Micro Exam Review for Final Exam (on December 10"™): Key principles to understand
THE FINAL IS COMPREHENSIVE —SFUDY OLD HOMEWORK ASSIGNMENTS,
EXAMS AND REVIEWS! 50% emphasis on new material, 50% emphasis on all material

Chapter 10 —Market Power: Monopoly and Monopsony

cuprwdE

Marginal Revenue for Monopolist

Profit maximizing output (mathematically and graphically)

Monopoly/Market power (relationship of MR to elasticity of demand); Lerner Index
Sources of Market power

Social Costs of Monopoly Power

Monopsony (not graphs associated with it)

Chapter 11 —P+icing with Market Power

1.
2.

3.
4.

5.
6.

Capturing Consumer Surplus

First Degree Price Discrimination (graphically, mathematically, and welfare/efficiency
effects of)

Second Degree Price Discrimination (examples of and intuition behind)

Third Degree Price Discrimination (graphically —market segmentation, mathematically,
and relationship to elasticity of demand for each segment)

Two-Part Tariff (single consumer and two consumer; graphically and intuitively)
Bundling (mainly pure bundle versus no bundle, not mixed bundles)

Chapter 12 —Menopolistic Competition and Oligopoly

1.
2.
3.
4.

5.

Characteristics of Monopolistic Competition (graphically and intuitively; differences
between the long-run and the short-run; efficiency associated with monopolistic
competition)

Oligopoly; Cournot versus Bertrand competition (relative price/quantity/profit/efficiency
differences of both compared to perfect competition and monopoly)

Nash Equilibrium and best response (reaction) functions

Cournot (mathematically and graphically —be-sure to understand and label graph/best
response functions)

Prisoner Dilemma games; examples of

Chapter 13 —Game Theory and Competitive Strategy

1.

NN

Payoff Matrix (understand how to create them —gifferentiating actions and payoffs); be
able to find Nash Equilibria, dominant strategies and if the game is a prisoner dilemma
game

Dominant Strategies

Spatial location (NE and efficient location choices)

Maximin Strategies

Mixed Strategies

Battle of the Sexes

Repeated Games; tit-for-tat strategies; finitely repeated versus infinitely repeated games
Extensive Form games; first mover advantage



Practice Problems from Chapter 12 and Chapter 13

CoNOR~ODOE

Quiestions for Review page 468 number 3
Quiestions for Review page 468 number 4
Quiestions for Review page 468 number 6
Exercises page 469 number 6

Exercises page 469 number 7

Quiestions for Review page 511 number 4
Exercises page 511 number 3 (not c)
Exercises page 512 number 5 (not d)
Exercises page 512 number 6
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