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If Buyers cannot
tell the difference

P=pB, +(1-p)Bg
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A numerical example

Variable| Value
Sg $12,000
S, $6,000
B; | $14,000
BL $8,000
P 30%
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+ If buyers cannot

Variable] Val distinguish
arst i $12a,ou(fo P=pB, +(1-p)Bg
S, | $6,000 P =(0.3)(88,000) +
B, |$14,000 (0.7)(814,000)
B, $8,000 =
P 30% $12,200
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Variable| Value distinguish
Se | $12,000 P, =$14,000
S, | $6,000 P, =$8,000
B, |$14,000
B, | $8,000
P 30%
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\ * If buyers cannot
Vasble| Value distinguish
S\ | $12,000 P=pB, +(I-p)Bg;
S, \ $6:000 | P=(0.4)(88,000) +
Bg 14,000 (0.6)($14,000)
B_ ,000 =
p 40% $11,600
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The Tilting Point

P=pB, +(1-p)B

Variable| Value

S $12,000 $12,000 =
S, | $6,000 P($8,000)
B; | $14,000 +(1-p)(314,000)
B, $8,000
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Variabl Val distinguish
ariable alue
P=pB, +(1-p)B
S |$12,000 PB,+(1-p)Bg
S, | $6,000 P = (0.4)($8,000) +
B; |$14,000 (0.6)($14,000)
B, | $8,000 < =
> T 20% I $11,600
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The Tilting Point
! 1 = P=pBL +(1'P)BG
|Vao |
o 3 $12,000 =
- _ P(88,000)
B; |$14,000 + (1-p)(814,000)
B, $8,000
P
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A More General Model
Demand is a
function of price
and average
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The lower
the price the
greater the
quantity
demanded
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Tweaking the Model
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No Market Clearing Price

Multiple Equilibriums
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