Questions for: PROBLEM SET #09

Name _______________________________     Section _____________

Use your workbook and graphs to answer the following questions.

The first 4 questions address the optimal output and price for Zamboni before and after the demand shift.

1. What are Zamboni's profit maximizing levels of output and price before the decrease in demand?

PRICE = __________


OUTPUT = __________

2. What are Zamboni's profit maximizing levels of output and price after the decrease in demand?

PRICE = __________


OUTPUT = __________

3. How does the decrease in demand affect Zamboni's profitability?  What happens to total revenue?  To total cost?

4.  Given this change, what happens to Zamboni's monopoly power?

Questions 5 through 8 address the change in market structure from monopoly to perfect competition.

5. When Zamboni is broken up into many small competitors, what happens to the market price and total industry output? Compare this with your profit maximizing solution after the decrease in demand.)

6. What happens to profitability in the industry at this new level of industry output?

7. Why would the Federal Trade Commission want to force the market for ice cleaning equipment to be more competitive?  What would it hope to gain from this (expensive) course of action?

8.  Fully analyze this move towards increased competition in the market for ice cleaning equipment.  Who are the winners and who are the losers?  Are there reasons why we might want the market to remain monopolized?
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