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5. Individual Problems 9-5

Describe the difference in economic profit between a competitive firm and a monopolist in both the short and long run. Which should take longer to

reach the long-run equilibrium?

In the short run, both monopolists and competitive firms W earn positive economic profits. In the long run,

W can sitive economic profit.

True or False: The adjustment to long-run equilibrium ocg quickly for monopolists than for competitive industries.

True

False
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5. Individual Problems 9-5

Describe the difference in economic profit between a competitive firm and a monopolist in both the short and long run. Which should take longer to
reach the long-run equilibrium?

In the short run, both monopolists and competitive firms W earn positive economic profits. In the long run,

~_can earn a positive economic profit.

True or False: The adjustment to long-run equilibrium occurs more quickly for monopolists than for competitive industries.
True

False
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1. Individual Problems 9-1

At a university faculty meeting, a proposal was made to increase the housing benefits for new faculty to keep pace with the high cost of housing.

True or False: In the long run, this increase in housing benefits will make faculty positions less attractive than other jobs. (Hint: Consider how the

indifference principle applies to this occupation in the long run.)

True

False
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2. Individual Problems 9-2

Distributors of beer earn some monopoly profits in their local markets but see them slowly erode as substitutes enter the market. Suppose Nebraska
has scheduled a vote on the legalization of marijuana. Additionally, suppose that marijuana and;

a decrease [titutes and that the legalization of
marijuana would lead to a decrease in the price of marijuana.

an increase

Given the relationship between marijuana and beer, the legalization of marijuana would lead to

¥ in demand for beer. Thus,
distributors of beer would likely

v the legalization of marijuana.
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2. Individual Problems 9-2

Distributors of beer earn some monopoly profits in their local markets but see them slowly erode as substitutes enter the market. Suppose Nebraska

has scheduled a vote on the legalization of marijuana. Additionally, suppose that marijuana and beer are substitutes and that the legalization of

marijuana would lead to a decre] support |price of marijuana.

oppose

Given the relationship between nd beer, the legalization of marijuana would lead to ¥ _in demand for beer. Thus,

v
distributors of beer would likely “w the legalization of marijuana.
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3. Individual Problems 9-3

Suppose that a new entry has decreased your demand elasticity from -5 to -6 (made demand more elastic) and that your price, before the new entry,
was $20.

You should adjust your price to due to the new entry and decreased demand elasticity.
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4. Individual Problems 9-4

monopolistic

competitive

Relative to managers in more ¥ industries, managers in more

w industries are more likely to spend their time on
pricing strategies rather than on reducing costs.
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