CB2400 Micro-Economics

Tick & Learn

Monopoly

Consider a monopolistic market with demand function

Q% =500—P, orequivalenty P =500— Q<

The monopolist’s marginal cost and average cost at a production level Q are
respectively

MC =20 and  ATC = ”’g"" +0Q
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1) What is the monopolist’s marginal revenue at a production level Q?

A) MR = 10000 — 2Q
B) MR =500—Q
C) MR =500—2Q
D) MR =500 — 0.5Q



2) What is the monopolist’s profit-maximizing output level?

A) $21000
B) $21250
C) $21500
D) $21750

3) What is the profit that the monopolist can earn in equilibrium?

A) $21000
B) $21250
C) $21500
D) $21750



