ECO 260
Homework 5 Solution

(a) Nash Equilibrium in Bertrand is P = MC. So,

PE=5.

b) 5=30-50Q

0" =5
QB
a9 =q, =7—25
(a) Firm 2:

MR, =30-5q,-10q,
30-5¢,—-10q, =5
Solve for g,:
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Firm 1:

g =25
g, =1.25

b  0°=q'+¢5 =375
(©) pPS =30-5(3.75)=11.25
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0“=10/3=3.33

P¢=30-5(3.33) = 13.35



