





























































i.

In SR
,
there is fixed cost : capital Ck)

LR
,
K & L both are variable

cost
,

so firm can adjust

minimise cost

P
,

LR
>

SR
,

SR : P*= me QSRQLR

.
: produce at Q* & no profit

( normal profit ) LR :

p
*

= MC

"

.

-

. produce at
Q*

& no profit
( normal profit )

P = LRMC : LRAC : SRMC

= SRAC

after Pf

after Pt :

TR - P
,

P
,

profit
TC →

- - - - - -
- -
- - - - - - - - - -

LR
,

SR
,

QSRQLR

note : TR = P ✗ On

TC : ACXQ P 9 → Qt from Q* to QLR

IT : ( P - A-C) ✗ Q → profit increase :P > [RAC

pq → Qt from Q* to QSR
.
: excess profit

→ profit increase :P > SRAC but no long if new entry 9
,
P will drop to P* again

i. excess profit


