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QUESTION ONE
Assume that that rose farmer growing industry in Korea is perfectly competitive, and each producer has a long-run total cost curve given by: TC=144+20Q+Q2 and its marginal cost by: MC=20+2Q. The market demand curve is: ∼ Q = 2,488 – 2P ∼ (Q is the demand in the market, Q is the output of an individual firm). 
a) What is the long-run equilibrium price in this industry? 
b) How many active producers are in the raspberry growing industry in a long run competitive equilibrium? 
QUESTION TWO
For each of the following cases, explain how long you think is the short run: 
a) An electric power station; 
b) A superstore hypermarket; 
c) A small grocery retail business; In explaining your answer, specify any assumptions you need to make. For each case, do you expect the law of diminishing marginal returns to hold?
QUESTION THREE
A firm’s market power can be measured by its ability to raise price above marginal cost. Relative to the level of marginal cost, this measure is (P – MC)/MC. How do you expect this to be related to the elasticity of demand for the monopolist’s output?

QUESTION FOUR
Suppose that Firm A has the following short-run production function:, where K denotes capital and L labour. Suppose that the level of capital is fixed at . The total cost of firm A in the short-run is: STC =10+wL , where w is the wage paid to each worker. Assume that the wage is $20. Using the production function show how the short-run total cost depends on the quantity produced Q. Plot the short-run total cost on a graph where you put Qon the horizontal axis.

QUESTION FIVE
Compare perfect competition and monopoly on the basis of: 
a) the number of buyers and sellers. 
b) the market supply curve. 
c) the nature of the good sold in the market.
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