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Excel Answer Sheet for Economics 210

To Accompany Excel Workbook: 15_monopoly.xls

Refer to the Above Excel Workbook in answering the questions below. For each spreadsheet in the workbook, a spreadsheet title and a brief description of the spreadsheet precede one or more questions based on that spreadsheet. Bold letters indicate the spreadsheet name.

Economies of Scale: Short Description of Worksheet. 

1. What factor(s) might account for a firm’s average cost decreasing over the entire “market range” of outputs? What does an average cost curve of this type imply for the viability of perfect competition?

Demand Curve, Competition: Short Description of Worksheet. 

2. Explain why the demand curve for the perfectly competitive firm's product is horizontal—perfectly elastic. What does this mean about the firm's ability to set the price for its product? 


What does the horizontal demand curve for the firm’s product imply about the relationship between price and marginal revenue? Explain.

Monopoly, Demand and Revenue: Short Description of Worksheet. 

3. Discuss the relationships between total revenue, average revenue, and marginal revenue. In answering this question, refer to any two adjacent quantities (5 vs. 10, 10 vs. 15, etc.)

Monopoly, Demand and Revenue (2): Short Description of Worksheet. 

5.
Use the scroll bar to choose a quantity.  The chosen quantity is ________.  Total revenue change at that quantity is _________. The higher quantity is ________.  Total revenue at the higher quantity is _________.

6.
Explain how total revenue changes in response to selling the additional five units. That is, indicate how much additional revenue the gains for the 5 additional units, how much it loses for having to sell the quantity you chose at a lower price, and the net change in revenue.

Elasticity and Marginal Revenue: Short Description of Worksheet. 

7.
What is the marginal revenue when elasticity equals 1?  


What is the marginal revenue when elasticity equals 4? (To confirm that the tabled value is correct, check it using the formula on the sheet). 

Profit Maximizing Quantity: Short Description of Worksheet. 

8.
What is the profit maximizing output level?  What are the levels of total revenues, total costs, and profits? Explain why this quantity results in maximum profits. Once the quantity is chosen, how does the monopolist decide which price to charge?

Pharmaceutical Market: Short Description of Worksheet. 

9.
Why is the quantity produced in the market under perfect competition larger than it would be under monopoly?  Compare the prices that would prevail given each of the market structures.

The Efficient Quantity: Short Description of Worksheet. 

10. Explain why the quantity at which demand intersects marginal cost is the efficient quantity.

Deadweight Loss: Short Description of Worksheet. 

11.
What will happen to the deadweight loss triangle if the marginal cost curve is steeper? Explain, drawing in a steeper MC curve that passes through the point (30,50). To do this, you must print the graph. Attach the printed graph to this set of material. (Or you can copy the graph and paste it into a Word document.)

Marginal Cost Pricing: Short Description of Worksheet. 

12.
Explain why the firm would not choose the output level where price equals marginal cost. How would it react if it were forced to charge that price, say by a regulatory agency? Explain.

Price Discrimination, Price Discrimination (2), Price Discrimination (3): Short Description of Worksheet. 

13.
How are profits different for a monopolist that doesn't price discriminate, one that uses perfect price discrimination and one that uses imperfect price discrimination?

14.
How are consumer surpluses different in a market with a monopolist that doesn't price discriminate, one that uses perfect price discrimination and one that uses imperfect price discrimination?

15.
Compare deadweight losses different in a market with a monopolist that doesn't price discriminate, one that uses perfect price discrimination and one that uses imperfect price discrimination.
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How long did it take you to finish this exercise set?

Please rate its difficulty.  Circle one of the numbers on the scale below
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Extremely easy






extremely difficult

Please rate its clarity.  Circle one of the numbers on the scale below
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Extremely clear






extremely confusing

Please suggest ways to improve the exercise set, in terms of either clarity or content.

