HW#11 Due November 24, 2020

3. Consider total cost and total revenue given in the following table:

Quantity 0 1 2 3 4
Total cost $8 9 10 11 13
Total revenue $0 8 16 24 32
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5 6 7
19 27 37
40 48 56

a. Calculate profit for each quantity. How much should the firm produce to maximize profit?

b. Calculate marginal revenue and marginal cost for each quantity. Graph them. (Hint: Put the points

between whole numbers. For example, the marginal cost between 2 and 3 should be graphed at

21/5.) At what quantity do these curves cross? How does this relate to your answer to part (2)?

c. Can you tell whether this firm is in a competitive industry? If so, can you tell whether the industry

is in a long-run equilibrium?

Q

7. A proﬁt-maximizingAgl\rm in a competitive market is currently prodrgging 100 units of output. It has

average revenue of $10, average total cost of @é:, and fixed cost of $200.

a. What is its profit?
b. What is its marginal cost?

c. What is its average variable cost?

d. Is the efficient scale of the firm more than, less than, or exactly 100 units?

e N . (?
i.2. Tg AC ok Us arvrurn



0)

by

@ = Th® - TCQ Thamonpat Sodsai
0 5 M@y = 0-¢ =g 5464‘412774

Q=1 ; W@ = g-9 = -1

Q=2 ; W@ =160 =

Q=2 ; @) =2m-1n = n

Q=4 ; @) =m-1n = 1

Q=5 ; @) =40-19 - 0

Q=t 5 W@ = 4629 0

Q=2 5 @) = %-17: qa
oo A Eiew should  pradduce 5 or ¢ wits  Fo maximize ]wo-l\'l.

P

194 MR@) :TR'"Q)= 3-0 -

CE m( mC @) =TCRY B

% / MR = AR =P,

¢!

¢

9 L

—Q

nne Cuarves Cross bcjfween uuc %uanl-ilaf of- s g ¢ |w|nich is ”ne same as ?qv\- a)

C)~ﬂu‘s \eiwu iy in co'ufe}-'kve ivm‘udlﬁ’ becuase  theve is Yhe same mar‘()iml reveues o.’ramf

n‘mmhlc’.



@ =« TL@: ACer T

TR@Q* : AR@» Q"

$ (100) = 10 Qoo
= 400 = 100
ok
m (@) - TR -TC @™
1000 - %00

200
Pro(!i} v $1200

b) Ty dhoMd-run = MR = AR 5 MR :

Al Q¢ MR- mC
10 = MC
Mo\rginal cos‘ is $10
) AFC = TEC
Q
= 200
100
)
AC - AFC «AVC
$ z 2 +AVC
AVE = ¢-9
AVC =

. avtvage \mv.’aue cost is $o

o{) minimum AL is ot AC = m(
AC=¢  MC =10

Thamonpat Sodsai
6404641224

2 AC « mc

H\e eN-'icieni' seale o!— qu \e{rM 1 |ess Hmw 00 uv\'l\rs



