SOLUTIONS TO SELECTED END OF CHAPTER EXERCISES

13.1
1.  A large number of insignificantly small buyers and sellers.


2.  Homogeneous goods.


3.  No barriers to entry.


4.  Access to complete information.

13.3
Defining the market for a good or service involves including those goods and services that constitute close substitutes for each other.  This definition process is difficult, because this substitutability is often a matter of degree.  Further, many markets must also be defined on a geographical basis, because accessibility between buyers and sellers is a critical prerequisite for market definition.

13.5
a.  
QS,M = -25,000 + 3,000P


     
3,000P = 25,000 + QS,M
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P = 8.33 + 0.00033QS,M

      
QD,M = 135,000 - 5,000P


      
5,000P = 135,000 - QD,M

      
P = 
[image: image2.wmf]1350001

50005000

D,M

,

Q

,,

-



      
P = 27 - .0002 QD,M
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Figure 13.1


b.  
If P = $25


     
QS,M* = -25,000 + 3,000 (25)

                           = - 25,000 + 75,000 = 50,000


      
QD,M* = 135,000 - 5,000 (25)


              = 135,000 - 125,000 = 10,000


      
Excess supply = QS,M - QD,M
                                                  = 50,000 - 10,000 = 40,000


Equilibrium can be restored in the market as the excess supply of the good drives the price down, thus increasing the quantity demanded and decreasing the quantity supplied until the excess supply is eliminated at P = $20 where QS,M = QD,M = 35,000.

13.7
a.  
SRπ = TR - SRTC


b.  
SRMπ = 
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c.  
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