Economics 2010
Section IV Questions for Review
1. Relative to the demand curve, what does MR look like for a perfectly price discriminating monopolist.
2. Can a price discriminating monopolist make more profit when it uses more prices or fewer prices?
3. What conditions are necessary for a firm to price discriminate?

4. Can a firm in a competitive market discriminate among buyers?  Can a firm in a monopolistically competitive market?
5. Do monopolistically competitive firms produce at minimum of ATC?  Why or why not?
6. Compare MR and AR for a monopolistically competitive firm.
7. Are monopolistically competitive markets inefficient in all ways?
8. Discuss the price and quantity effects for a firm in an oligopoly.  How do they change as the number of firms changes?
9. Is there more or less incentive to cheat if there are many firms in a cartel?

10. Define Nash equilibrium.
11. Compare and contrast the characteristics of a competitive market, monopoly, monopolistic competition, and oligopoly.
Problems from last year’s exam:

Long Problem – SHOW WORK OR YOU WILL LOSE POINTS!!  

1. The market for qbits is initially competitive and the market demand is:
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.  The combined marginal costs of the firms in the qbit industry are:
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a. Draw the demand, and marginal cost curves.  Calculate and show how much these firms will sell and what they will charge.

b. Now a bunch of other firms buy out all of the qbit producers and create a cartel (their combined MC doesn’t change).  How much will the cartel produce?   What price will they charge? (Draw any necessary new curves on your graph above).
c. Is there any DWL associated with the cartel?  If so, how much?

d. Now suppose one big firm comes and buys out all of the firms in the cartel.  This monopoly somehow miraculously is able to perfectly price discriminate.  How much will this firm produce?  What will be the deadweight loss created by this monopoly?
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