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Assignments

Price Determination under Extreme Market Structures
Unit 7 will focus on the topic of perfect competition and monopoly. There are characteristics that describe a perfectly competitive market which allows producers to be profitable. Sometimes even unprofitable producers can operate for a while. You will learn about how some producers are price-takers and how a producer can maximize profits by identifying the optimal quantity of output. You will also gain an understanding of short-run and long-run market equilibrium and how the industry supply curve depends on time period it takes for producers to enter and exit the industry.
We will also discuss about monopolies, where there is only one producer. You will learn how monopolies differ from markets that operate in perfect competition and how policy makers address the problems that come when there is no competition. You will learn how this type of market will use price and output levels to maximize profits and the concepts of market power and price discrimination.

After completing this unit, you should be able to:
	Estimate Break even and Shut down costs and compare them to various prices that a perfectly competitive firm may face  

Recommend appropriate business decisions based on given price levels 
Explain the differences between monopolistic competition and perfect competition
Course outcomes practiced in this unit: 
BU224-4: Compare a firm’s behavior in various markets. 
BU224-5: Summarize government policy in correcting distortions to the private market outcomes. 


What do you have to do in this unit?
Complete the unit Reading.
Participate in Discussion Board.
Complete the unit Assignment.
Participate in Seminar or complete alternative assignment.
Review the Learning Activities.
	Seminar


Unit 7 Reading
Textbook Reading:   
Krugman, P. & Wells, R. (2012). Microeconomics. New York, NY: Worth Publishers.
	Chapter 12: "Perfect Competition and the Supply Curve"

Chapter 13: "Monopoly"
Reading Summary
Chapter 12 to explains the concept of perfect competition and the conditions that give rise to a perfectly competitive industry. They discuss how a price-taking producer identifies its profit- maximizing quantity of output, how to determine if a producer is profitable, and why an unprofitable producer may continue to operate in the short run. They also look at the behavior and different types of decisions perfectly competitive firms will make in the short run and in the long run. And finally, the authors examine the industry supply curve in both the short and long run.
Chapter 13 introduces the second of the four principal models of market structure: monopoly. It explains the significance of a monopoly and how monopolies determine their profit-maximizing output and price. It identifies the characteristics of a monopoly by looking at how it compares to a perfectly competitive market, as well as the effects of that comparison on society’s welfare. It explains why monopolies exist, why the government may want to regulate a monopolist, and how policy makers address the problems posed by monopolies. The chapter ends with a discussion of price discrimination and why it is so prevalent when producers have market power. 
Key Concepts
Perfect Competition and the Supply Curve ideas:
	The characteristics of a firm in a perfectly competitive industry.

The difference between the industry demand curve and the demand curve the individual firm faces.
The concept of average and marginal revenue and how this determines the profit maximizing level of output.
How a perfectly competitive firm can make economic profits and losses in the short run, but not in the long run.
When will a perfectly competitive firm continue to operate with a loss in the short run and how is this loss eliminated in the long run.
The firm’s individual supply curve and the industry’s short and long run supply curves.
Monopoly ideas: 
	The characteristics of a monopoly firm and how these differ from a perfectly competitive firm 

Why do monopolies exist—economies of scale, control of a scarce resource, technological superiority, or government- created barriers 
The fact the monopoly faces the entire downward sloping demand curve and how this impacts marginal revenue 
How a monopolist determines the level of output and price to maximize profits and why the monopoly can enjoy a long run profit 
Comparison between a monopoly and perfect competition regarding price and output and efficiency considerations (welfare loss)
The role of the government in dealing with monopolies—preventing monopolies from forming or through regulation 
The logic of price discrimination and the necessary conditions for a monopolist to discriminate 
Download the glossary terms for the following chapters:
Chapter 12 and 13


Download your Assignment instructions and grading rubric from Doc Sharing:
	BU224_Unit7_Assignment.docx

Before you submit your Assignment, you should save your work on your computer in a location and with a name that you will remember. Make sure your Assignment is in the appropriate format (Word®, Excel®, PowerPoint®, or other), then, when you are ready, you may submit on the Dropbox page.
Dropbox Directions:
Go to the Dropbox to submit the saved file.
	Click the "Dropbox" tab.

Click "Submit an Assignment".
Using the drop-down box, choose the Assignment. Make sure you have used the correct format (.doc).
Click "Add Attachments".
Click "Browse..."
	Go to the folder on your computer that contains your projects. Click on the correct document. The filename should now appear.


This week's Seminar will focus on the concepts and material presented in Unit 7.
The instructor will discuss the main concepts of the material in the chapter(s) assigned for this unit. Students are expected to have read the chapter(s) in the textbook and other material posted by the instructor in “Doc Sharing” or “Announcements.”
Unit 7 Alternative Assignment 
It is strongly suggested that you attend the graded Seminar at the regularly scheduled time. To obtain full credit, students should post frequently, be actively engaged in the Seminar, provide comments that improve the Seminar quality and advance the discussion by raising new issues and/or ideas. 
If you are unable to attend the Seminar, you must complete the following Assignment to obtain points for this part of the class.
 Write a 2–3 page paper that addresses the following:
	Discuss the characteristics of a perfectly competitive industry and give an example.

Explain the profit maximization condition for perfectly competitive firms. What should they do with production when MR > MC and when MR < MC?
Discuss the characteristics of a monopoly market and give an example.
Explain the profit maximization condition for a monopoly. How does it differ from a perfectly competitive firm?
What role does advertising play in firms that exist in a perfectly competitive industry? What role does advertising play for a monopolist?
Once completed submit your paper to the drop box for this unit.
Seminars are recorded and will be made available for everyone to review at a later time should you desire. These archived Seminars will remain available for the entire term.

