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Multiple Choice (1 point each)

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

question.

1. Which of the following is an advantage of tradable pollution permits?
A. Each firm is allowed to pollute exactly the same amount.
B. Revenue from the sale of permits is greater than revenue from a corrective tax.
C. The initial allocation of permits to firms.does not affect the efficiency of the market.

D. Firms will engage in joint researeh effort§tomreduee pollution.

2. Alicia is a vegetarian, so she does/not eat beef. That is, beef provides no additional utility to
Alicia. She loves potatoesshowever: If we illustrate Alicia’s indifference curves by drawing beef on
the horizontal axis and potatoes on the vertical axis, herndifference curves will

A. slope downwarnd.

B. be vertical straight lines.

C. slope upward.

D. be horizontal straight lines.

3. Which of the following femonstrates the law of demand?

A. After Jon got a raise at work, hehought more pretzgl§ at $1.80 per pretzel than he did before
his raise.

B. Melissa buys fewer muffins at $0.75 per muffin than at $1 per muffin, other things equal.

C. Dave buys more donut$at $0.25 per donut than at $0.50 per donut, other things equal.

D. Kendra buys fewer Snickers #t=$0:60=p¢r Snickerssaftersthe price of Milky Ways falls to $0.50
per Milky Way.

4. Suppose researchers at the University of Wisconsin discover a new vitamin that increases the
milk production of dairy cows. If the demand for milk is relatively inelastic, the discovery will

A. raise both price and total revenues.

B. lower both price and total revenues.

C. raise price and lower total revenues.

D. lower price and raise total revenues.

i

K OB M OE B R




Bpos KE |o3 2EER I AL KA |

%1%, % 28 - % bR
Lz ~Tx gt Wi g §> - - gy

v Gk d 11)’1{"@_}_ ! | ¢ R DOAMANE — B
7011 HTE 4|
42

5. When a tax is levied on buyers of tea,
A. buyers of tea and sellers of tea both are made worse off.
B. buyers of tea are made worse off, and the well-being of sellers is unaffected.
C. buyers of tea are made worse off, and sellers of tea are made better off.

D. the well-being of both buyers of tea and sellers of tea is unaffected.

6. When a country allows trade and becomes an exporter of a good
A. consumer surplus and producers surplus will increase.
B. consumer surplus and producer surplus will decrease.
C. consumer surplus will increase and preducer surplas, will increase.

D. consumer surplus will decrease and producer surplus,will increase.

7. When a perfectly competitivefirm-makes a decision to shut\ dowa,. it is most likely that
A. marginal cost is aboye average variable Cost.
B. pice is below the minimum of average variable cost.
C. fixed costs exceed variable costs.

D. average fixed costs are rising.

8. Price discrimination i a rational strategy for a profit-maximizing monopelist when
A. there is no opportunity for arbitrage across market segmentations.
B. there is an opportunity for arbitrage across market segmentations.
C. consumers are unable tolbe segmerited into identifiable narkets.

D. they want to increase the deadweightiloss that-results from profit-maximizing behavior.

9. As a group, oligopolists would always be better off if they would act collectively
A. as a single monopolist.
B. as a single competitor.
C. as if they were each seeking to maximize their own profit.

D. in a manner that would prohibit collusive agreements.

10. If firms in a monopolistically competitive industry are making profits,
A. firms will likely be subject to regulation.
B. barriers to entry will be strengthened.
C. new firms will enter the market.

D. some firms must exit the market.
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11. A company uses 100 workers and 30 units of capital to produce 500 units of output. If this

company increases its capital to 50 units and, as a result, its output increases by 300 units, the

to

productivity of labor units per worker.
A. increases; 1
B. increases; 3
C. increases; 8

D. decreases; 4

12. Official unemployment statistics:

A. understate unemployment bécatise individials tecelving unemployment compensation are
counted as employed.

B. understate unempleyment because discouraged workcrs artsnot counted as unemployed.

C. include cyclical and structural unemployTient, but not friction al, unemployment.

D. overstate unerniployment becatise- workers who-are iwvoluntarily working part time are counted

as being employed.

13. A car that is produced in 2004 is-notssold-until 2005. According to the definition of GDP, in
which year’s GDP should it be lcounted?

A. 2004.

B. 2004 real GDP; 2005 nominal GDP.

C. both years.

D. 2005.

Total Population 30, 000
Working-Age Population 25,000
Employment 11,000
Unemployment 1,000

14. Consider the data in the table above for a simple economy. The unemployment rate for this
simple economy equals:

A. 4.0%.

B. 9.1%.

C. 8.3%.

D. 3.3%.
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15. Which of the following could cause nominal GDP to decrease, but real GDP to increase?
A. The price level rises and the quantity of final goods and services produced falls.
B. The price level rises and the quantity of final goods and services produced rises.
C. The price level falls and the quantity of final goods and services produced falls.

D. The price level falls and the quantity of final goods and services produced rises.

16. When a member of the nonbank public withdraws currency from her bank account,
A both the monetary base and bank reserves rise.
B. bank reserves fall, but the monetary base remains unchanged.
C. both the monetary base and bank reserves fall.

D. the monetary base falls, but bank reserves remain unchanged.

17. When economists state that=mioTcy/is neutral in the long runsthey mean that in the long run,
A. the price level is indépendent of the nominalmoney supply.
B. the level of output is independent of the nominal money supply.
C. changes in the money supply have the same impact on the rich as they do on the poor.

D. fluctuations in the/money supply are equally likely to lead\td recessions as to expansions.

18. An expansionary monetary policy that successfully cothteracts @ Teeession has the side effect
of

A lower investment spending thamif no action had been takei:

B. lower output than if no action hadsbeen taken.

C. a higher price level thamn if no actionshad Heen takent

D. a larger government deficit than if no action had been taken.

19. The less interest-sensitive is MeNey demandgthe
A. steeper is the 1S curve.
B. flatter is the LM curve.
C. more effective is monetary policy relative to fiscal policy.

D. more effective is fiscal policy relative to monetary policy.

20. The quantity theory of inflation indicates that the inflation rate equals
A. the growth rate of the money supply minus the growth rate of aggregate output.
B. the level of the money supply plus the level of aggregate output.
C. the growth rate of the money supply plus the growth rate of aggregate output.

D. the level of the money supply minus the level of aggregate output.
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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. Suppose that a firm’s fixed proportion production function is given by
¢ = min(2k, 10l — 2).

The inputs are hired in perfectly competitive markets. The rental rates of capital (k) and labor (1)
are v and w, respectively.

a. (10 points) Calculate the firm’s lot-pufiftotaliiaverage, and marginal cost functions.

b. (10 points) Suppose that k is fifed‘at 9 in the short run.Calculate the firm’s short-run total,

average, and marginal cost fumetions.

2. (20 points) Consider the good & impoxt€d by the homesconntry. To keepithings simple, assume
that z constitutes a hordogeneous gogd and that the market%or 1t s perfectly competitive. The
demand for = at honde s given by/Qp = 200— 4L. The domeastic market supply is given by
Qs = 4P — 40.

a. Suppose that z ‘¢an be imported jatva fixedsworlds price of $20. Suppose that the home
government imposes an imporg tariff of $5 perunit of z. What/is/the total number of z imported
from abroad?

b. Suppose that, because of political~economy considérations, the home government sets its

import tariff, ¢, in order to maximize:
Consumer Sugplus + Tariff Revenues + A X (Produger Surplus).

What is the value of A under whicl*theshem® governmentswould impose an import tariff of $57

3 Assume that firms care about their after-tax rate of return on investment projects. And, suppose
the incumbent government has decided to raise taxes on corporations. Use the loanable funds model
to explain the effect of the tax increase.

a. (7 points) What effect will this have on the investment demand curve? Explain and graph
the effect.

b. (7 points) What effect will this have on national savings? Explain and graph the effect.

c. (6 points) Consider both effects that you have described in parts a and b. What will happen

to the real interest rate, national savings, and investment? Explain and graph the effect.
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4. Suppose currently the discount rate is 0.8%, the interest rate the Fed (the central bank) is
federal funds rate?

paying for banks’ excess reserves is 0.2%, the required reserve ratio is 5%, and the equilibrium

a. (6 points) If the Fed reduces the discount rate to 0.6%, what will happen to the equilibrium
equilibrium federal funds rate?

b. (7 points) If the Fed reduces the required reserve ratio to 4%, what will happen to the
the equilibrium federal funds rate?

c. (7 points) If the Fed reduces the interest rate paid on reserves to 0.1%, what will happen to
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Please Answer All the Questions in ENGLISH

[ARTICLE 1] Why 3D Printing Can Make the World a Better Place (40%)

Would you like to build your own gun? There are plenty of ways to do so, legal and otherwise. A group
called Defense Distributed recently published instructions for creating a plastic firearm using a 3D printer.

One guy even fired a real bullet with one.

The U.S. Department of State demanded that the group take the blueprints down, alleging they may violate
export control laws. Defense Distributéd complied, but not before at feast 100,000 people had downloaded

the plans.

Fears of teenagers printing a plastic arsenal are overblownybut the episode is emblematic. Three-dimensional
printing, also called additive manufacturing, can bea powerful force for economic and social progress. It also
holds potential for abuse: Weapons and counterfeit goods are just a hint of what an unscrupulous user might

one day produce.

The questions are not only how this technology may-disrupt our lives, for better and worse, but how to

prepare for a manufacturing revelution in the making.

3D-printing a gun, like printing most ofheFthings, is pretty Simple. You download a digital file for a design
you like. The printer reads the file, then shoots out layer upon layer of specialized plastic—or another raw

material—through a heated nozzle in the specified shape. Not long after, your gun parts materialize.

The technology is about 30 years old but has only recently become cheaply available and widespread. Global
sales and services related to 3D printing reached $2.2 billion in 2012, up 28.6 percent from the previous year,
according to Wohlers Associates, a consulting firm that focuses on trends in the 3D printing industry. The

firm expects that figure to reach about $6.5 billion in 2019.
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The economic potential is stunning. Across a range of industries, research and development costs are
declining and product development cycles are accelerating as more inventors experiment with cheap
3D-printed prototypes. Consider the Urbee 2, a car being produced by Kor Ecologic using a 3D printer.
When completed, it will weigh 1,200 pounds. Made with about 40 pieces of thermoplastic, it will be resilient,

aerodynamic, and mind-bogglingly efficient. It will need almost no labor and little time to assemble.

The issue now becomes whether the technologywillffansferm manufacturing more broadly. At the moment,
3D printing is a small part of the econoumty..The printers are typically slow, and the material they use is
expensive and inconsistent. As the industry advances, however, printing on demand could reduce assembly
lines, shorten supply chains, and largely erase the need for warehouses for many companies. Cutting back on
shipping and eliminating the/waste and pollution of traditional manufacturing could be an environmental

boon.

In a few decades, things could get really interesting. Engineers should be able to blend raw materials in new
ways, endow products with, nanotechnology and artificial intelligence, and ercate objects that interact with
their physical environment. Iraagine military armor embedded with semsor§ that track wear and tear, or a

turbine blade that monitors its own tempexature.

The technology is liberating entrepreneurs. As consumer-grade printers improve, basement enthusiasts will
be able to make replacement partswfor produets they, own, invent andssell customized objects online, and
potentially create new industries. As Hod Lipson and Melba Kurman write in Fabricated: The New World of
3D Printing, the technology will be “the platypus of the manufacturing world, combining the digital
precision and repeatability of a factory floor with an artisan’s design freedom.” In other words, the era of

mass customization is quickly approaching.

But if 3D printing promises expansive opportunities, it will also present new problems—as the plastic gun
suggests. The intellectual-property system will face plenty of new challenges. Whole categories of products
will be newly subject to counterfeiting. Amateur printers are already appropriating pop culture artifacts to
create clever new objects, copyrights be damned. And businesses threatened by this new technology will be

tempted to drive newcomers out of existence or underground through lawsuits and lobbying.
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Or consider product safety. Millions of new physical objects might be unleashed on the world—from
strollers and action figures to junk food and prosthetics—the quality and safety of which will be highly

variable. When those products malfunction or injure someone, possibly in another country, who’s liable?

The medical uses of 3D printing are thrilling and terrifying. Printers are being used to make hearing aids,
dental implants, and prosthetics. Hospitals are printing precise replicas of patients’ organs to plan surgeries.
Researchers are using 3D printers to arrange human cells to create bone and blood vessel tissue. Before long,
we may be printing replacement organs. This«H61ds great,promise—but what happens when the power to

create body parts on demand becomes routine? We lack evena moral vocabulary for this brave new world.

Finally, 3D printing seems likely tovtlirow a lot of people out of werk inwthe medium term, especially in
industries that depend on/assembly-line labor’ Eventually, as«with most technological breakthroughs, it will
probably create new jobs' in mew industries. But that transitionyperiod will be hazardous, and displaced

workers will need help to navigate it.

A recent report from theWAtlantic Council, a Washington think tank, predicts that 3D printing “has the
potential to be as disruptive as the persenal computer and the Internet.” The comparison is apt. 3D printing

will make the world a very different placc-=and, with the right policies, a better one, too.

(Source: Bloomberg Businessweek, 1 6" May 2013)

[Article 1] Questions:

1. What are the advantages for the 3-D printing technology?
2. According to the above article, what are the main issues for 3-D printing technology?
3. Why does the author claim that we need to prepare for a manufacturing revolution in the making?

4. How do you forecast the application of 3-D printing technology in the next five years?
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[ARTICLE 2] Sony's Exit from the PC Market will not be the Last (30%)

In a shrinking market, scale is everything. And the numbers for the Japanese giant's Vaio brand simply did

not add up.

Sony's decision to exit the PC business means that after 17 years in the industry, the Vaio brand will

probably disappear from western retailers before the end of 2014.

The decision highlights a problem that has'begun to afflict simnaller makers of Windows PCs, and even some

of the big ones: as the global market foryP@s shrinks, profits are fast turning into losses.

Ranjit Atwal, devices analyst'at research firma"Gartner, saysithere is a shakeout coming. The PC market is
dominated by five big companies — China's I.enovo, the Americans HHP and Dell firms, and Taiwan's Acer and
Asus. Together they ship 60% of the PCs sold globally a year. Apple has just over 5% of the market. That

leaves about a third of the market for the smaller playersyand far less of'the profits.

As the PC market has contracted over the past two years, from a pgakiof 364#m in 2011 to 315m last year, it
has become harder for smaller players to make a profit. Calculations based on financial results suggest that
the average selling price of a PC made by the "big-five" fell from $614 at the start of 2010 to $544 (£332) in
the autumn of 2013.

Profits per PC for those big five compafiiesyth6tigh, have droppedTrom $15.71, or 2.6% of the selling price,
to $14.87. That is not evenly spread: Asus is the most profitable, while Acer reportedly has made an

operating loss for the past three quarters.

And those five are the companies that build at real scale, shipping between 5m and 15m units every quarter.

Atwal ranks Toshiba, Samsung, Sony, and Fujitsu as the "bottom four" — together they had about 12% of the

market last year — and as those most under pressure.
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"They've lost market share, and the market they're in has shrunk as well. Scale is everything in this market. If
you haven't got economies of scale then the underlying costs of getting to market, retail and so on, is too

great to be profitable," he said.

Sony is instead turning to smartphones and tablets, which are growing, unlike the PC business. But even
there the challenges are not small. Together, Apple and Samsung dominate both segments, and many other

players are struggling to turn a profit.

"Sony will not be the last to say goodbye to PC hardware," says Ben Bajarin, an analyst with Creative

Strategies, in California. "7hose who.survive will reap the rewards."

Ironically, it is Apple, once the black sheép of the petsonal computer industry, which is now reaping those
rewards. Despite its comparatively small share of the market, its machines are reckoned to collect the lion's
share of the profits. Although Apple doesn't specify.its PC profits, Horace Dediu, of the Asymco
consultancy, believes the company maintains an operating profit of over 18%. On PCs selling at an average

price of $1,230, that is $232 ~ymore than ! 0 times that achieved by any etherPC vendor.

(Source: Charles Arthur, The Guardian, 6th February 2014)

Article 2 Questions:

5. Sony’s Vaio brand is exiting from the PC market. What are the problems behind this situation?

6. Does the decline in sales be necessarily the indication to a decline in needs in terms of the PC market?
Specify your opinions.

7. Do you agree or disagree that the author argues Sony will not be the last to exit from the PC market?

Why or why not? Explain your reasons.
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[ARTICLE 3] Why Burberry’s Boss is a Perfect Fit for Apple (30%)

Among stewards of big luxury brands Angela Ahrendts, the boss of Burberry, is probably the geekiest. Her
main achievement has been to make the 150-year-old British company the most technologically savvy of its
peers. Burberry plans to be the first luxury company that is “fully digital end to end”, she boasts. But what
can she do for Apple, which on October 14th said it would poach her to run its retailing operations? Probably

the opposite: revive a sense of style at a tech firm that has lately looked a bit dowdy.

Many purveyors of luxury fret about cheapening their wares by selling them online. Of the 100 biggest
luxury brands just 56 have transactional websites, according to Exane BNP Paribas, an investment bank. Ms
Ahrendts, an American who.tooksover Burberry in 2006, had no such-hangups. Not content with flogging
calfskin trench coats online, she has deployed every platform, deviee or bit of sofiware she could think of to
romance customers and spatk collaboration among employees and suppliers. iPad-wieiding salespeople in
Burberry stores can look up what customers have already bought, and suggest what might take their fancy

next.

Ms Ahrendts should add pizzazz to Apple’s bricks-and-mortar shops, which are the most profitable in
America measured by sales per square footsBut that seems a_small job for 2 woman who last year was the
highest-paid chief executive of 2 company in the I'TSE 100 share index. At Apple, from next spring, she will

merely be a senior vice-president.

So the odds are that her brief will go well beyond managing Apple’s stores. She can help it crack the Chinese
market, where its iPhones are also-rans in the race against cheaper smartphones from Samsung and local

manufacturers. Burberry earns more than a third of its revenue in Asia compared with Apple’s 28%.

A bigger job will be to ready Apple for the coming fusion of fashion and technology. The most talked-about
new devices are wearable. Google’s Glass smuggles a smartphone into a pair of spectacles. Samsung’s
Galaxy Gear squeezes some smartphone functions into a wristwatch. Apple is also keen to surf the wearable
wave. An iWatch, which Apple may launch next year, would pull it towards Ms Ahrendts’s home turf, since

it would compete with fashionable timepieces like Burberry’s.
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Apple has long been something of a fashion house. Its product launches are choreographed like catwalk
shows. But its glamour has faded since the death of Steve Jobs, its founder, in 2011. His successor, Tim
Cook, is striving to regain it. He recently hired Paul Deneve, the boss of Yves Saint Laurent, a French
fashion house. Sir Jony Ive, Apple’s design guru, now oversees the look of software as well as hardware. Ms

Ahrendts brings another eye for beauty, and a knack for seducing consumers.

(Source: Economist, 19" Oct 2013)

Article 3 Questions:

8. Why did Apple want t0 appoint Angela Ahrendts to its retail ?
9. According to the articie, Apple thinks that.Ahrendis.can help it crack the Chinese market. What are the
reasons behind this argtunent?

10. Do you agree that Ahrendfs appoininient to Apple executive tgan is a smart decision? Why or why not?
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