Running Head; Economics                                                                                                              1

Economics                                                                                                                                        2

[bookmark: _GoBack]





Economics
Institutional affiliation
Name of lecturer
Name of student
Submission date


Economics
b. False, horizontal mergers aim at reducing competition among companies and help the firms raise prices. Unhealthy competition in the market may affect the firm and lower its prices that may lower its profits. As such, firms form mergers to help firms to eliminate unhealthy competition and therefore increase the prices. In return, the formation of mergers increases prices and improves profits. Also, it helps the firms to increase efficiency. Mergers help firms to increase market share and help the firm to utilize economies of scale. As such, the firms can reduce costs of production due to increased economies of scale. This increases productivity in the industry and therefore improving the economy (Brekke et al., 2017).
c. True, resale price maintenance involves agreements between producers and sellers not to sell a product below a specified price (Yamey 2017).  This is a hard-core restriction with no efficiency justification as it does not promote competition in the market. Health competition influences innovation and the use of modern production that increases efficiency in the production of products. Resale price maintenance enables companies to be protective and thus do not employ better production methods to improve their products as there is no competition in the market. In return, efficiency is undermined, and thus the practice is a hard-core restriction that does not promote efficiency and therefore does not have efficiency justification. 
d. True, coordinated effects of a merger are less if the merger has gains in the markets share. If the firm can enjoy economies of scale due to involvement in a merger, it tends to reduce prices due to reduced cost of production. Firms form mergers to increase their market power and have better economies of scale, which lowers its combined effects such as increasing prices of products as the merger has managed to lower its cost of production (Porter 2020). As such, as the gains from the merger increases, the coordinated effects of the merger are also reduced. This enables consumers to access better products at better prices and ensures products are readily available to the consumers. 
e.  True, when firms in an industry make positive profits which are influenced by the number of goods supplied and sold in the market, the industry is bested described by Cournot competition. Cournot competition describes an industry by competition on goods produced independently with no influence from the other firm (Bimpikis et al., 2019). This enables the companies to increase profits without altering the prices of the products in the markets. As such, the companies are able to make profits because of the competition in production. The increased production is the leading force that increases profits rather than increasing prices of the products. 
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