Solutions to SELECTED End of Chapter Exercises
17.1
a.
A multiplant monopolist maximizes its profit by allocating its production of output across its two plants according to the rule



MC1 = MC2 = MR.



Thus



30 + 2Q1 = 20 + 5Q2



5Q2 = 10 + 2Q1



Q2 = 2 
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Q2* = 2 
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17.3
a.
Cournot model

       
 b.
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= P Q1 - (400 + 20 Q1)



= [100 - 0.1 (Q1 + Q2)] Q1 - 400 - 20 Q1


= 100 Q1 - 0.1 Q12 - 0.1 Q1 Q2 - 400 - 20 Q1
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= P Q2 - (800 + 0.25 Q22)



= [100 - 0.1 (Q1 + Q2)] Q2 - 800 - 0.25 Q22


= 100 Q2 - 0.1 Q1 Q2 - 0.1 Q22 - 800 - 0.25 Q22
       
c.  
Firm 1
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0.2 Q1 = 80 - 0.1 Q2


Q1 = 400 - 0.5 Q2


Firm 2
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0.7 Q2 = 100 - 0.1 Q1


Q2 = 142.86 - .14 Q1
       
d.  
0.7 Q2 = 100 - 0.1 (400 - 0.5 Q2)



0.7 Q2 = 100 - 40 + 0.05 Q2


0.65 Q2 = 60



Q*2 = 92



Q*1 = 400 - 0.5 (92) = 354

17.5
Stackelberg allows for the possibility that some firms' conjectural variations are not equal to zero.


a.   

The conjectural variation for firm two is
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b.    
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 - 0.25 Q22



=100Q2 - 0.1 (400 - 0.5 Q2) Q2 - 0.1 Q22 - 800 - 0.25 Q22



= 100 Q2 - 40 Q2 + 0.05 Q22 - 0.1 Q22 - 800 - 0.25 Q22
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60 - 0.6Q2 = 0




Q*2 = 
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Q*1 = 400 - 0.5 (100) = 350




P* = 100 - 0.1 (350 + 100)




= 100 - 0.1 (450)




= 100 - 45 = $55
17.7
a.  
P = MCS = 10 + 2 QS


∂QS = -10 + P



QS = -5 + 
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b.
QT = QS + QD

QD = QT – QS

P = 595 - QT

QT  = 595 - P


QD  = (595 - P) - (-5 + 
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QD  = 600 - 
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c.
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MRD = MCD
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∂QD = 390



Q*D  = 195

      
d.
P* = 400 - 
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= 400 - 130 = $270

      
e.
QS = -5 + 
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= -5 + 135 = 130

     
 f.
QT = QD + QS = 195 + 130 = 325
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