Suppose the demand curve is Q(p) = p¢, what is the elasticity of

demand? If marginal cost is $1 and ¢ = —2, what is the

profit-maximizing price?
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Suppose the demand curve for corn is Q(p) = 10 — p. Suppose that

one firm owns all five units of corn

in the world and has zero

marginal cost. Does a monopoly sell less output than would be sold

in a competitive market in which 100 firms each own 0.05 units?
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8. Output is homogenous and the demand curve is

2. Monopoly should sel ak (@ =5
Total  output in competitive markel is 100(05) » @ =5
Both market have sell outpits ot the same level.

P =448 - Q.

There are two firms with identical costs given by C = ¢? where g; is the production of firm i.

The marginal cost of firm i is MC;(g;) = 2g;.
(a) Find the Cournot equilibrium firm outputs.
(b) Find the Stackelberg equilibrium firm outputs.

© Problem 8, Chapter 13 in Church and Ware (2000) (Church and
Ware (2000) is an e-book and is available online).
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Stachlburg Equilibrium.
Assume fhak firm 1 moves first
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Q (write about 0.5 page) Find 1 example of an industry that has a
dominant firm. Describe what this industry is, which firm is the
dominant firm, which firms are fringe firms (name the ones that you

T would use pork industry ot Thailond as o example | which the dominant fim in fhis industry is CPF or
Charoen Pokphand Foods as it has the sle values around 200 biion baht which show thet it is o significant share of pork industry
that con raise competition concerns when it have fhe power to set Hhe prices independently. while He fringe firm is other’s firm
like the pork's sellerson the market , they need to set e price by follow the price leadership of the dominant firm ond hey

have o copy whak dominant firm is doing since deviakmg from it cowld have adverse effects.



