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Utility maximisation: oléfine Nas the utility
( la) Maldives gained from travelling Thailand,

compare the relative price of Maldivc and
Thailand

Maldives Thailand
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I - Neo wih chose ta go to Maldive
for 2

times and Thailand for I time because it is the

oh 1g option that he can go to Maldives more than

Thailand .
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Consister 11,3 ) and 10,4)
,
let's compute TU :

( 1,3 ) = ' 1+(3×2)=7
-

.

. 10,4 ) gives him more wtilitythanll.br)

( 0,4 ) =) 0+(4×2)=8 .

'

. Hewitt travel Maldives Par le timer
and O times to Thailand .

i. Slope is nndefined because du :O . #



12 a) Marginal Rate of techniser subtitution
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When way in creuses to $4
,
the MRTS

will be

mrms >¥ -
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Compared to way rata of $3, MRTS
increased from 3 to I which means that the firm is likeI I

to hive less labour and Invest more in capital .
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( 3 a) profit maximisation

costl ne
revenue

,

The
Company will profit

- Ac
when production équilibrions
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Consister q , :

- ne CMR

- MR LAL → there is some profit
- Avc >mn → no ecohomz of scat

considére qz :

- MR _

-Mc

- MR ) AC → There is an economy of scak

- MR >AVC

eonsidur qz :

- MRLMC
p
start to dose

- MR L Al → diseconomz of scoute f more pppootnnitz cost

- Mp c Avc → more marginal cost

i. The quant its that manimize the profit is qz .
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( 3lb )

AC : 180
,
A FC : 60

,
P : MR > 150

TR -

_ MR -

q = 150×20=3,000
Avc = Al - AFL = 180 - bo = 120

Tl = TFC # TFC = AFC -

q + AVC
-

q

= q LA FC -t Avc )

= 20160 tllo )

= 3,600

IT : TR - TC = 3,000--3,600
= -600
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( 3L ) The firm tends ta minimise their less .

They will decied whether to story in the Industry or not

by Computing R scénarios : sti" prodncing at this rate

and prodncing notting .

The scenario with less 'oss is

the option that the firm chasse
.

Seen ce I : story producinz
Total variable cost = 120×20=2,400

Total fined cost = 60×20=1,200

Total cost : TVCTTFC : 3,600

Total revenue : 150×205-3000

profit = 3,000-3,600=-600 s lost 600

Seen ce I : stop production

Total variable cost = 120×0--0

Total F- ined cost = 1,200

Total cost = 0+1,200 = 1,200

Total revenue = 0

i. profit : O - 1,200=-1,200 → lost 1,200

- : continu ing production scenario Seen to minimize their loss
.

.

"

.

The firm should continue their production .#
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Compare 2 scenes : continue and stop production .
The less

lost occnr
,
the bretter option to chasse

.

I continued production I stop production .
! These 2 Scenes

TVL = 120×20=2,400 TVC : 120×0=0 arc eqnallg lost

÷::: | ÷:.". :c::Ï:÷:
"

TR = 120>20--2,400 tp : O factors e.g.
trend

T = 2,400-3,600=-1,200 T = 0-1,200=-1,200 and stimulus
. #
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Profit will be manimizcd when the marginal cat

équivalent to the marginal revenue
.
The green arca is the value

of the profit accusée for this firm


