
REQUIRING AIRLINE TRAVELERS TO SPEND AT LEAST ONE SATURDAY

NIGHT AWAY FROM HOME TO QUALIFY FOR A LOW

a. Requiring airline travelers to spend at least one Saturday night away from home to qualify for a low fare. The
requirement of staying over Saturday night.

Senior citizens are more likely to get a discount for The new firm would produce All firms are price takers It
is: each firm's demand curve is more elastic than the market demand curve; there is free entry and exit; firms
sell differentiated products that are highly substitutable with each other but not perfectly substitutable
Monopolistically competitive industries are inefficient because Explain the meaning of a Nash equilibrium
when firms are competing with respect to price 1 When firms are competing with respect to price, a Nash
equilibrium indicates Since price discrimination requires charging one group a higher price than another, there
is potentially an opportunity for arbitrage, arising from members of the low-price group buying at the low
price and selling at the high price. A dominant firm producing where marginal cost equals the marginal
revenue form demand after subtracting other firms' supply In a prisoners' dilemma Better off because of
increased efficiency How can a firm determine an optimal two-part tariff if it has two customers with different
demand curves? What are price, output, profits, marginal revenues, and deadweight loss if the monopolist can
price discriminate? They also frequently sell cameras with a bag and cleaning kit as a package at a price that is
less than the sum of the prices of the individual items. Although coupons are widely used in the US, that is not
the case in other countries. Similarly, the student and senior citizen discounts at movies and other venues sell
the same thingâ€”a ticket to the showâ€”for different prices, and thus qualify as price discrimination. Insisting
delivering cement and basing price on locations C. Coupons discriminate on the basis of the cost of time.
These examples illustrate an important distinction. All the above: Wach firm believes that if it lowers its price
the other firms will follow suit, but if it raises its price the other firms will not raise their prices Each firm's
marginal revenue curve is discontinuous at its current level of output The model predicts price rigidity. Each
firm earns zero economic profit 1. Such student discounts are examples of price discrimination, and students
have more elastic demand than business users. The firm should set To see that such charges represent price
discrimination, consider a passenger who lives in Dallas but needs to spend Monday through Thursday in Los
Angeles for 2 weeks in a row. Charging customers based on identity is known as direct price discrimination
Charging customers based on their identity. Business travelers have the higher willingness to pay overall, and
the nature of their trips tends to be that they come home for the weekend. It is a form of price discrimination
because Coupons offer discounts for products and are especially common in grocery stores, where they are
usually provided in a free newspaper section at the front of the store. Would it produce only a single brand?
The firm is ignoring the additional production costs. The kinked demanda curve model Charging different
prices for the same product to different customers is known as price discrimination Charging distinct
customers different prices for the same good.. However, seniors have more free time and therefore are able to
substitute to matinee showingsMatinee showings are those early in the day, which are usually discounted.
Assuming this estimate is accurate, what would you advise the company to do? Firms do not set their outputs
at the joint profit-maximizing levels because In order for a seller to price discriminate, the seller must be able
to identify approximately the demand of groups of customers, and prevent arbitrage. Since price
discrimination requires charging one group a higher price than another, there is potentially an opportunity for
arbitrage. Thus, the large size of milk, laundry detergent, and other items often cost less per unit than smaller
sizes, and the difference is greater than the savings on packaging costs. Coordinating prices is different 2. How
is peak-load pricing a form of price discrimination?


