases Japan net capital outflow, and decreases U.S. net exports.

12. Which of the following shifts aggregate demand to the left?
A. an increase in the price level

a decrease in the money supply

Q w

an increase in net exports

O

. Congress passes a new investment tax credit

13. Policymakers who confro¥monetary and fiseal"poliey_and want to offset the effects on output of
an economic contraction caused by a shift in. aggregate supply could use poligy to shift

A. aggregate supplv to the right.

B. aggregate supply to the left.

C. aggregate demand to the right.

D. aggregate demand to the left.

14. Judith sells cars. In 2012 she added'$500,000 to her inventorys $200,000 of this addition was from
used cars she purchased, while the remaining $300,000 was.ffom her purchases of newly manufactured
cars. How much of Judith’s inventory is included in 2012’8 GDP?

A. 30

B. $200,000

C. $300,000

D. $500,000

15. The Consumer Price Index measures the level of prices in a given year relative to some base year
and is calculated using a weighted average of prices for a typical bundle of goods. The weights are
A. the same for each good.
B. equal to the share of income spent on each good in the base year.
C. qqua] to the share of income spent on each good in the current year.

D. different across goods but assigned randomly.
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16. Assume that autonomous consumption equals $400 and disposable income equals $2000. If total
consumption equals $1600, then the marginal propensity to consumption is

A 0.2

B. 0.6

C. 0.8

D. 1.0

17. Suppose that from a new checkable deposit, Bank A holds four million dollars in vault cash,
sixteen million dollars on deposit with the central bank, and two million dollars in required reserves.
Given this information, we can say Bank A*™faces a red@ized reserve ratio of

A. 5%
. 10%
. 15%
. 20%

O aw

18. Everything else held constant, in the market for reserves, ‘when the federal funds rate is 3%,
raising the discount rate from 4% to 5%

A. has an indeterminate effect on the federal funds rate.

B. raises the federal funds rate.

C. lowers the federal funds rate.

D. has no effect on the federal funds rate.

19. The quantity theory of inflation indicates thatif the.aggregate output is growing at 6% per year
and the growth rate of money is 10%, then inflation is ‘

A 4%

B. -4%

C. 1.6%

D. 0.6%

20. If the required reserve ratio is 10%, currency in circulation is $200 billion, checkable deposits are
$400 billion, and excess reserves are $0.4 billion, then the M1 money multiplier is about

A. 0.60

B. 3.50

C. 1.50

D. 2.50
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Problems and Short-essay Questions
Please answer the following questions IN SEQUENCE. All questions may be answered

in either Chinese or English.

1. Consider a competitive market whose demand is given by Q(P) = 500 — 50P. There are 200
identical firms in the market, each producing with a technology characterized by the total cost func-
tion, T'C(g) = 4 + 0.02ng + ¢*, where n and g denote the number of firms and quantity produced
by each firm, respectively. Apparently, each firm’s marginal cost is increasing in the number of firms
coexisting in the market.

a. (5 points) How much profit does each fifin_make 1n"she short-run equilibrium?

b. (15 points) In the long run, firmgfcaf freely enter o xit the market. How many firms are
there in the market when it reaches the long-run equilibrium?\How many units of output does each

firm produce in the long-run equilibrium? What is the corresponding. marginal cost?

2. Suppose, for a specific/good, the excess'demand funetion.of\the home country is P =2-@Q and
the excess supply function of the foreign country is, P =d=. Answer the following questions.

a. (10 points) What are the equilibrium price and theshome country’s quantity of import under
free trade?

b. (10 points) Supposeithe home fcountry imposes an ad valofem tariff. /Calculate the optimal

tariff the government should I&vy ifit wants to maximize the welfaré of 1tgfcitizen.

3. a. (6 points) Give two major reasonsihat.support a downward-sloping aggregate demand (AD)
curve?

b. (7 popints) Explain in detail’how the several rounds of quantitative casing (QE) implemented
by the Federal Reserve system could,possibly affecimthe AD eurve insthe U.s.?

c. (7points) Given that the current ififerest rate is alféady very low (the real interest rate is
reportedly negative), how could another round of QE (say QE4) boost up the U.S. economy?

4. (20 points) This is a question about the expectations theory of the term structure of interest rates.
Consider 1-year zero-coupon bond and 2-year zero-coupon bond. Both bonds have the same face
value of $1. Today’s 1-year interest rate on the l-year bond is 10%. Investors are risk-neutral.

a. Suppose that investors expect that the 1-year interest rate on the 1-year bond next year will be
10%. There is no uncertainty, meaning that investors assume that the 1-year interest rate next year
will be exactly 10%. Given these information, according to the expectations theory of term structure,

what would be today’s 2-year interest rate on the 2-year bond?

H ER I A
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b. Now the expected rate is still 10%, but suppose there is uncertainty: with probability 1/2 the
1-year interest rate on the 1l-year bond next year will be 12%, and with probability 1/2 the 1-year
interest rate on the l-year bond next year will be 8%. What would be today’s 2-year interest rate on

the 2-year bond in this case?
c. Continue from (b) above, but now suppose the investors are risk-averse. In this case, today’s

2-year interest rate will be higher or lower than your answer in (b)? Why?




