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M --10,000 let Thailand = ✗ Px =3 , 000 Maldives = Y Pu
,

= 5,000

Max -11-1--11=101000--3.33 times • Budget lines
Px 3,000 10,000 73,000×+5,0004

MAX MD = BI = 10,000 = 2 times slope : 3,000 =3 = 0.6

PY 5,000 5,000 5

Decision
o
MU ✗

Mux compare utility per price Muy muy
= 1-2=0.5

Px Py

÷,, < 1-
Neo should go to Maldives because utility per unit

2.soo of price of Maldives greater than Thailand
MDN

2

7-Cz
BL
> THV13.3

Max 71-1--201000 = 6.666
. . .
times Icc : income demand

3,000 4 slope =x
MAX MD = 20,000=4 times 2

5,000 7-Cz
budget line ☐

' BATH >TH

20,000 73,000×-15,000 y 3.3 6.6

when budget increase the new optimal point is travel Maldives 4 times

Icc is the line that slope -

- d because It is virtual line
but if Maldives is on ✗- axis the slope will be 0 which is horizontal line
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,at = AT MPK 8

MPLat cost -minimization =
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r r

Gr = 24

r = 4 #

K

^ Isocost : -1C -- rktwl

k=¥Y
slope =

- F- = -I = - l
when the firm increase wage rate , which
mean the firm should hire less labor
from 1

,
to L
,
but K still the same
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When the government grants a lump sum subsidy ,
which mean the farmer

want to entering this market and competition in this market due to excess

profit . In the market side the supply curve shift from so to s, the price
decrease from P

,
to P
,
and Q

,
to Q

,
The equilibrium move from Eo to E

,

Hence
,
LRAC

,
move to LRAC

,
In LR

,
firms in perfect competition tend to

receive normal profit ,
and achieve the lowest point of the average cost

lump sum subsidy is one time fixed money , so it will not affect the variable
factors → LRMC does not change .

Farmer will not change the quantity because the MR and LRMC

are not change . To maximize profit is MR -- MC
. The excess profit is

pink area .

When new competitors enter to compete in this market
supply increase ,

market price decrease , profit decrease It will cause
zero economic profit . There won't be new competitors entering in this
firm anymore .
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10=100 - so, product cost = 100-5181
TR=P (a) • Q = 100 Q - SQ

?
= 100 -40

MR = DTR = 100 - IOQ
-

= 60
#dQ

Maximize profit MR=MC
100-7001=20

80=100,

8--0,
#

#

TVC = MC°Q

= 20° 8 = 760 $

Profit = TR -TC

= TR - ( TFC -1 TVC)
= 480-1160 -11601

= 160$
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firm 's rev
^ at MRP = MFC

MP . MR = 48

MRP-- MFC
MPL • 12=48

48 q Mfc MPL = 9

I i. s units of labor
! Yi

p
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Purchasing power decrease make
demand drop lead to reduction of quantity

P
, - - - - - -,

and price
pz - - -- -l 1

"
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product market

% When price drop , since MR=P
,
MR will drop

too
. Moreover

,
MRP _- MR - MP will shift from

MRP
,
to MRP

,
and make the labor units

I 1 MFC decline too
.
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Ans
.
not a market failure It is a normal mechanism of market

Ahs . Externalities , Negative externalities from third party

Ans
.
Moral hazard

,
The company bear the risk instead of Trinity .

Ans
.

Public goods ,
The earthquake alarming is benefit to everyone

Ans
.
Market power , Starbucks can set price higher than other for
the same product .


