Solutions

Each answer shows the steps, then the result.

2.1

e any two of: many firms, identical products, free entry and exit, perfect information
2.2

o it is too small to affect the market price, so it takes the price as given

2.3

« normal profit (zero economic profit)

3.1 B
3.2 A
3.3

(a)

« 310 (equal to the price)

(b)

e no — products are identical, so buyers would switch to rivals

(c)

e zero economic profit (normal profit)
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