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1. Can you think of an example when your consumer surplus has increased as a result of a firm engaging in price discrimination? When has your consumer surplus been reduced as a result of price discrimination?
Price discrimination occurs when a firm offers a different price for different groups of people for an identical product or service for reasons that are not associated with the cost of supply or demand. Most organizations perform price discrimination to try and separate customer markets to increase profitability. This is because the organization must be operating in an imperfect competition that leads the price marker to be slopping downwardly in a demand curve. There exist three types of price discrimination. With first-degree discrimination, the seller charges the maximum possible price. With second-degree discrimination, discounts are offered for products or services bought in bulk or wholesale. With third-degree discrimination, prices are different for a different group of buyers depending on certain characteristics.
Moreover, market discrimination can either increase consumer surplus or reduced it. The consumer surplus is increased in cases of second-degree discrimination. For example, in the airline industry, travelers that buy the traveling tickets months in advance will pay less amount for the same ticket compared to those that purchase a few days before traveling or at the last minute. The ones that bought in advance will save the extra money compared to the last-minute buyers. Moreover, when the tickets are not selling well, the airline will reduce its price to increase sales while when the demand is high, the airline will increase the prices.
However, the consumer surplus is reduced in cases of first-degree and third-degree discrimination. For example, at a car dealership, the salesperson will start at the highest price possible and sell it at the highest price that the buyer is willing to pay. This leads to buyers purchasing at a higher price than the car was set for. Therefore, price discrimination is only useful to consumers when they buy in bulk or when a customer pays in advance. 
2. In the sequential games considered in chapter 13, there are several examples of firms reacting to the actions taken by their rivals. When might moving first in a sequential game be a disadvantage?
A sequential game in game theory is a game where a player chooses their actions or next move before the opponent chooses their move. The second player must have enough information concerning the first choice, otherwise the step taken by the second player would have no strategic effect. The first business in the market can make it difficult and costly for other businesses to penetrate the same market using similar products. Moreover, they can take advantage of the internal economies to increase the loyalty of their customers towards their brand and the company in general. Furthermore, the behavior of the customers can be habitual in a way that the buying patterns of customers can help a first-mover determine the interests of the consumers so that they can do them first. Generally, first-movers may have an advantage in the long run if their product development practices are effective.
 However, moving first may have a lot of disadvantages in game theory. For instance, moving first risks the chance of their products being copied. That is, the second player can observe your products, develop better improvements to them, and release a better version of a product that is better than the first seller's. Moreover, first-movers are often unprofitable. That is, the rate of failure is usually high since the sellers do not know whether they will gain market access and the rate of acceptability of their products. Furthermore, the employers from the first-movers may leave to set up a challenging brand in the same industry, taking the intellectual information of the business with them and acting as competition. Also, the second-movers can use the mistakes of the first-movers and learn from them, whether is in terms of planning, marketing strategies, or pricing. Moreover, the first-mover may fail to be the dominant force in the market after the competition enters the market taking the competitive advantage from them.











