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When the marginal. . cost rises by one unit
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. It is negative definite → DZTKO

The function is globally concave
Pk
,
PY
,
and PE are thus the global solutions

f) Cartel agreement is not self- sustaining even though all three products of the firms are different.

The quantity demanded of each good is interdependent on one another
.
If one of the firm were to set price

a little bit higher than it is in the agreement, the quantity demanded for other products will drop.
Accordingly , the cheated firm will gain relatively higher profit compared to the rest

.

The implication of collusive equilibrium would be that if marginal costs are varied with respect to firms,

they should set the price of each product based on marginal costs of all three goods . That is, if the

price of product I has high marginal cost , holding all other things constant, the firm should sell it at relatively
higher price than the product z and product 3 in order to maximize its profit.

At the end
,
the should satify the condition where MRC =MRCQIKMRCQFT-MCCQtoi.at) .
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Interpretion of Lagrange multiplier .
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The relationship between the LaGrange Multiplier and f¥* is positive.
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