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Let us consider a duopoly with homogeneous products, where two competing firms pick price
(Bertrand duopoly) Suppose that Dogwood's marginal cost (MC)=$60 and Rose Petal's marginal
cost (MC)=$35. Assume firms can set prices such as $29.99. Which of the following is true if both
firms set a price as high as $80? A. This is not a Nash equilibrium because both firms will have an
incentive to charge a price slightly lower than $80. B. This is a Nash equilibrium because the
revenue collected by each firm is more than its fixed cost. C. This is a Nash equilibrium because
none of the firms will havisn incentive to charge a different price as profits will be maximized: D.
This is not a Nash equilibrium because the revenue collected by each firm is less than its variable
cost: Which of the following is true if both firms set a price equal to the lower marginal cost of $35
? A. This is a Nash equilibrium because costs are being mininized B. This is a Nash equilbrium
because none of the firms vill have an incentive to charge a different price as profits will be
maximized C. This is not a Nash equilibrium because Rose Petal would be losing monev and
could not afford to price atB. This is a Nash equilibrium because none of the firms will have an
incentive to charge a different price as profits will be maximized. C. This is not a Nash equilibrium
because Rose Petal would be losing money and could not afford to price at this level. D. This is
not a Nash equilibrium because DWwood would be losing money and could not afford to price at
this level. Which of the following is true if both firms set a price equal to their respective marginal
costs? A. This is a Nash equilibrium because costs are being minimized. B. This is a Nash
equilibrium because none of the firms will have an incentive to charge a different price as profits
will be maximized. C. This is not a Nash equilibrium because Rose Petal would be losing money
and could not afford to price at this level. D. This is not a Nash equilibrium because Dogwood
would not be able to sell any of the product since Rose Petal has a lower price. In the Nash
equilibrium and the price will be equal to 5.Read less
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	1. Let us consider  a duopoly with homogeneous products, where two competing firms pick price
(Bertrand duopoly) Suppose that Dogwood's marginal cost (MC)=$60 and Rose Petal's marginal
cost (MC)=$35. Assume firms can set prices such as $29.99. Which of the following is true if both
firms set a price as high as $80? A. This is not a Nash equilibrium because both firms will have an
incentive to charge a price slightly lower than $80. B. This is a Nash equilibrium because the
revenue collected by each firm is more than its fixed cost. C. This is a Nash equilibrium because
none of the firms will havisn incentive to charge a different price as profits will be maximized: D.
This is not a Nash equilibrium because the revenue collected by each firm is less than its variable
cost: Which of the following is true if both firms set a price equal to the lower marginal cost of $35
? A. This is a Nash equilibrium because costs are being mininized B. This is a Nash equilbrium
because none of the firms vill have an incentive to charge a different price as profits will be
maximized C. This is not a Nash equilibrium because Rose Petal would be losing monev and
could not afford to price atB. This is a Nash equilibrium because none of the firms will have an
incentive to charge a different price as profits will be maximized. C. This is not a Nash equilibrium
because Rose Petal would be losing money and could not afford to price at this level. D. This is
not a Nash equilibrium because DWwood would be losing money and could not afford to price at
this level. Which of the following is true if both firms set a price equal to their respective marginal
costs? A. This is a Nash equilibrium because costs are being minimized. B. This is a Nash
equilibrium because none of the firms will have an incentive to charge a different price as profits
will be maximized. C. This is not a Nash equilibrium because Rose Petal would be losing money
and could not afford to price at this level. D. This is not a Nash equilibrium because Dogwood
would not be able to sell any of the product since Rose Petal has a lower price. In the Nash
equilibrium and the price will be equal to 5
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