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Monopoly Pricing
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A competitive producer solves:

max py —c(y)
The FOCis p=c'(y).
In other words,
the price equals the marginal cost.

A monopolistic producer solves:
max p(y)y —c(y)

The FOCis
p(y)[u%j: p(y)(l—%}c'(y)
where
_dyp
e(y) = doy

Is called the "price elasticity of demand".

p(y)(l— i) is called the "marginal revenue".
&(y)
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Monopoly Behavior



Price Discrimination (Z RI{tELRR)

* First-degree
e Second-degree
e Third-degree



First-degree price discrimination
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First-degree price discrimination
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Second-degree price discrimination
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Second-degree price discrimination
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Third-degree price discrimination
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Third-degree price discrimination
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Two-part tariffs (Z 5%} &)
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Disneyland Dilemma
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Disneyland Dilemma
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