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i e Is Ac at its minimum



Question 3

a) Calculate profit for each quantity

Quantity 0 2 2 3 4 5 6 7

Ans : The firm should produce 6 outputs

Profit ( $ ) - 8 - I 6 13 19 22 21 19 to maximize profit .

b) Marginal Rev. and Marginal cost . with Graph

020-2234567

MC 0 I 1 I 2 6 8 10

MR O 8 8 8 8 8 8 8

10 - •
MC

9 -

8_••••••g
MR

7 - I

l

b - •
1

I

5- 1

I

4- 1

,

3- I
1

2- •
1

I
1 - • • •

I

• I 1 1 I 1 I 1

I 2 3 4 5 6 7

Ans: The quantity that cross two graph is 6 Therefore , this answer relates

to answer on part (a) that at quantity 6 is the minimum profit for the firm

because

1 . MC is equal to MR

2. Slope of MC is greater than MR



C) Ans : This firm is in a competitive industry .
This firm isn't in the long-run equilibrium

because it has fixed costs
.

Question 7

a) Profit = ( Avg .
Rev . - Avg. Costs ) × Quantity

= ( 10 - 8 ) ✗ 100 units

Profit = 200 $

b) Marginal costs is equal to 10$ because in order to maximize profit MR.=AR=MC

C) Average variable cost = Total cost - Total fixed cost

Quantity

= 800--200 = 6 $
100

Average variable cost is equal to 6$

d) Ac will be at its minimum when AC equals to MC ,
but in this case

MC is 10$ and AC is 8$
.

So
,
Ac is not at its minimum

,
not efficient


