Page 5

Tuesday, September 13, 2016 12:49 PM

The Model (No-Entry) - Results

Given that

* p = minimum marginal average cost for the fringes (= AC = MC'

* MC; = the fringes” marginal cost.

* D(p) = market demand

* S(p) = the fringe firms’ aggregate supply curve

* D,(p) = D(p) - S(p) = the dominant’s residual demand curve

* MC,= the dominant’s marginal cost

We can get 2 types of results

1If MC, < MC;, dominant firm charges high price, the fringes get to produce.
2 if MC,; << MC;, dominant firm charges low price, the fringes shutdown.

New Section 2 Page 6



Page 6

Mdg

- SvA OF MArdPMAL COST
oF CoMPIETTAVE
Fetveg (CF)

MCy =) mwrémm ‘o5

or  DoMivanA” o1

’ pyem= DO — S, @)

RESOLI. M2rArD)  (Cr=

ofF DomMivmd v

! o)
‘ H DR (e
L ey | NP T
_ .
x,\/\@xF @d ey — % 0
-t
MMRECh Exmdls 0 SUPRSE Petoo—q —> PWIKET PRMMD R
—_— [ 4@ — ASGREGHTE SLrLy Cerd™
Gy COMPETIIVE FRIMGIZ
Mc;t:(g ) M d O DoMVAT FRM
s P ROMMIE P (S RESIOAL  PE mvp COpf
[OO —Q = [0 +4Q
S = Q0 o R =(g AVD P = (pu—19=82
B —
Qo

VERTHI. TVTRRGTT  OF TUE @ESTLAL. DEviaw coeus B 92,

TME RESIVAL DEMMA (ppifz weee 00Ty W/ pag (WKT 0R) angse
Extcny AT pePCE AT WHICH Q@UAMVTERY SuipLteD Yy CF 2
P= lo +aq

o= @:o}

V=N,

e =0

P=0 | ecnvrorr nemaed (o) = (O =1097@

Q=90 p
20 FMWVEQT 5 pnurf ov THE rEr permas  coRlE

CALCVCME — SoPE

- (W

( 92 <)

9
- 90 T -
(90 -0 )
§a} Top PALT o=~ TU= DF S DM conue = .. P =32 ;oxz@/

([ME/\/ DF S MR TY ME = Y2 — [.¢@

—
PeertT  CVIEM I UTTon M= Mc

New Section 2



x e
O GET [ , WIE SUBSTITUTIZL Q=40 ™0 e eESPUZ
_ i &
P ) ceeilE =y YF :ng‘@rz (40> - Co
C—= wbie Speey P=10+4¢x = SO = [0 T4Q



