Cerritos College

Economics 202

Pehlivan

Final exam: Review

1. Define the following terms and concepts, and learn them in the context of chapters 9, 10,11.

Monopoly


Market power 



Natural monopoly

Marginal cost pricing



Price discrimination



Market share

Monopolistic competition



The excess capacity theorem

Game theory



Cartel 



Product differentiation

Oligopoly



Concentration ratio



Market failure

Price-fixing


Price maker


Price maximization under imperfect competition

Long-run and short-run profits under monopolistic competition

The kinked demand curve

Price fixing and price leadership

Mutual interdependence

Prisoner’s dilemma

Barriers to entry

Advertising/ non-price competition


2. What is the rule for profit maximization for a monopolist (single-price monopolist) firm?

3. Compare a monopolist firm to a perfect competition firm in terms of the level of output and the price at profit maximization.

4. What kind of firms can practice price discrimination? 

5. What are the conditions for price discrimination?

6. What describes an oligopoly market? What are the barriers to entry in oligopoly markets?

7. What are the economic objectives of cartels?

8. If one gas station reduces its prices, must other gas stations match the price reduction?

9. Why don’t monopolists try to establish “the highest price possible” ? What would happen to sales? To profit?

10. Why does market power cause market failure? 

11. What are the market characteristics of monopoly, oligopoly, and monopolistic competitor?

12. An example: demand curve facing the ABC Company (P, TR, and TC are in thousand $, Q is cement, units of 1,000 cubic yards).

Q
price
TR
MR
TC
MC

1
$10


$15

2
    9

              17

3
    8


  20

4
    7


  24

5
    6


  29

6
    5 


  35

a.  Is this firm competitive or monopolist?

b.  Complete the table, and draw the demand, MR, MC, ATC curves.

c.  Find the profit maximizing price and quantity.

d.  Calculate the profit.
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