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9) Ahmpsumsubsidyonseherwill Shiftsupplyfromhtosz ,

the price willfall down to Pz qnd mqke the

LRACShittdownwardtoLRACzktmpsumsybsidyisonetime.fixedmoney aidisoitwill not

affect the vaviable factorg → LRMC does not changls

b) Fqrmerwillnotchangethequantityprodaed becquse the ทRand

LRMC arenotchanged.TO maximi20 profit ISWHh ทRะท6.

c) The excessprofit willencourage the newcompetitors toenter themarket.

Thesupplywill increase making pricedrop to the point whereis

hormql profit .
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7K 9) Maximum profitwhen MR ะ MC

100-100 ะ 20

Q ะ 8 units

andthisproductprแยะ เออ -5 (8) ะ 60 $

b) TVO ะ กายยะ 20×8=160 $

c) profit i H ะ TR - TC

= TR - (TfctTVC)
ะ 980-(160+160)
= 160 $



W

96 14โ
144 96

ใ8
192 72

240 98

288 29

MR

firms Rev. a) MRP ะ Mff

MP . MR = 48

MRP ะMfc
MPL ° 12 = 48

48 ฮุ MFC MPL = 4

I ะ
. 5 unitsof lqbor

I. MRP
:

> L

b) กู productmqrket qn
s

1ำ . . . . . . . -

, i i Mfc
Pz . . . _ _ -

- เ i l
'

. .
k i i

เ 1
l

,

l

I.i '
i MRM

i i D 1 '

i.ะ D 2 > a :
'

.

MRP2
y L

Q ม Qg Lz L1

purchasing Power decrease when priadropisince MR -

- PimR

make demand drop leadto willdroptoอ
. Moreovenmp = MRmP

reductioh of quantity and price will shiftfrom ทRM to MRPz andmake

the labor unitg dedine toอ .



9) Not 9 market failurf
ะ Itis 9 hermal mechanismofmavket

b) Externalitie}
ะ Negative externalitiestromthirdparty

c) Moral hazard
- -

i Thecompany beartherisk instedof Trinity

¢ 1 Publicgoods
i Theearthgyqkealarmingisbenetittoeveryone.CI
Market power

ะ Starbuckg can set price higherthan other for

thesame product


