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er education we observe big Universities with more than ten thousand
S Coexisting with smaller universities with a few thousand students and
colleges with barely a thousand. This indicates that scale economies are

‘ely important compared to other factors in shaping the structure of the
er education market.”

when production entails a fixed cost, competition can be such that the market
~ may end up as a monopoly.”

t in no more than ten lines (graphs, if any, excluded) while agreeing or disagreeing.
minutes; 6 points] Two firms, denoted 1 and 2, with constant marginal and average

of ¢; = 2 and c; = 4, respectively, compete in prices in a market whose demand equals

0—p. Fi 1 is considering an investment in R&D that would lower its marginal and
REOstto 1,1.e.,c; = 1.

Compute the direct effect in terms of profit of this investment.
npute the strategic effect in terms of profit of this investment.
is the maximum amount that firm 1 is willing to invest in this R&D project?

6 points] A car showroom sells a single luxury brand. Its monthly quantity
e price that it currently charges for each car, 2, equals 0 units with probability
bability %, and 2 units with probability §, i.e. :

0 with probability
1 with probability §






