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c) Because ,
in Short Run

,
there is always a total fixed cost (TFC )b) At first

,
the equilibrium of profit is short M" is

" "

may gauge, spy, to always be higher
than LRAC While the

where 1) SRMyoil = Df and

2) Slope of SRMC,lQ*l > slope of Df firms are producing goods
At F

g
ITIQ

"
I = TRI OF ) - tola't ) = 0 and at Q, MRCQ, ) > LRMC / Q1)

i. The equilibrium is at Break-even price profit is maximized at Q,
where MRIQ" = "M""

The equibriun of profit in long Run is at F and slope of MRIQD < slope of MCIQ4

Where 1) LRMCC I = Dt
go ,

Lp profit at Q, > LR profit
at Qi >SR profit at Q1

2) slope of LRMC 10,7 > Slope of Df

At F
g
ITIQ

"
I = TRI OF ) - To lot 1--0

i. The equilibrium is at shut - down price

After price increases to P, ,
the eqi . of profit in

short run is at E

where 1) SRmya,) = MR , 10111 and

2) Slope of SRM40,, ) > slope
of MRIQ,)

.

-

.

The profit and production increase
from Q* to Qi

at E

The eqi . of profit in long Run is at G

Where 1) LRMCCQ,) = MR , (Qd
and

2) slope of LRMC 10,21> slope of MR , 10121

i. The profit the firm got is excess profit
and

production increases to Qz at
G


