
Wilf Csaplar Jr.       Economics 476            Homework #3                 Due Monday 10/2

Place your name on the back of this sheet of paper and nowhere else. Staple your answers on the
front of this sheet of paper.  Failure to follow these directions will cost you 10 points.  If you use
double-sided printing or print on the back of scrap paper, I will give you one additional point.

Show all work on all questions.

If I did my mathematics correctly, the Cournot Models should give nice numbers.  However, the
Von Stackelberg Models will never give nice numbers.

I1) (35 points) Suppose the industry demand is given by P = 50 - 2Q  and the i  firm’s total costth

i i ifunction is given by TC  = 2Q  + 2Q  + 10.  Find the Cournot Model’s equilibrium outputs, price,2

and profits.  Use what you just did find the Von Stackelberg Model’s equilibrium outputs, price,
and profits.

I2) (35 points) Suppose the industry demand is given by P = 55 - 3Q  and the i  firm’s total costth

i i ifunction is given by TC  = 2Q  + 3Q  + 17.  Find the Cournot Model’s equilibrium outputs, price,2

and profits.  Use what you just did find the Von Stackelberg Model’s equilibrium outputs, price,
and profits.

3) (30 points) Suppose your utility from burgers, tacos, and fried chicken for the month is given
by U(B, T, C) = B T C .  The price of burgers is $3/burger and it takes ½ hour to get there1/4 1/4 1/4

and back.  The price of a taco is $6/taco order and it takes 1 hour to get there and back.  The price
of chicken is $6/chicken order and it takes no time to get there.  Suppose you have $180 to spend
on food during the month and 16 hours to get the food during the month.  Find the amount of
each you would buy, the marginal utility of money, and the marginal utility of time.


