
1. 9) IMRTSLKI = MPL = 6g = 0.75
MPK
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2.d)
K
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2.d) In short-run production , at least one of the factors is
fixed .

There is no change in scale of production .

In long-run production , it uses fluctuating variables ,
so there is change in scale of production .

3.91 °
MC Equilibrium quantity is

determined by choosing the pointMa=MC
Where MK=MC

,
it is also a

10=150

!
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MR Profit maximizing point

' At 91 : MR>me

919%-20 429 92 : MR< me

3. b) AVE ATC -AFC = 780-60=720
TK = 10.9 = 750×20--3,000

TC = TFCTTVC = 7,200+3,600=4,800
Profit = TA-TC = 3,000-4,800=-1,8004055 )

3.C) The firm incurs an economic loss , because the

price isgreater than AVC but less than ATC .

However
,
it can keep staying in the market and maximize

profit by producing quantity of the output that

equates MR&MC . The loss from production is less

than from not producing .



3.d) if 9=720 Av=AFC+AVC

Tk= 10,9=120×20--2,400 = 601-120

TC -4,800
-11--2,400-4,800=-2,400 ( Loss

)
=/ 80

cltievenue
me

Clreevenue
MC

i AC

780 - - - - - - -k AVC
yq ,

I AC

750 '
• AVC

120 - - - -
-
-

↑

? 120 .

"

utdown point
↓

9%-120
9 i g

AC >MGP > AVC
9%-720

least 1055
AC >Meet --AVC

shutdown

The change of the price directly affects profit

of the firm
.
At this point, the firm should consider

producing oitzerounitorshytdown because if

the firm keeps producing 9-19*9 itislikelytomeet
higher loss since there isnopartofthe revenue
that can Deysedforfixedcost .



4. a) dReVlhUl Lump-sum subsidy towers fixed
LRMC

WAAC, costs and makes ATC decreases

Lpjtcz
at each unit of quantity. This

causes LRAC to shift downward
.1L I AR

'

,
but the LAMC doesn't change

I ☒
because the firm won't change

QO the level of output.

4. b)

ctievenue The subsidy reduces the average
LAMM cost for the firm

,
this creates profits52

→ LRACzdndattractsnewfarmers.to enter
→ I AR market in short-run period . This will

I 0 shift market supply curvetothe right .
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QO



4.c)
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Profits in the rice market attract entry in the long run
.

As

more farmers enter
, the supply curve shifts rightward and the price

falls
. New farmers will enter as long as price exceed ATC curve .

Even though the output of individual farmer falls
,
there are now

more farmers causing output of rice rises to Qz.

5. 9) Cthulhu@ 0=60-0.601
Me
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da
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30-- A' = 6- 0.72A
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5. b) The condition of profit
[ / Revenue

me
= -1C

maximization is MH=MC
a,

= -11

The optimal units of houses is 150 6{É÷nx ◦emendprofit _- TR -TC
⇒011501-241750 ) !

me

= 617501=900 million baht # niro Q



P because average cost is declining , MC is
always below average cost . before the

µ,
sell at pm .

Ideal price is push down to P=Mc
.

Pr

However
,
it doesn't cover AC , so the firm must:*: ::::::::::::::::::◦Imc AA

set the price at Pr where A-Cand AR intersect .
Qm Qr Qc

6.9) P
In monopolistic competition the

MC equilibrium price exceeds marginal cost .deadweight
loss AC If output were expanded to the point

pmc - - - - - →↓ Where demand curve intersects MC curve
,

i o total surplus will be increased creating
i deadweight 1055

.
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Q
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6.DI Lerner 's index = D-MC / P = 50-70 = 0.8

50

6.c) Earning profit from setting ideal price sometimes
doesn't occurs because it depends on the price set .
If ideal price is below a verge cost , there's no profit
and the monopolist have to leave the market .

6.d) There's no deadweight loss because the monopolist will
definitely end up betting at least normal profit from setting
the Fair price .


