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• Firm i,facedap,oblemlikethelollowing 
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• Thefom'sd>o<eoflandl<doesnotaffectthep,>Ce>p,w,, 

• Justififfl if t he t he market i, composed of many ,ma ll firm, 

• lnmanymarketstherejsasingle firm 

• Sinc,:supplyjscompletelycontrol ledbythefirm, itcanu..,thisinitsfav<X 
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• W~nfirm control, ,up;,ty,t~n 

• Consum<f'S,.i lli ng,.... topayi,giw:nbyt~demandfunct>on 

• When firm control, ,up;,ty, t~n 

• Consum<f'SW< ll, ng....,.. topay ;,g;w:nbyt~~ 
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"' q(p)i,t~ in•croedcmaOOlunction 
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• ~ :R(q) - ~ ) '!. 

• Revenue : R(q) • p(q)q 

• Revenue: R(q) p(q)q 

* =p(q) + q¾(q)=p(q)(1 + i:;) 
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"' e0 ,,;.u,.e1a,ticity<Jfdemandwith r"'l}Oatopri<e 
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"' If ~ •. ,< -1. th, n d,mand;. e/artic 

"' An O,C,.,., in p,i<<l<>d> • t,;i docro,,. indttn• od 

"' What kind of dem•od function, h,.., constant e l, ,ticit.es <Jf demand with ,.,,l}Oa 
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"' Wh>t kind of de<n,nd functions h,.., constant e last icit.,. <Jf clemand with respect 
toprice7 

"' Suppos,that t,,.demandfunction;sofcon,tant ,la<tic iriQ 

"' What kind of demand function, hav, constant e la,t icit.es <Jf demand with ,.,,l}Oa 
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"' Supposethatt,,.clemandfunction ;sofconstant elast icity,c 
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"' Supposethatt,,.clemandfunction;sofconstant elasticity,c 

"' Wh at kind of demand function, ha,, constant e lasticit.es <Jf demand with r"5p<Ct 
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"' Supposeth>tt,,.clemandfunet ion;sofconsta nt elasticity,c 

"' Whatk indofde<nandfunetions h,,.,.constant el,sticit.,. of demandwith respect 
toprice? 

"' Suppos,thatt,,.demandlunction;safconstant ,la<t icity,; 

"' Bythefundamentaltheofem<Jf c.a ku lus 

logq(p) - C+logp' 

., q(p)= •cfl' 0<q(p) Ap"l0<someA 

Locture 7 Monopoly 



Lecture 7· Monop,Oly 
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lttt 
+ 

;,rr , 
/-;{ 

1 -1- i:; > O=cop<-1 

ucesat apoi nt whe,e<lema nd i,ela<tic "' Amonopolyti rmalwaysprod 

lt-1- 7 0 
E\f J_ 

l) - ••,P 

-£.:- 'v{_~) ll >0 

1'(~')+@':\-' ~ c) 

.. We can-.mpli fy to 

.. We ca n -.mpli fy to· 

I~ 

r. ~ ?,l' -;, 
1\_:t ?~ 

"'e;ii' 
~-rt,')-,0 
+ ~ l.. "> 0 

0-=ti 1+ ~, 

l>~if 

T~,P <. -\ J 



. .............. i:,, ... ,. 

• s,,,, .,. , - , .1 .. , 
8- ' ~ fa-I 

l .. ...... ·b..J 
. - , 1;,,, ., •• ;.- , ...... . \,,l , ,A •. 1,·,'IN•. ••• .. ,.,w.o. 

• ·.•.\, ... , ... i:,, .•. ,. 

• Si i: , ... , .1 ... 

. _::.::':~:-~''.'''~~~.::_~:::.,~ .. ,·, ,,,.,,.,,.;,._ ..... 

• f>m • •,.:-1 •, .,. 

. ,1::, .....!..,_:\ ·-~~ 
·O· -·· ., .. : 

·• .l•ol · ,/ 1,,t...,. , ., .. ,.,...,.,. 
............... p .... , • .,,.,.,.,i . ..,~···· .. 
......... : .. -.J,, .. ,. ;, ,,i..: ,.,..,, , ... , .... . ,,, . .... 

•• , ... .... : •• ,,, •• , ~ - ,.1-:, 

• - . , >l·· w ' · ~...,.;. i l, w ..... ~· i•·,,;·1., ,i ,; . ,,;o,H 11a,,:.•.i« 

' ,.I; .,, .. , ...... .,,~,,,J· , ,, h~ •• ;, ... .... ,, .,; ,. """"·' "·""';_,, 

" 0.11, f : r ,,,.v: ~ ... 

• •, Mr•, .. ,_.,,, .,,., , oh •· ,,• ,,-p,,t;,,t.:•t,••t,,t,>t.,,••.M •< 

• k,11, , • • ~, .... ~ " · ""'"' •u ·lo< • ..,, ., ,., .. ., ...... . ,,~,.,, 

,.,-:,.·::.:;.::.:;':,:; ... ,, " ' .,, __ ,,. . .. ,t,krn·,. · ,.•,.! >,• i,. 

·~~:;~ (,;.~."° 
, ... ~ · ···-
'·':::::· ,. ,_,,,.} ,. '""'" .::· ,, ..... (,(, 

, ... ~ '" ,., .... ,~ 

··"':···~ · / tfI~If ,. ......... ,,,,,1.::4: 

., 

··:.,"!," , ..... ........ , 
:). .. ........ ~ ..... 

,,r-.-dO -::l) r~ •:} 
£«,P ~ - I -l7 p" .., 



2 .. . • odti><n t O<dffi,•od I . Tot in,..-,;ono1,t.t 

coo:::,-] t~~ ::,,ty. ::'~:I·=~ .. ' i:..'7 
Wn,t<leto,m ;.,.. \ ht 

pro1,,.m..,,m'i n1 
qu•nMy 

• • A..,•1et0t•lcost 

~:;:;'~ M.,1in, I 

~~ ·-- . A- •1•t0t•l«>,t "'""' """""'>' : 
A-oge t ' 

t0t,I D -~- , C 

"'" : Dem•od 

i M.,1;n,1,,._'-"' 

QMA.X Qu, ntil)' 

0 M"""t)<My Effk""t Ouant;ry 
qu, nMy qu, nMy 

"' Demand/unctioohas co<t>ta nt elastk it:,ofdema nd (q(p) a AJ,'.:J 

"' Dem,ndlunctioohasco,t>tant elast kit:, ofdemandJd 

m: spq(p)-<(q(p)) 

l de I de 
p- ~ dq - J+r dq 

"' Has asolut..,,, if andon ly;f ~ 

"' Demand/unctioohasco<t>tant elastk it:,ofdemand(q(p) a Ap") 

m:s pq(p)-<(q(p)) 

l de I de 
p- ~ dq - l+!dq 

"' Has•'°'"'""' if and on ly ;1 ~ < - 1 

"' lf ~ ;;: -1.then the fi,m alwayspttf<, toi.-.c,e, .. the p,ice (r,osolut""') 

"' Demandfor><t ..,,,ha,conmnt elasticityofdemand(q(p)=Ap") 

l de I de 
p= 1+ t; d</ = J+1 dq 

"' Has a solut""' if and -,n ly if ~ < - I 

., lf ~;;:-1.t!,;n thefi,m alwayspttf<, to;r,crea .. tt,; p,ice (r,o solutioo) 

"' lf marginal cost, are cO<tstant at c 
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: O.mand/uncfonhascon>tant ela>tic ity ofdema nd (q(p) a Ap") 

lfpro/its a,.,. ~ wtiya,.,.n't~fi,msent<'ringt h<' m>r k<'t7 

• N>tura l mooopoly(Mim,..,ft) 

• Patents 

• Political lc>bbying:Tel<'Y,sa , Art,ca , etc. 

"' Re,;ul>tion( Moodyand$ 4' P",) 
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