ECO 232: Problems #7
1. Use the diagram below of a single-price monopolist to answer the following questions.

a.) Include a marginal revenue curve on the diagram below and explain in one sentence why the marginal revenue curve has the shape as you have drawn it.  In other words, why is marginal revenue not horizontal?

b.) Label the profit maximizing price and quantity for a monopolist

c.)  Include an ATC curve for the monopolist in which the monopolist is earning positive economic profit.  Explain in one sentence whether it is possible for a monopolist to continue to earn economic profit in the long-run.

d.) Explain in one sentence whether the monopolist’s choice of price and quantity is efficient.

e.) Would consumers be happier if this market were perfectly competitive?  Explain, in one sentence.
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2. Fill in the following table and determine at which price and quantity a single price monopolist will produce and what the level of profit is at this price and quantities:

	Price
	Quantity
	Total Revenue
	Total 

Cost
	Marginal Revenue
	Marginal Cost
	Profit

	10
	1
	
	3
	-
	-
	

	    9
	2
	
	9
	
	
	

	8
	3
	
	14
	
	
	

	6
	4
	
	22
	
	
	

	4
	5
	
	32
	
	
	

	2
	6
	
	52
	
	
	


3. Explain in one sentence how marginal revenue can be negative at some quantities for a single-price monopolist.

4. Explain what is meant by a barrier to entry and provide two examples of types of barriers.

5. Explain in one sentence what is meant by price-discrimination.  Provide two reasons as to why it is difficult for firms to perfectly price discriminate.

6.  Generally, do you think it is easier to price discriminate goods (objects, stuff) or services?  Explain your answer in one/two sentences.

7. Provide a real world example of price discrimination by group.  Explain in one sentence how one might predict which group will be charged the higher price.

8. If a monopolist were able to perfectly price discriminate, would the outcome be efficient?  Explain in one sentence.

9. Explain the difference between a natural monopoly and the “typical” single price monopoly.  Also, explain the difference between ATC pricing and MC pricing regulation of a natural monopoly.

10.  Explain in one/two sentences the U.S. government’s antitrust case against Microsoft.

11 Explain Microsoft’s defense against the government’s case.  Also, explain what is meant by a positive network externality.

12 As discussed in class, explain the barriers to entry that firms face in the operating system market.

13. Explain what is meant by a positive network externality and provide one example of a good that has these features.

14.  Provide one difference between a monopolistically competitive and perfectly competitive firm.  Provide one difference between a monopolistically competitive firm and a monopolist.  Provide one difference between a monopolistically competitive firm and oligopoly.

15. Use the diagram below of a monopolistically competitive firm to answer the following questions.

a.) Include a marginal revenue curve on the diagram below and explain in one sentence why the marginal revenue curve has the shape as you have drawn it.

b.) Label the profit maximizing price and quantity for a monopolistically competitive firm.

c.)  Include an ATC curve for the monopolist in which the monopolistically competitive firm is earning zero economic profit.  Explain in one sentence whether it is possible for a monopolistically competitive firm to earn positive economic profit in the long-run.

d.) Explain in one sentence whether the monopolistically competitive firm’s choice of price and quantity is efficient.
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16. Agree or disagree with the following statement and explain your answer in one/two sentences: “Monopolistically competitive firms will earn economic profit in the long-run because they have the ability to produce a unique product.”

17. Explain in one sentence why the HHI index is useful.  Provide one shortcoming of this measure.
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