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. H is negative definite → d
-
Mo → globally concave

pit , PE , pf are the global solutions .

Cartel agreement is not self-sustaining even though 9113 producers of the
firms are different . The Qq of each good is interdependent on one another .

If one of the firm were to set price a little bit higher than it is in the
agreement , the Qq for other products will drop . Therefore ,

the cheated
firm will gain relatively higher profit compared to the rest .

The implication of collusive eqm .
would be that it me are varied Wrt . firms

,

they should set the price of each product based on me of all 3 goods . That is
,

if the price of product I has higher me , holding another things constant ,
the firm should sell it at relatively . At the end , they should satisfy the
condition where mrcqft-MRCQPI-MRCQg-MCCQ-oyn.LI
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d Determine the value of X and y thatmaximize
Rakorn's utility given an income constraint

Max UH y sexyx y
s t 4 6y 72

Lagrange method

sexy A 72 4 6y
FOC

Ix I ay t al 4 o

2g 44 y 29

YI 2 1 t L a x 3A

AI ft 72 4 6y O

4 164 72





e Determine the maximum utility level and

the Lagrange multiplier

U x y 2Xy
U 9 6 2 9 6 408 utils

dU a 3 70
do
when C increasesby 1 unit U increases by

3 utils

or when his income increases by 4 his maximum

utility level increases by 3 utils
f Suppose that income is now 73

Since his old income is 72 his income has

increased by 1

AU Ac a

AU l x 3 3 utils

U 108 t 3 111 utils
new


