Ch.14: Oligopoly

1. Suppose that the market demand function is:

p = 150-0Q
O=q,+ ¢, (duopoly)

Assume that the marginal cost for both firms is $60 per unit and fixed cost is zero.

Find the monopoly output, price, and profit; show them on a diagram.

Assuming Cournot-duopoly , find the two best response functions and draw them.
Calculate the Cournot equilibrium output, price and profit for each firm.

Compare the outputs, prices and profits from a and c.

Calculate the Stackelberg equilibrium output, price and profit for each firm when
firm1 moves first.
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