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 Since NPV<0 do not invest. 

 

 (b) NPV = -313.28.  Since NPV<0 do not invest. 

 

 (c) NPV = -8082.10.  Since NPV<0 do not invest. 

 

  To solve for minimum salvage value S: 
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2. (a) Set AVC = P 
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 (b) Easiest to solve for (b) and (c) simultaneously. 

 

  Efficient outcome where P = MC. 
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3. See lecture notes and text. 

 

4. See lecture notes and text. 

 

5. (a) No.  See lecture notes and text. 

 (b) Second Best Pricing (aka Ramsey Pricing).  See lecture notes and text. 


