
Monopoly – Day 18 Questions 

Econ 201/Haworth 

 

 

 

The questions below are provided to test your understanding of this day’s material. 

 

To receive credit for this assignment, go to Assignments and find the folder entitled Daily 

Questions.  Inside that folder, you’ll find a folder entitled Section 3.  Once you’re in that folder, 

click on the link that says Monopoly - Day 18 and complete the assignment. When you are 

finished, you may submit.  Remember that the absolute deadline for submitting all Daily 

Question assignments is Thursday, April 20, at 9:00pm. 

 

1. Assume that a profit maximizing monopoly firm can be described by these equations: 

 

P = 400 - 2Q            (Demand - where P = price, Q = firm's output) 

MR = 400 - 4Q       (Marginal Revenue = MR) 

AC = 200                  (Average Cost = AC) 

MC = 200                (Marginal Cost = MC) 

 

Given the equations above, if this firm seeks to maximize profit, then which of the following 

would be a true statement: 

a. the firm should produce 100 units of output 

b. the firm should produce 50 units of output 

c. the firm should set a price of $250 

d. the firm should set a price of $200 

e. none of the above 

f. both a and d are correct 

g. both b and c are correct 

 

 

2. Assume that a monopoly firm can be described by these equations: 

 

P = 400 – 2Q (Demand - where P = price, Q = monopoly firm's output) 

MR = 400 – 4Q (Marginal Revenue = MR) 

AC = 200 (Average Cost = AC) 

MC = 200 (Marginal Cost = MC) 

 

Given what you know about a profit maximizing monopoly firm, which of the following would 

be a true statement (note that |D| is the absolute value of the own-price elasticity of this firm): 

a. this firm will produce at a point on the demand curve associated with |D| < 0.3 

b. this firm will produce at a point on the demand curve associated with |D| > 0.3 but |D| < 1.0 

c. this firm will produce at a point on the demand curve associated with |D| = 1.0 

d. this firm will produce at a point on the demand curve associated with |D| > 1.0 

 



3. Assume that all the firms in a Perfectly Competitive market are consolidated into one 

monopoly firm. I.e., assume that a perfectly competitive market transforms into a monopoly 

market without any change in cost. If this happens, then which of the following statements would 

be a correct statement about this market’s transition from perfect competition to monopoly: 

a. the market would involve firms producing where P = MC before the change and the monopoly 

producing at P = MC after the change as well 

b. the market would involve firms producing where P > MC before the change and the monopoly 

producing at P > MC after the change as well 

c. the market would involve firms producing where P = MC before the change but the monopoly 

producing at P > MC after the change 

d. this consolidation would decrease the amount of deadweight loss in the market 

e. this consolidation would lead to no deadweight loss in the market 

f. this consolidation would increase the deadweight loss in the market 

g. both a and e are correct 

h. both b and e are correct 

i. both c and d are correct 

j. both c and f are correct 

 


