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

i 8 16
Quantity 0+ 1 14 21 32 4 b 5 6 7
-~ /N _
Total cost 87 C 97 107 117 > 13 19 27 37
Total revenue $0 8 16 24 32, 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 (a)?

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?

5 From |Totel Probit = Total Revenwe -Totsl Cost

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

Total Rotit = - -4 b 3 19 29 249 19

To waxvize the prokd, the fem should produce S or b units because the protit
eqals to 21, tme highest proft dhat the firm cowld earn according to his able. 4

b)

Quantity o+ 1 2 32 46 5¢¢ 6 10 7
\ VR VAR N\ ~ — ~
Total cost $8 9 10 11 13 19 27 37

Total revenue $0 ) 8 s 16 e 24 \/32 \/40\_; 48 -y 56
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*. Rpriing fo The graph, Mangiva) cost ond wmﬂ‘ma\ revowie Cross at a quwiity
between & avd b units . T4 does velate o e avewer in port (3 ol the odit is
maxiwized whem Merg'\m\ cost eyuals Yo margi nal revevue . ¥

) This firm is in 2 compelitive industry since the marpinal vevewue is the same for each quantity
However, the 'mdushﬂ is not i a lma -Yun ecwi\ibrhm because onﬁ* is posiﬁve X

7. A profit-maximizing firm in a competitive market is currently producing 100 units of output. It has
average revenue of $10, average total cost of $8, 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?
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i.2. Tz AC ok U amrvvurmsn.

a) Prokit = Total Revenue - Total Cost

+Find TR fom AR ;  AR: TR

a
10 = TR 5 - TR= 100100 -'
100

*Fnd TC fom ATC ; ATC: TC

Q
8= 16 » - TC=QC1(1))=
100

Pott = TR -TC = 1000 - %0 = $ 200 P

o)  Mrginal cost = Merginal Revenue (e prokt is raximized )
And ngina\ revewse * Avevoye revenue i comPaHHva warkot

Margive] cost fiverage vevenue $ 10 ¥



C) |Aversge \Bvisble Cost < Average fotal cost - Pverage Fixed cost

+Fnd ATC fom TC ; ATC =TC

Qa
ATC = 800 :($s
100 .
* Fnd AFC fom FC | APC = FC . w00 @
o 10

Average Vavisble Cost = 4¢ -42 = 3% &

d) Efficewt scale of poduckm ocurs when |[AC =MC|[ ., Wheveas, MC is $10 and

Ao is § ¢, Pom previons Caloulstion. %0, the eticien) xale of the Fim is \as tham
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