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@ 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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© Problem 8, Chapter 13 in Church and Ware (2000) (Church and

Ware (2000) is an e-book and is available online).

8. Output is homogenous and the demand curve is
P =448 — Q.
There are two firms with identical costs given by C = ¢? where ¢; is the production of firm i.

The marginal cost of firm i is MC;(q;) = 2gq;.

(a) Find the Cournot equilibrium firm outputs.
(b) Find the Stackelberg equilibrium firm outputs.
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© (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
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