ll.l. The market demand curve for a monopolist is

given by P =40 - 2(.

a) What is the marginal revenue function for the firm?

b) What is the maximum possible revenue that the firm

can earn?

13.° A monopolist faces the demand function

=100 ~ @ + I, where [ is average consumer income
ﬂm nm:i.mlm:’q market. Suppose we know thar the

; ists marginal cost function is not downward

ng. If consumer income goes up, will the monopalist

a higher price, a lower price, or the same price?

11.20. | Market demand is P =64 — (/7). A muli-
A Elﬂl]t mnnnpn[un operates three plants, with marginal
cost functons:

MO0 =40,
M [Q;} =2 +2{}
MC3(03) = 6.+ 0

a) Find the monopalist’s profit-maximizing price and
ourput at each plant.

b} How would your answer to part {a) change if

MEy ) =47



l].li?‘g A firm has a monopoly in the production of 4
software application in Furope. The demsand schedule m
Europe is ) = 120 = P, where (1 s the amotint salid in
Europe when the price 1s P, The firm's marginal costis 20
a) What price would the firm choose if it wishes o
maximize profis?

by Now suppose the firn also receives a patent for the
application in the United States. The demand for

the 1[5]:11::1“::11 in the United States is ) = 240 - 2P,
where (05 15 the quantity sold when the price is P
Becans it costs essentially nothing to transport software
over the Internzt, the Ao must charge the same price
in Europe and the United States. Whar price would
maximize the frm'’s profic?

¢) Use the Monopoly Midpoint Rule {Learning-By-
Doing Exercise 11.5) to explain the reladonship between
your answers te parts (a) and (b),

124 A firm serving a market operates with total 8
able cost THC = (', The corresponding marginalg
15 MC =20. The firm faces a marker demand
sented by P =40 = 5.

a) Suppose the firm sets the unitorm price that m
mizes profit, What would that price be?

by Suppose the firm were able to act as a perfect first:
degree price-discriminanng monopohst. How much
would the frm’ profit increase compared wath the um
form profit-maxmnizng price you bound in (a)?

2.19. ' A scller produces outpur with a constant mar-

mal cost MC = 2. Suppose there is one group of

pnsumers with the demand corve My = 16 — @, and

other with the demand curve Pr = 10 — {1 /2)(}.

 If the seller can discriminate between the two

markets, what prices would she charge to each group
consumers? (You may want to exploit the “monopoly

midpoint rule” from Learning-By-Doing Exercise 11.5.)

b If the seller cannot discrinunare, but instead must

harge the same price Py = P» = P to each consumer

p, what will be her profit-maximizing price?

¢) Which, if any, consumer group benefits from price

sCRimination?

) If instead P, = 10 — Q,, does cither group henefit

fom price discrimination?



13.12. Consider an oligopoly in which firms choose
quantities. The inverse market demand curve is given by
P =280 — 2{X 4 V'), where X is the quantity of Firm 1,
and ¥ is the quantity of Firm 2. Each firm has a marginal
cost equal to 40,

a) Whar is the Cournot equilibrium outputs for each
firm? What is the market price at the Cournot equilib-
rimm? What is the profit of each firm?

by What is the Stackelberg equilibrium, when Firm 1 acts
as the leader? What 1s the market price at the Stackelberg
equilibrium? What is the profit of each finn?












