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From Cobb - Douglas production function Q=K✗ . LB

If ✗ + p < 1
,
there will be decreasing return to scale

If ✗ + g = 1
,

" constant "

If ✗ + p > 1
,

" increasing "

consequently ,
Q = K

} É ✗ + p = } + } = y

• : The production function is constant return to scale .
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}
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from market demand : P = Q
"

substitute c = -41 → p = 0514

Profit = Total Revenue - Total cost

IT = P - Q - [ Total Cost of capital + Total cost of labor ]

IT = a-¥ . Q - [ Kr + w L ]

The unit price of K is equal to r → 1 unit price = r

k unit price = Kr

The unit price of L is equal to w → 1 unit price = W

L unit price = WL
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from the production function Q = K } L?
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d Cournot Environment Profit 2111-21=1192 - [2

profit,
'"'! Pig ,

- [ ,
= 1100-1911-921192-922

= 1100-191-192119 , -1091 11-2=70092-9,92-2922
IT

,
= Jog , -9,2-9,92 MAX 11-2 11-2=492.98

Max ITI IT , = 2513.8 4,1T¥ = 700 -9, -492=0
4¥ ,= so-291-92=0 92=100-492
91=45-0.592

i. 700-492=45-0.592

55=3.592

92=75.714

91=37.743

9=9 , -192--15.7141-37.143=52.857
D= 700-52.857=47.743#

Total IT = IT , -111-2
= P

. Q - C , - (2
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= 9091-29,92-2922-912-110092
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,
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¥Tgz= -291-4921-100=0
substitute 7 into 2 i

IT, =p.g , -4=551401 -101401=180045-92=50-292
11-2 =P-92-4=55151 -52=25092=5 , 91=40

9--401-5=45
D= 100-45=55



IT, = 2513.8 ) (ourhot11-2=492.98

IT, = 1800

11-2=250 ) collusion
i. IT , collusion ( IT

,
Cournot

firm 1 is not collusion

11-2 collusion L IT Cournot

firm 2 is not collusion

so
, collusion is not stable .



c) tax revenue = trot tp

tax R = taQn.tt BQB

tax R = ta 19 - ta / + tb ( 18jtb_ I3
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dtb

Mlht : b) t.pl?pS tax A = 4.5

A : Demand = Supply Mht A tax B = a
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IT =p - Q - CCQ ) - A

= PC 2,000 -145A - 2010 ) - ZQ - 9,000
- A

= 2,04010 -14pA
""
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?
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optimal pricing CPI → 2,040+47%-4010=0
4010-4*2 = 2,040
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40
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a. a- 72 a-Zzczp, ] → negative

definite

I Hql = - 40<0 → FCP
,
A)

-72,2 < 0 → it CP
,
A)1421 = -40 (Ñ%( 2 - p ) - C 2A

i. p*,A☒ are global solution .


