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- Market demand P : 10 - I

- Me upstream Mcu : m=2

- Downstream firm has no additional MC other than intermedia-1 input charge by upstream firm
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it can clearly be seen that it two firm merge together, it will improve both

◦ downstream firm's profit producer surplus and consumer surplus , including increase profit

MR
,

= MCD

10-22=6 ; Price that upstream firm sell to downstream firm 's MC

II, : 2

PT, -- to - I --8

IT ↑, = 218 ) - 2161

= 4


