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(Economic Environment: Question 1)
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Assume that there are three firms in a society. Each firm has a different marginal
abatement cost (MAC) as shown in the figure below. Explain why the introduction of
emissions trading by the government minimizes total abatement costs to the society
when the initial allocation of emission permits to each firm is Es free of charge. You
should compare it with the case where the government sets a uniform reduction target
(E2). We also assume that E;—E.=E;—E3 and the price of the permit is p*.

When you describe costs to the firm, these include abatement costs as well as costs of
purchasing or revenue from selling emission permits.
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(Economic Environment: Question 2)
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Consider a competitive firm that produces an output from two factors (X and Y). The price of the
output is normalized to one. The factor prices of X and Y are denoted as p and q, respectively. The
firm’s production function is XPY'~B, where B is exogenous and 0 < B < 1.
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Answer the following questions.
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Derive the marginal products of X and Y from the production function.
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Suppose that X is a variable factor while Y is a fixed factor. Derive the demand function for factor
X, X(p, g, Y), by maximizing the firm’s profit. Moreover, derive the firm’s total cost function,

c(p,q, Y).
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Suppose that f = 0.5 and that X and Y are variable factors. The output level is given by Z. Derive
the firm’s cost function, c(p, q, Z), by minimizing the cost of producing Z. Moreover, show that the
derived cost function is homogeneous of degree one in factor prices.
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(Economic Environment: Question 3)
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V(aX + b) = a?V(X)

E(X) and V(X) denote the expected value and the variance of a random variable X,

respectively.
Answer the following two questions.

(1) Show that V(X) = E(X?) —u? where u = EX).

(2) Show that V(aX + b) = a?V(X) for any constants a and b.
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(Economic Environment: Question 4)
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Describe the respective characteristics and differences between causation and

effectuation in entrepreneurial decision-making styles.
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(Economic Environment: Question 5)
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The diagram below shows the organizational learning cycle as depicted by J.G. March
and J.P. Olsen. Using this as a reference, explain some cases in which individuals

learn imperfectly.

H#EFE YA 2L (Organizational Learning Cycle )
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J.G.March and J.P.Olsen(1976) Ambiguity and Choice in Organizations, Universitetsforlaget, p.56
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(a) L= 1H%E (semiotics of consumption)

(b) BV A~A)KEL (charismatic authority)

(c) 747 « A MY —yE (life history method)
(d) FEEeH M (principal component analysis)
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(a) B #EHGG (broken windows theory)
(b) FREEMKFM: (path dependency)
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H . P.Willmott, 1986, Social Networks, Informal Care and Public Policy, Policy Studies
Institute. (—¥# %)
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Hi#i : Anderson, R. S., and Anderson, S. P. (2010). Geomorphology: the mechanics and chemistry of
landscape. Cambridge University Press, pp.5-6 (—#i%)
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Hi : Alastair Bonnett (2008). What is geography? SAGE, pp.52-53 (—HFikZE)
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