HW#16

Suppose that the market is in a Long-Run equilibrium where the price is at P* and each firm
produces Q*. With the given SRM(C; and SRAC; and LRMC and LRAC, the market price
increases from P* to Py,

a) Show how the firm will change its output in Short Run and Long Run.

b) Indicate the profit the firm receives in Short Run and Long Run.

c¢) Explain why the profit in Long Run is bigger than profit in Short Run.

(Firm)

~

r

1) B:MR[CSRMC(&,) oo
2) Ay MR=0o< Alop BRM CCR )
T Lm’vj»ﬁum A2 MWW& o Qq e
1) B=MR s LRMCES,) onsf
2) WWR, 2 0< ’LZ‘V\LdJ'UaMCCQg)
b) Bl n Sho Runm iy v dhonded by T [p-SRACRY <
Protik i Lorg Rne Lo areon thoded 1T =[PHRACR) R,

~ Q
a) +w 3WM,7¢_MMW@TQ,MW L




) M'«MM?;Y,%TMM b> Niws o
prcfit v st R, .:J:F, ~SRAC ) X &,
< [P- LRACCRD = &
& [P —LrACC SIBNLISS
B ot nrguallty w B Sromonos
aRAC(E) PLRALCL).
T nind gty 5 i S A0
. W'\W al— &, %uj’”&
it ot & < W\T‘aj’_ L
&D[-LRACKQ‘,}-&,< (- LRACBD) S



