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D) In short-run production : when the wage increase.to/-alcostatleastonefactorofprodvotionisfixedalso increase
.
Forthefirmsto keep the same level

of output, firm will switch more to capital intensive .

lnlongrun production :
all factor of production can be adjusted
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3.a) P
4=20

MC

13=150

TR=P.Q= 150.20=3000

150 • P=AR=MR

Profit maximising condition :MC=MR

9
9*-20

3.b) 9*1=20 AVC : ATC - AFC = B) 120

TR : P - Q = 150.20=13/3000

TC : ATC - Q = 180-20=1/33600

IT : TR - TC = 3000-3600=-600

30 Firm should operate in least loss situation

Price is still more than Average variable cost.

Firm can use the differences to pay fixed cost

in short-run
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MC when the market price decrease

they# and profit will also decrease
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4 a) Subsidy would decrease TC → decrease in LRAC drops

in perfect competition , every seller is a price taker
Price will remain constant

. Making LRMC constant too .

SMC

LRAC '

p •

excess/ SAC ,
profit C •

413) Profit maximization condition is when F- LRMC

In this case
,
P and LRMC doesn't change ,

the optimal

quantity to maximize profit remains at Qo

lower LRAC '

,
SAC at Qo .

Excess profit is between [ P - C ]
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40

SMC
SMG LRAC '

p • SAC

excess/
Pi profit C •
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lnlongrun, supply in the market would increase

as excess profit encourage new seller to the market.

Increase in supply -

- priced -

- increase in optimal quantity to maximise profit.
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Demand is linear

MEAC MR = 2 times steeper
profit I

1 MR =p = 60 - 1. ZQ

I
,

MR D= F- AR
a

30 50 100

b) profit - maximizing MR=MC

60-1.20=24 P: 60 -0.61307

Q
#

= 30 = 42

IT :( P-C) ' Q = (42-24)-30=54014 THB

c)

60

1-
- -- - --q

24
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MEAC
Ideal price : F- MC

1

I

1
,

MR D= F- AR

Q
before intervention

Csi 1 PS : 2 CIT) DWL :3

Intervention removes After intervention

Deadweight loss to prevent cs : 11-2-13 Psi - DWL : -

HI to exploit customer.
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a) Q
#

= MR = LRMC

CS = I

DWL = 3

IT = 2

b) lerner 's index i = P- : 5° = 0.8
50

c) Ideal price : F- MC = $10 # → At Pi
,
firm experiencing loss PCLRAC

D) Fair price :P = LRAC = At Pf, there is no deadweight loss c normal profit)
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