CB2400 Micro-Economics 
Essay Question
Monopolistic Competition
Intended learning outcomes
The essay question helps you attain the following intended learning outcomes:

· Identify concept(s) you have learned which is (are) relevant to the question.
· Apply the concept(s) to the question.
Discussion in tutorials

Attempt the question and discuss with your tutor and classmates in tutorials.
Question 

The following information is extracted from articles in South China Morning Post1.


1 Sources: Taobao joins forces for expansion, South China Morning Post, 20 September 2011.
Ministry enters Taobao Mall row, South China Morning Post, 17 October 2011.

Based on the information above, answer the following question with the aid of diagrams. State clearly your assumptions.
Question: 
What would be the effects of the sharp increase in the annual membership fees of Taobao Mall on the big companies, the small businesses, and the consumers. Explain. 

        Taobao Mall (淘寶商城) is the mainland's largest e-commerce service provider established in April 2008. It is an online platform allowing businesses to sell their products to consumers in mainland China, Hong Kong, Macau and Taiwan. Over the past few years, the number of registered business has grown rapidly. Famous companies like Gap and UNIQLO are also registered in Taobao Mall. Currently, Taobao Mall has 400 million registered users (potential consumers), 50,000 registered businesses (companies), and 70,000 brands. 





        On Monday 10 October 2011, Taobao Mall announced to increase its annual membership fees from 6,000 yuan to between 30,000 yuan and 60,000 yuan, depending on the type and scale of the business. The move angered thousands of small business owners. Small businesses claim that the fee increase would seriously hurt their finances while larger businesses have the resources to shrug off the fee rise.
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