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a.) In Long run , when the price increase In short run
,
when the price increases

from P* to R
. Equilibrium will change from P

* to Pi
. Equilibrium will changefrom A to B which the firm will produce from A to B which the firm will produce

more from Q* to Q, and satisfies the less from Q* to Q
,
and satisfies the

equilibrium condition
. equilibrium condition .

1.) MRIQ
, ) =P,

= LRMC IQ
,)

2.) Slope MRIQ,
) < slope LRMC (Q,,

1.) MRIQz) =P, = SRMCIQ,)
2.) Slope MRIQd = 0L Slope SRMC I Qd

b.) Highlight in graph

C.) The profit in Long Run is bigger than profit in short Run because cost of production
in SR is more than in LR

.
Which in LR the firm can choose to produce at any level

of L and K but in SR the firm stuck with fixed cost
.


