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2. d) Short run is a period of time in which the quantity of at least one input is fixed and

other inputs can be varied but long run is a period of time that the quantities of all inputs

can be varied
.
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4. 2) LRAC is the average of total cost per one output . So
,
when the government grants a lump sum

subsidy to every farmer the LRAC will be increase but do not affect the LRMC .

4.b) The lump sum subsidy will change the quantity

p
LRMC

LRAC2

Pz - -
-

-
-•

,

LRAC
,

I
pt - -

- - →

,

I :

g.
*

q
,

q

4. C) This Excess profit will affect the market price in the long run by increasing supply , so the price in

market will be decrease .
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i. The intervention prevent HL to receive too much

50 too money and remove DWL .
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6. d) MR = LRMC Cs = -1 DWL =3 (pic) = 2
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b. c) Monopoly loss profit because FCLRAC

b. d) No because the firm is at normal profit .


