1. Petrolane Propane and Suburban Propane effectively merged in Alaska.  As a result they had a market share at wholesale of 90 percent of propane delivered in the Anchorage area.

i. Would you expect Petrolane-Suburban to have market power?   What is the significance of the market share?  Be specific as to what facts are (or would be) significant in your evaluation and why.

Suburban-Petrolane was accused of illegal monopolization because of their “owner only” fill rule under which they would fill only tanks that they owned and leased to the customers.    

ii. Provide a monopolization and an efficiency explanation for such a rule and suggest “facts” that would distinguish between the alternative explanations.    

2.  Provide an economic explanation for each of the following:

iii. Chicken Delight required its franchisees to use its napkins, buckets and plastic eating utensils. Is this requirement efficient?

iv. McDonalds sells a full meal deal for less than the sum of the fries, drink and burger prices.

v. Jerrold Electronics started Community Cable TV Systems in the 50s.  Jerrold required its customers (typically municipalities) to use its reception equipment for the first year of the contract.  Is this requirement efficient?

vi.  A major university that charges tuition by the credit hour requires its students to purchase at least $1000 in on campus meals and it also prohibits independent booksellers from selling on campus.

