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Microeconomics Questions
QUESTION #1
A) Suppose that all countries remove restrictions on monopolies. What are the potential Economic advantages of this? What are the potential disadvantages? 
Potential economic advantages of removal of restrictions to monopolies.
Removal of restrictions to monopolies has many advantages. A wide choice is made available to consumers in different countries since they can also have a test of the products from different suppliers. Therefore, they have access to varied qualities depending on their test and preferences.  Monopolistic tendencies always contribute to high prices even when the quality being produced is low. Removal of restrictions is key in opening up different markets through competition which ultimately lowers the prices. Better prices improve human welfare which is of economic value. Firms gain efficiency whenever there is completion in the market. They, therefore, strive to ensure the provision of quality products at affordable prices. This is made possible as firms begin to utilize the available factors of production at a lower cost per unit. Furthermore, removed restrictions would imply increase trade between different countries (Chen & Schwartz, 2013). Product exchange between different countries would lead to more trade and thus a positive economic shift.
Potential economic disadvantages of removal of restrictions to monopolies.
Removal of such restrictions would mean a reduced profit margin for many firms in different countries due to the reduction in sales. In fact, the competition would ultimately lead to some firms being driven out of the business. Since monopolistic firms enjoy economies of scale which might be passed to customers in terms of lower prices, removal of restriction might affect such firms which would translate into high prices being passed to customers. Removal of restrictions may also mean the firm has lower incentives to help in investments in the research and product development which would have a negative impact on especially firms in high technological sectors (Zeng et al., 2010).
B) If a firm in a competitive market suddenly becomes a monopoly, how will their strategies change?
For a firm becoming a monopoly, it must adjust to ensure it has barriers to entry. The firm must have boundaries that lock off competitors as a strategy to maintain the high-profit margins.  Such a firm must adjust appropriately to begin enjoying economies of scale. Since monopoly would imply high output, the firm must ultimately adjust the price to ensure other firms are not able to come in as competing entities. Furthermore, another strategy is product differentiation. The firm would have to now uniquely brand its product so that consumers can associate their products the firm as a strategy to totally block competitors (Chen & Schwartz, 2013).
QUESTION #2
A public swimming pool in your area has become badly contaminated by some of the people using it. What economic concept describes this?
Demand and supply as an economic concept best describes why a public swimming pool would be badly contaminated. Being a public resource, many individuals would prefer to use it based on the low costs in comparison to others that are private. The high demand on the limited supply i.e. the pool is not increasing in size to accommodate the demand, would put the pull under pressure to provide what a large number of people need. This ultimately leads to contamination of the pool.
How can economic incentives be used to significantly improve water quality?
Economic incentives are key in changing both consumption and production habits in society. Since the swimming pool is depended upon by a number of people, charging a small fee for its use would ensure responsible utilization of the resource (Kneese, 2013). When people are paying some fees to receive a service, they develop responsible behaviour compared to when they know what they are using is a public resource with no pay. Furthermore, giving incentives to those who show an effort in maintaining of the water reservoir might encourage many to try and ensure less pollution with an aim to receive the same rewards. The incentives would attract responsible utilization of water and thus an improvement in the water quality.
For firms responsible for pollution, marketable permit programs could be used. Giving such firms an allowance in case they ensure a reduction in water pollution emissions would be important. The firms would, therefore, strive to reduce pollution through cutting emissions and thus be profitable as they adopt less polluting methods of emission (Tamazian & Rao, 2010).
QUESTION #3
Construct a tutorial that shows users of it how to apply marginal cost and marginal revenue concepts to business operations with the goal of maximized profitability.
Marginal cost (MC) and Marginal Revenue (MR) being economic measures for determination of the quantity of output and the unit price of any product are key concepts for profit maximization in any business operation. All companies are always geared towards making profit and therefore, the relationship between MC and MR becomes so important since they determine the point of profit maximization (Drury, 2013). When MC equals the MR, then at that point, profit is maximum.
Marginal Cost gives the variation in the cost of goods that occur as a result of the production of an additional unit of that particular good. It is obtained through a division of the total cost change by the quantity change. On the other hand, marginal revenue looks at the revenue change that occurs when an additional unit of the product is sold. It is thus calculated by dividing the total revenue change with the quantity change (Cho & Meyn, 2010). Therefore, at maximum profit, the two must much. This is the point where the firm would make highest possible profits in its operations. 
Whenever MR is less than MC, then a company is producing so much and thus it needs to reduce the production until the two are equal. On the other hand, whenever MR is greater than MC, the firm is not producing to its maximum capacity and thus should increase its production for profit maximization (Cho & Meyn, 2010). Therefore, Marginal Revenue and Marginal Cost play a big role in giving any firm interested in profit maximization the best balance between its inputs and outputs for the intended results.
QUESTION #4
The Trump administration has asked you to develop a new trade agreement between the U.S. and Asian countries. In order to maximize economic benefits to all parties, what features would you include?
In developing a new trade agreement between the US and Asian countries, there are a number of features I would include to maximize economic benefits to all the parties. Tariffs is one of them. I would set up a better tax on the imports and exports of goods in both regions to make each party comfortable. Since each of the two nations has its own laws, there would, therefore, be a need to adjust regulations and ensure none feels disadvantaged. A quota would also be a key feature. This is because a limit to the quantities of goods each country can import or export would be necessary as they set up the agreement (Hoekman & Nicita, 2011). Furthermore, this would act as a protection of the local producers in both regions since a quota ensures such a limit to help maintain and protect locally produced goods.
[bookmark: _GoBack]An embargo would also be important as a feature. There are particular products such as firearms which would need a total restriction on trade between the two countries. Therefore, this feature would be important in the appropriate definition of such goods to ensure the two regions have maximum economic benefits without interfering with each other (Blonigen et al., 2013). Standards would also be an area that requires attention. Both Asian countries and USA would require a proper definition of the necessary standards to be maintained in terms of the quality of imports and exports. Furthermore, licensing is also necessary. For a better trade agreement between the two parties, I would advise on the need to have a standard licensing mechanism that would also remove more bureaucratic tendencies common in such scenarios.  Subsidies as a feature would also be included. I would be tasked with ensuring each state offers this to encourage export of products between the two regions in an effort to promote trade (Blonigen et al., 2013).


References
Blonigen, B. A., Liebman, B. H., Pierce, J. R., & Wilson, W. W. (2013). Are all trade protection policies created equal? Empirical evidence for nonequivalent market power effects of tariffs and quotas. Journal of International Economics, 89(2), 369-378. 
Chen, Y., & Schwartz, M. (2013). Product innovation incentives: Monopoly vs. competition. Journal of Economics & Management Strategy, 22(3), 513-528.
Cho, I. K., & Meyn, S. P. (2010). Efficiency and marginal cost pricing in dynamic competitive markets with friction. Theoretical Economics, 5(2), 215-239.
Drury, C. M. (2013). Management and cost accounting. Springer.
Hoekman, B., & Nicita, A. (2011). Trade policy, trade costs, and developing country trade. World Development, 39(12), 2069-2079.
Kneese, A. V. (2013). The economics of regional water quality management (Vol. 7). Routledge.
Tamazian, A., & Rao, B. B. (2010). Do economic, financial and institutional developments matter for environmental degradation? Evidence from transitional economies. Energy Economics, 32(1), 137-145.
Zeng, C. Y., Hu Y. H., & Qing, Q. L. (2010). Natural Monopoly, Competition and Regulation [J]. Journal of Jishou University (Social Sciences Edition), 2, 016.
