2. (10 points) Referring to our Garment example, suppose there are 3 companies. The first
company needs to sew 100,000 buttons, the second company needs to sew 10,000 buttons, the
third company needs to sew 1,000 buttons. Suppose buttons are sold in a competitive market at
price = mc = 5 cents each. Suppose the labor cost of sewing 1 button is 1 cent each. If a sewing
machine can replace labor, answer the following questions:

2.1 How much would each company be willing to pay for a sewing machine?
company 1: 100,000 = 0.0l UsD = 1,000 LSD
company 2: 10,000 ¥ 0.0\ USD - 100 0s»

company 3: _ (000 & 6.0l 0USd = 10 Us

2.2 Suppose the sewing machine monopoly can do requirement tie-in and sell buttons along with
its machine, what should be the price of each sewing machine and the price of each button for the
sewing machine monopoly to extract all the willingness to pay from each garment company?

Price. of_each sewing_machiene. = 0__(give the.roaChions, e free)
peie / buttn = 3 (onts + 1.0t = b Conts. The machiene mmepoly
buys_buttens ot 5 (ot _eavh in o competitive. _market . Them, it_sedls
buttons 12, thi. _garment: cmpanies at. 6. cetts _each. TN Componies .
wand now be_indiferont: eiween usioq machiene 3 using, labor 1o Sew
tt\_oi_r__bm___h_s_smim that m dmsc.s 1o ase _Sewinq. matbiw.,, Aneic

2.3 If the cost of producing 1 sewing machine is 50 dollars, what should be the price of each sewing
machine and the price of each button for the sewing machine monopoly to maximize its profit?

How many companies will by this machine?
_z_ss_‘_g_c_g___ontq__mmny 1823 williggness te gy excoods cost of producioy
_______ o_machiene, the. machioe mare oty will only censider t9._Sell . Ahse
w0, pnmha\ Unsyomers. Hore, ) i e dse the same pricing. Shoattgy.
Bs 10 port 2.3, the maxicnwm (ngureds. Surplus will_be __extracid
___________________ ( :l’_mc_ machione + 6 Cents / buttom)
The nachiene.. MMQOL\} S prOE\i- _Total Revenwe — Total st
e 201,000+ mg) = (9022)._
_Other__.  # 1100-100_= to0 USDg .
¥ notes gA.t_\M___muChmwm that. \ludok the same. pmﬁi- wadd _olsg be.
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