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Perfect substitution

MUM = 2 MUT M -- Maldives

T - Thailand

1. a Neo 's budget -
- 10000 Mptmm = MIT

PT

Thailand 3000

Maldives
Maldives sooo

Neo will choose to travel to Maldives 2 times from

his budget. As the utility that he will receive from

↳ travelling to Maldives 2 times
.

inn.@

3

1 . Neo must choose to travel to Maldives at times

as all the money would be pended ."t
.
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2. b price of the labour increase so people will

buy less labour and it is substitution
- mean that people will buy more capital .
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- Market price 150 baht

3. a Profit maximizing when MC -- MR
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Marginal cost is 150 baht .
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3.b Quantity : 20

ATC = 180 ATC = AVC t AFC

AFC = 60 AVC = 180 - 60

AVC ? = 120

Total revenue ? Average variable cost is 120 baht .

Total cost ? Total revenue = 150×20

Total profit ? = 3000

Total cost = 180×20

= 3600

Total profit = - 600

3. 0 Yes
,
they should stay in the market in the short run

.

As they will Still have 30 baht left after paying the fixed cost
.

If the firm coritinue their production would create a lost of 600 .

In other hand
,
if the firm shut down they will have to pay fixed cost 1200 (60×20)

Therefore the firm should stay in the market in short run .
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4. a) Total revenue = Price x Quantity
TR e Q ( 60 - 0.6 Q ) = 60A - 0.605

p -- 60 -0.6A b data = so - i.za = MR

0=60-0.6 Q
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0.6 MR . 60 - 1.2A

Q - 100 O e 60 - 1.2 Q

Q = SO

4.b) IT ' TR- TC
= CPXQ )

- (Atx Q )

> (48-24)/307=720
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Nash equilibrium (4,37
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