© 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?

TR= Q(-®+10)
TR=-Q%+10Q
MR=~-2Q+10
MR=McC
-2Q@+10 =0

Qu =5
Monopoly Should gell at Q=5
Total outputs in Competitive market is 100(0.05) |Qc =5
Both market have Sell outputs at the same level (5 unit)

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;) = 2q;.

(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).



Cournot equilibrium

Firm 4, 1 = P- 9, - 942
T o= (448-44-Q,) -4y - 977
M= 4439~ 9?~9,9, - 41°
0T = 448 -29 - 28 42 =0
2 -49,+448 = 9,

Firm 2 “T=P-q,-q}
= (443-9,-99) Q2 - 2.2
M= $4807-952 -499y - 9,7
DU = 443 -29,-941-29,:0
24, -49, = @~ 4w
Q1= -4q, 14428
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stackelberg Equilibrium
Assume. that firm 1 moves first
Firm 2 ; T = P(%,%)QZ -97°
= (443 -95-92) 2, "
= 4qpl; - 9,7 -, 952
= 4434, 2% -1,
DT = 4 -~492-92 =0
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-(4y3 -1, “M2+ 1 )8y 292

4
< (336~ 3 Q1) 9 -9q2
4
<3364, - 3 U- 492
Iy
=336 W -3 4
m
3 = 336- 2Q9<0
3% 2

Q7 = 112~ 1 (ab)
U

Q2 = 33

Q= -4 (-89, +448) + 448
9y = 1694 - 1302 t 4YyQ

Q4 = 169, - 1344

158, = - 1344

A = -4 (39.6) +4yg
= -35% 4+ 44l
- 30.6




© (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

Teletommunication industry s made up of companies that wmake ctommunication poidle

on a global scale, whether itis through the phone or the infermet through airwaves or

cables, through wives ov wirelessly. These Companies created the infrastructure that ollows data
in wovols, Voice, audio, ov video to be Sent ony Wheye in the world. The lavgest Companies n
the sectov ave telephone (both wired and wirelefs) operators | Sate|lite (om ponief,

Cable componies , Onol internet service prouider(. For example , I choose AIS [ pdvanced

info Service) v be o dominant firm in telecommunication indvstry in Thoiland,

Advanced info Sevvice Public Compuny Limited (Als) ic Thailand's largest GSM mobile

phone operator with 39.3% million customers . AIS storted off as a fomputer rental business.

ln Dctober 1220, it launched analog 400 MHz mobile phone services with a 20 ~year

mon o poly con Cessiol from the Telephone Organization of Thailanol (ToT) ondt later became The first
tompany allowed +o opevate on the 65M-aoo frequency. The fringe Firm in this cector is LINE MoBILE
or Finn Mobdile is @ diviSion by Line (orporation operates mobile virtual netwovK operatov service in

Japon and Taiwan  while jn Thailand it opevates as a light MVND sevvice provide structuve by ITAC.
DTAC is the notion's third GSM phavie company  ofter AIS and TRUE.



