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a) the market price increase from
P# to Pa

short-Run
→ the firm will adjust its output to maximize profit
→

Equilibrium will change from A to B where the firm will produce more from Q* to Q, and satisfies the equilibrium the eq condition

1) MR (Qi) -- P, = MC (Qi)

2) slope MRCQe ) : o L slope MCCQ, )
-

some positive value

Longtin
→ as same scenario as short run to increase output

1) MR 1.0, ) : LRMCCQ.)

2) slope of MRCQi C slope of L RMC ( QO)

c) At the production at Qi , the LRAC is below SRAC so the profit of long run at Q, is more than short run . The long run at Q, is not profit maximization yet because MB # MC

so we move from Q, to Q2 to maximize the profit . Since at Q, long run profit is already more than short run profit , this bring the longer profit at Qz become further more

in short run in Q .
Therefore LR (Q2) 7 LR (Q ,) > SR(Qi) .


