HW#16

Suppose that the market is in a Long-Run equilibrium where the price is at P* and each firm
produces Q*. With the given SRMC; and SRAC; and LRMC and LRAC, the market price
increases from P* to P;,

a) Show how the firm will change its output in Short Run and Long Run.
b) Indicate the profit the firm receives in Short Run and Long Run.
c) Explain why the profit in Long Run is bigger than profit in Short Run.
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a) In stort vun, e firva will increane ok pud From @ o @5 ab MClas) = AR (as)
n |on3 Yum, tle fivrn will incresne output from @*toq ot LRMC(BL) = AR (Ay)

b) The firm in tle long vum receives move profit  whese in $o dnoct rum,

c) T fiem inthe |an3 Yum receives  bigger Pro-f-'\{'. o short rum becouse

in Ne short vum true is total Fixed cost that vedumces PrO'Fi‘L for drort Yum .



