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‘Smart Light is one of four firms that sell desk lamps. The graph below shows Smart Light's kinked demand
curve (D) and the resulting marginal revenue curve (MR), which has a break from A to B. The graph also
shows two possible marginal cost curves (MC1 and MC2). Assume Smart Light's marginal cost is represented

by MC1.
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6.1. Smart Light will set  profit-maximizing price of:
OA. $12
OB. $15
OCc. $10

OD. §7
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6.2. 1f Smart Light increased its profit-maximizing price, Smart Light's competitors will:
(OA. Keep their prices unchanged
(OB. Decrease their prices
(OC. Increase their prices by more than Smart Light's price increase

(OD. Match the price increase
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6.3. If Smart Light's marginal cost increased from MC1 to MC2 on the graph:

(OA. Smart Light will not change its price

(OB. Smart Light will increase its price by $3

OC. Smart Light will increase its price by $2

(OD. Smart Light will decrease its price by $3
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7. In the market for college economics textbooks, it is very difficult for Thomson, McGraw-Hill, and Houghton
Mifflin, amongst many other publishers, to form collusive arrangements on the prices they charge to
students.

Which of the following obstacles to collusion best explains why?
OA. Number of firms

(OB. Demand and cost differences

OC. Cheating

(OD. Technological change
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