1. Explain why personalized pricing or first degree price discrimination is usually more profitable than menu price. Why, if this is the case, do companies use menu pricing?
 
2. Companies often sell multiple products (e.g., such as PepsiCo produces and sells both soft drinks and snack foods such as Fritos and Lays potato chips). Discuss at least two ways that this strategy can increase value. What dimension it add to pricing strategies?
 
3. You are the manager of Copies R Us (CRU). The only other copy store in the immediate area is Carbon Copy (CC). CC is considering buying a color copier and offering color copying services. If CC buys the color copier, its profits will increase by $1500 per year assuming CRU does not offer color copying services, while CRU’s profits will decline by $500 per year. If CRU also buys a color copier and offers color copying services, its profits will increase by $500 per year and CC’s profits also will increase by $500 per year. If CRU decides to buy a copier and CC does not, CRU’s profits will increase by $1500 per year and CC’s will fall by $500. 
 
a. Construct the strategic form payoff matrix assuming simultaneous move, non-repeated interaction.
b. Show the predicted outcome or equilibrium for this game.
c. Do either or both CC and CRU have dominant strategies? If so, what are they?
d. Construct a sequential, extensive form diagram assuming that CC moves first (Node 1) and CRU makes its decision after CC decides whether or not to buy the color copier. Does the outcome of this game change from the one you identified in part b?
 
4. Match the following statements with the four terms below. Explain your reasoning for matching the term with the statement.
 
Terms:
A. Adverse Selection
B. Agency problems
C. Bargaining Failure
D. Reputational Concerns
 
Statements:
I. A real estate agent hired by a family help them buy house is also the listing agent for the houses shown to the family.
II. A potential used car buyer is unwilling to purchase a vehicle from someone he or she does not know. 
III. A seller on eBay wants to make sure buyers are happy with their purchases.
IV. A person with a family history of heart failure applies for health insurance.
