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Principles of Economics I - Classroom Experlment (9): Monopoly, Cartel, and Price Discrimination
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£ 3% ”3} #FE 4 o All students form 30 groups to participate. Each group draws a card in each round to determine
their role: If you draw a Joker (6 groups), you are a seller; otherwise you are a buyer (24 groups). Each group can be a
seller at most once; please re-draw if you drew a Joker twice.
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BB g 40T & - o Each buyer can buy one good per round. Your value for consuming the good depends on
your card (J=11, Q=12, K=13, A=1)—it is the “number on your card multiplied by 10 and plus 1.” For example, if your
card is “9 of Spades”, your value is $(9x10) + $1 = §91. Please store your card properly so no one can peek. Table 1 is
the market demand schedule.
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In each round, sellers can sell as many products as they want at a cost of $19 per unit. Please record your transactions
at the back of this instruction sheet. Each seller should post their prices on the blackboard and wait for buyers to come.
In the last round, buyers with red cards are students (the rest are non-students). The market demand of students and
non-students are shown in table 2 and 3, respectively. Seller can offer a special discount for students. Student buyers
receive a discount by showing their student ID (red card).

# — Table1: #r3 § 73t % @ &7 3 F & Distribution of Buyer Values--Entire Market

i # Price 101 91 81 71 61 51 41 31 21 11

Z & Quantity demanded 1 3 5 7 11 15 19 21 23 24
%= Table2 : & 4 ¥ % 7 & 37 4 Distribution of Buyer Values--Students

i # Price 101 91 81 71 61 51 41 31 21 11

Z $# Quantity demanded 0 0 0 0 2 4 7 9 11 12
. = Table3 : 4+ ¢ * L ¥ 5 7 &% 3% & Distribution of Buyer Values--Non Students

i # Price 101 91 81 71 61 51 41 31 21 11
Z £ Quantity demanded 1 3 5 7 9 11 12 12 12 12
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facing the market demand of table 1. Write down your selling price, expected quantity of sales (buyers will buy if
they gain at least $1) and your profit in the record sheet as a practice.
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Sellers first jointly determine quantity limits for each seller (Wthh are strictly enforced).
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Sellers first jointly determine quantity limits for each seller (which are not enforced).

% w4 Price Discrimination : £ 7= ¢ M} RF ZF 4§ o § RF A - LK TSI L HF L AL §
AL gl g e d P F Bcte 34 17 o Student buyers can receive a special discount. Sellers first jointly
determine student/non-student quantity limits for each seller (strictly enforced).
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agreements are not enforceable, but when quantity limits are enforced, sellers cannot change their posted prices.
When quantity limits are not enforceable, sellers can change their prices at will. They can even offer special prices
or secret discounts to specific buyers.
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Profit Calculation: After each round, please record your value (or cost), transaction price, and profit for this round.
Your grade for this experiment is total profit divided by 20.
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Bt B H-F 5% % &% Record Sheet for “Monopoly, Cartel, and Price Discrimination”
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Memo. Write “0” for student quantity limits when price discrimination is not allowed.)
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Principles of Economics I - Classroom Experiment (9): Monopoly, Cartel, and Price Discrimination

Wt P BF 5% BLR % 4% Observation Record Sheet for “Monopoly, Cartel, and Price Discrimination”
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Answer the following questions ¥ % T 71| i 4% :
1. Predict the average price of Round 1 (Enforceable Cartel).
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2. What are the actual prices that took place in Round 1 (Enforceable Cartel)?
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3. Predict the average price of Round 2 (Non-enforceable Cartel).
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4. What are the actual prices that took place in Round 2 (Non-enforceable Cartel)?
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5. Is Round 3 (Non-enforceable Cartel) different from Round2? % = w £§3% - w &£ B % - -5 ?

6. Predict the average price of Round 4 (Price Discrimination) for both students and non-students.
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7. What are the actual prices that took place in Round 2 (Non-enforceable Cartel)?
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8. How does Cartel enforceability affect bidding and prices? What about price discrimination?
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