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Chuong 1. Loi nhuan Kinh té va tw duy cin bién trong quyét
dinh quﬁn l)” — Chapter 1. Economic Profit and Marginal Thinking in

Management Decisions

Muc tiéu chwong — Chapter objectives

« Phan biét dugc lgi nhuan ké toan véi loi nhuan kinh té, va nhan ra chi phi co hoi ciing
chi phi chim trong mét tinh huéng kinh doanh cu thé
Tell accounting profit from economic profit, and spot opportunity costs and sunk costs in a
real business situation

* Tinh dugc san luong hoa von, san lugng dat loi nhuan muc tiéu va ap dung quy tac
doanh thu can bién béng chi phi can bién dé chon murc san lugng
Calculate the break-even quantity and the quantity for a target profit, and apply the marginal
revenue equals marginal cost rule to choose an output level

« Quy dong tién twong lai vé hién gia va dung gia tri hién tai rong dé quyét dinh nhan
hay bo mot du an dau tu
Discount future cash flows to present value and use net present value to accept or reject an
investment project

1.1. Kinh té hoc quan ly giiip nha quéan 1y quyét dinh nhirng gi — 1.1. What

Managerial Economics Helps Managers Decide

M&i ngdy, cht quan phd, giam doc nha may hay trudong phong & mot so déu phai chon:
lam viéc nay hay viéc kia, lam nhiéu hay it. Kinh té hoc quan 1y 1a mén dung 1y thuyét
kinh té dé nhiing lua chon dé c6 1y 18 16 rang. Mon nay khong day mot nghé cu thé. No
day cach dat céai duoc va cai mét 1én cung mot can. Tién, thoi gian, nguodi va may moc
déu co han, nén quyét dinh nao cling 1a mot cudc chon.

Every day, the owner of a noodle shop, a factory director, or a department head in a government
office has to choose: do this or that, do more or less. Managerial economics uses economic
theory to give those choices clear reasoning. It does not teach a particular trade. It teaches you
to put gains and losses on the same scale. Money, time, people, and machines are limited, so
every decision is a choice.

Bon loai quyét dinh hay gip — Four common types of decisions
« San xuat bao nhiéu: mot xudng banh phai quyét dinh nudng 500 hay 800 chiéc mdi
ngay. Nudng thira thi bo phi, nudng thiéu thi mét khach.
How much to produce: a bakery has to decide whether to bake 500 or 800 loaves a day. Too
many go to waste, too few lose customers.

« Ban gi4 ndo: tang gi4 thi mdi chiéc 13i hon, nhung khach mua it di. Phai biét mirc nao
cho két qua tot nhat.
What price to charge: a higher price earns more per item but sells fewer. You need to find
the price that gives the best result.

* Thué bao nhi€u nguoi: thém mot nhan vién lam tang san lugng, nhung cling tang chi
phi lvong. Can so hai phan nay véi nhau.
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How many people to hire: one more employee raises output but also raises the wage bill. You
have to compare the two.

« C6 vao thi truong méi khong: mé chi nhanh & thanh phd khac hay ban thém dong san
pham méi déu ton vén, ma két qua chua chac chan.
Whether to enter a new market: opening a branch in another city or adding a new product
line costs capital, and the outcome is uncertain.
Bdn cdu hoi ndy ndi voi nhau. Gid cao thi ban it, ban it thi can san xudt it va thué it
nguoi. Vi vay nha quan 1y gioi khong tra 101 ting cau riéng 1é ma nhin ca chudi.
These four questions are linked. A higher price means fewer sales, fewer sales mean less

production and fewer workers. A good manager does not answer each one in isolation but looks
at the whole chain.

Duing cho ca t6 chire phi lgi nhuén va co quan nha nwéc — It also works for nonprofits
and government agencies

Ban dé nghi moén nay chi danh cho doanh nghiép kiém 16i. Thyc ra moi to chirc tao ra
hang héa hoic dich vu cho ngudi khac déu phai phan bd nguén luc khan hiém. Muyc tiéu
c6 thé khac nhau, nhung cach suy nghi thi giong nhau.

You might assume this subject is only for companies chasing profit. In fact, any organization that

provides goods or services to others has to allocate scarce resources. The goals may differ, but
the way of thinking is the same.

« Quy tir thién c6 ngan sach c¢b dinh. Cau hoi cua ho 13 phat bao nhiéu sut an, & khu
nao, dé gitup duoc nhiéu ngudi nhat.
A charity has a fixed budget. Its question is how many meals to hand out, and where, to help
as many people as possible.

* Mot bénh vién cong phai chon mua thém may xét nghi¢ém hay mé thém gio kham. Do
bang s6 bénh nhan dugc phyc vu trén mdi déng chi ra.
A public hospital must choose between buying another lab machine and extending clinic
hours. The measure is patients served per dong spent.

« Co quan quan 1y nha nuéc ding ciing cong cu dé xem mot quy dinh méi anh hudng
thé nao dén hanh vi cia doanh nghiép, rdi méi quyét dinh ban hanh hay khong.
A government regulator uses the same tools to see how a new rule would change firms'
behavior before deciding whether to issue it.

Vi du: quan ca phé quyét dinh gid' mé civa — Example: a café decides its opening hours
Quan cua ban dang dong cira lic 19 gio. Ban can nhic md thém 2 gid budi toi. Ta lam
theo tung budc:
Your café closes at 7 p.m. You are thinking about opening 2 more hours in the evening. Work
through it step by step:
1. Néu rd hai phuong an: dong cira lac 19 gid hay mé dén 21 gio.
State the two options clearly: close at 7 p.m., or stay open until 9 p.m.
2. Uéc tinh doanh thu tang thém. Gia st mdi tdi ban thém 30 ly, gia 40.000 dong mot ly:
30 x 40.000 = 1.200.000 déng.
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Estimate the extra revenue. Suppose you sell 30 more cups each evening at 40,000 dong: 30
X 40,000 = 1,200,000 dong.

3. Liét ké chi phi chi phét sinh néu mé thém: nguyén liéu 16.000 dong mét ly, tic 30 x
16.000 = 480.000 d6ng; luong mot nhan vién 2 gio, tirc 2 x 35.000 = 70.000 dong;
dién nudc thém 50.000 dong. Tong: 480.000 + 70.000 + 50.000 = 600.000 dong.
List the costs that appear only if you stay open. ingredients at 16,000 dong a cup, so 30

16,000 = 480,000 dong; one employee for 2 hours, so 2 % 35,000 = 70,000 dong, extra
utilities of 50,000 dong. Total: 480,000 + 70,000 + 50,000 = 600,000 dong.

4. B6 qua khoan khong ddi theo quyét dinh. Tién thué mat bang 15 triéu dong mot thang
ban tra du mé hay dong, nén khdng dua vao phép so sanh.
Leave out anything that does not change with the decision. The 15 million dong monthly rent
is paid either way, so it stays out of the comparison.

5. Léy doanh thu thém trtr chi phi thém: 1.200.000 — 600.000 = 600.000 dé)ng. Két qua
duong thi m¢, am thi dong.
Subtract extra cost from extra revenue: 1,200,000 — 600,000 = 600,000 dong. A positive
result means open; a negative one means stay closed.

Vi DU/ EXAMPLE — Két luan: nén mé thém, 13i thém 600.000 dong mdi t6i, tirc 600.000 x
30 = 18.000.000 dong mot thang. Thir lai v6i truong hop xau: chi ban 15 ly thi doanh thu
thém 1a 600.000, chi phi thém 1a 15 x 16.000 + 70.000 + 50.000 = 360.000, 1ai thém 240.000
ddng, van duong. Moi ly 13i 40.000 — 16.000 = 24.000 ddng, con chi phi c¢b dinh thém
120.000 ddng, nén chi can ban 120.000 + 24.000 = 5 ly 14 hoa.

Conclusion: stay open, earning an extra 600,000 dong per evening, or 600,000 % 30 = 18,000,000
dong a month. Test a bad case: with only 15 cups, extra revenue is 600,000 and extra cost is 15 X
16,000 + 70,000 + 50,000 = 360,000, leaving 240,000 dong, still positive. Each cup earns 40,000 —
16,000 = 24,000 dong and the fixed extra cost is 120,000 dong, so you break even at 120,000
24,000 = 5 cups.

LOI HAY GAP / COMMON MISTAKE — Pua ca tién thué mit bang vao phép tinh roi két
luan "mo thém gio thi 16". Khoan d6 khong ddi theo quyét dinh nén khong duge tinh. Loi thir
hai: chi nhin doanh thu ma quén chi phi nguyén li¢u va luong.

Putting the full rent into the calculation and concluding that longer hours lose money. That cost does
not change with the decision, so it must stay out. A second slip is looking only at revenue and
forgetting ingredients and wages.

PHAI THUQC / MEMORISE — Moi quyét dinh quan 1y 1a mot Iya chon trong diéu kién
ngudn luc ¢6 han. Cach so sanh 1a dit phan dugc thém canh phan mét thém. Cong cu nay
dung dugc cho doanh nghiép, t6 chirc phi loi nhuan va co quan nha nudc.

Every managerial decision is a choice under limited resources. The method is to set what you gain
beside what you give up. The tools apply to businesses, nonprofits, and government agencies.

1.2. Muc tiéu ciia doanh nghiép va mau thuin chii sé hitu — nguoi quan ly -
1.2. Business Objectives and the Owner—Manager Conflict

Muc tiéu quen thudc nhét ctua doanh nghiép 1a t6i da loi nhuan. Hinh dung chi mét quan
ca phé: mdi quyét dinh vé gia, gid md cira hay s6 nhan vién déu duoc chon sao cho tién
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thu vé trir tién chi ra 16n nhat. Loi nhuan & day 1a loi nhuan kinh té, da tinh ca chi phi co
hoi (muc 1.4).

The most familiar goal of a firm is profit maximization. Picture the owner of a coffee shop: every
choice about price, opening hours or staffing is made so that money coming in minus money
going out is as large as possible. Profit here means economic profit, which already counts
opportunity cost (Section 1.4).

Céch nhin nay c6 mot diém yéu: n6 chi xét mot ky. Mot quan cat hét chi phi bao tri thi
nam nay li cao, nhung may moc hong dan va khach bo di. Vi vay 1y thuyét thuong dung
muc tiéu rong hon 13 tdi da gia tri doanh nghiép.

This view has a weakness: it looks at one period only. A shop that cuts all maintenance gets a

high profit this year, but the equipment decays and customers leave. So theory usually uses a
broader goal: maximizing the value of the firm.

Gia tri doanh nghié¢p 1a hién gia cua toan b l¢gi nhuén ky vong trong tuong lai. Hi¢n gia
1a sb tién hom nay twong dwong véi mot khoan tién nhan vé sau, vi tién nhan sém c6 thé
dem di sinh 101 (muc 1.8 giai thich k¥). Vi du: chi nhanh 13i déu 100 triéu dong mdi nim
mai mai, ty 1& chiét khau 10% mot nam, thi gia tri 1a 100 = 0,10 = 1.000 triéu dong. Lai
cao nhung rui ro 16n hodc ngan ngii thi gia tri van thap.

Firm value is the present value of all expected future profits. Present value is the amount today
that equals a sum received later, because money received early can be invested (Section 1.8
explains it fully). Example: a branch earns a steady 100 million dong a year forever, with a 10%
vearly discount rate, so its value is 100 ~ 0.10 = 1,000 million dong. High profit that is very
risky or short-lived still gives a low value.

Muc tiéu thay thé: doanh thu va thi phan — Alternative goals: revenue and market share

Nhiéu nha quan 1y lai chay theo doanh thu hodc thi phan, tirc phan trim tong doanh s6
ctia thi trudng ma cong ty nam. Ly do d& hiéu: hai con s6 nay d& do, d& khoe, va cong ty
16n thi quan 1y c6 uy tin, luong cao hon.

Many managers chase revenue or market share instead, meaning the percentage of the market's

total sales that the firm holds. The reasons are easy to see: both numbers are simple to measure
and to show off; and a bigger firm brings the manager prestige and a higher salary.

Hai muc tiéu nay do6i khi hop 1y. Mot cong ty méi giam gia dé chiém thi phan, rdi thu 1oi
khi khach da quen thuong hiéu, thi thuc chat van dang t6i da gia tri dai han. Nhung néu
doanh thu tdng ma chi phi tang nhanh hon, lgi nhuén giam.

These goals are sometimes sensible. A new firm that cuts prices to win share, then earns profit

once customers know the brand, is still maximizing long-run value. But if revenue rises while
cost rises faster, profit falls.

Vin dé ngwoi dai dién — The principal-agent problem
Cong ty nho thi chu ty diéu hanh. Cong ty 16n thi chii thué ngudi quan ly. Chu goi 1a

nguoi Gy quyén, ngudi dugce thué goi 1a ngudi dai dién. Van dé phat sinh khi hai bén
muén hai thtr khac nhau va chu khong thé theo ddi moi viéc nguoi kia lam.
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A small firm is run by its owner. A larger one hires a manager. The owner is called the principal
and the hired person the agent. The problem appears when the two want different things and the
owner cannot watch everything the agent does.

Chu mudn loi nhuan. Ngudi quan 1y ¢6 thé mudn doanh sé 16n, van phong dep, it viéc
kho, hodc tranh rii ro dé giit ghé. Chu biét it hon vé thi truong va nd lyc that ciia ngudi
quan ly. Pay la thong tin bat cin xtng, tirc mot bén biét nhiéu hon bén kia (muc 10.3 s&
di sau).

The owner wants profit. The manager may want big sales, a nice office, an easy life, or low risk
to keep the job. The owner knows less about the market and about the manager's real effort. This
is asymmetric information, meaning one side knows more than the other (Section 10.3 goes
deeper).

Vi DU / EXAMPLE — Chii chudi cira hang thué mot giam ddc chi nhanh, thuong 2% doanh
thu. Phuong an A: gia 100 nghin ddng, ban 1.000 san pham, chi phi 70 nghin ddng mdi san
phém. Doanh thu 100 tri€u, chi phi 70 tri€u, lgi nhuan 30 tri¢u, thuéng 2 tri¢u. Phuong an B:
giam gia con 75 nghin, ban 1.600 san pham. Doanh thu 120 tri¢u, chi phi 1.600 x 70 nghin =
112 tri¢u, lgi nhuan 8 tri¢u, thuong 2.4 tri¢u. Giam dbc chon B vi thuong cao hon. Chu mét
22 triéu loi nhuén dé ddi 1dy 0,4 triéu tién thudng thém cho nguoi quan 1y.

The owner of a store chain hires a branch manager with a bonus of 2% of revenue. Plan A: price 100
thousand dong, sell 1,000 units, cost 70 thousand per unit. Revenue 100 million, cost 70 million, profit
30 million, bonus 2 million. Plan B: cut the price to 75 thousand and sell 1,600 units. Revenue 120
million, cost 1,600 % 70 thousand = 112 million, profit 8 million, bonus 2.4 million. The manager
picks B because the bonus is higher. The owner gives up 22 million in profit to pay the manager 0.4
million more in bonus.

Gin lwong thudng voi két qua — Tying pay to results
Céch chira 1a thiét ké hop dong dé diéu ngudi quan Iy mudn tring véi diéu chit mudn.
Lam theo cac budc sau:

The remedy is a contract that makes what the manager wants match what the owner wants.
Follow these steps:

1. X4c dinh diéu chtt muén tdi da: 1gi nhuan, hodc gia tri cong ty.
Decide what the owner wants maximized: profit, or firm value.

2. Chon thudc do gan nhat v6i muc tiéu d6 va ngudi quan 1y tac dong duoc.
Pick the measure closest to that goal that the manager can influence.

3. Pat luong cb dinh du dé giit ngudi, cong phan thudng tinh theo thude do & budc 2.
Set a fixed salary large enough to keep the person, plus a bonus based on the measure from
step 2.

4. Kiém tra lai bang sd: v6i mdi phuong an, tinh thudéng va xem ngudi quan 1y chon
phuong an nao.
Check with numbers: for each option, compute the bonus and see which option the manager
picks.

Vi DU / EXAMPLE — D6i sang thuong 20% loi nhuén. Phuong an A cho thudng 20% x 30
= 6 tri¢u, phuong an B cho 20% x 8 = 1,6 triéu. Gidm ddc chon A, dang ¥ chu. Chu con 30 —
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6 = 24 triéu.
Switch to a bonus of 20% of profit. Plan A pays 20% * 30 = 6 million, Plan B pays 20% % 8 = 1.6
million. The manager picks A, which is what the owner wants. The owner keeps 30 — 6 = 24 million.

Ngoai thuéng lgi nhuan, chi con dung ¢6 phiéu hodc quyén chon mua cb phiéu dé nguoi
quan 1y quan tim dén gia tri dai han, ciing v6i kiém toan va bao céo dinh ky dé giam sat.
Besides profit bonuses, owners use shares or stock options so the manager cares about long-run
value, together with audits and regular reports for monitoring.

LOI HAY GAP / COMMON MISTAKE — Thudng theo thudc do sai s& nhan hanh vi sai:
thuong theo doanh thu thi duoc giam gia siu. Thudng theo loi nhudn nim nay thi dé bj cét
bao tri va dao tao. Ciing ding nham: tdi da loi nhuan khong c6 nghia 1a ting gia bat ké, ma la
chon mirc ma hiéu s6 doanh thu trir chi phi 16n nhat.

A bonus on the wrong measure produces the wrong behavior: pay on revenue and you get deep
discounts. Pay on this year's profit and maintenance and training get cut. Also, maximizing profit does
not mean raising prices without limit, but choosing the level where revenue minus cost is largest.

PHAI THUQC / MEMORISE — Ngudi oty quyén 1a chii, nguoi dai dién 1 nguoi dugc thué.
Vén dé nguoi dai dién xdy ra khi muyc ti€u hai bén 1éch nhau va chu khong giam sat dugc hét.
Céch chita chinh: gin thuéng véi lgi nhuan hodc gia tri cong ty.

The principal is the owner and the agent is the hired person. The agency problem arises when the two
sides' goals differ and the owner cannot monitor everything. The main remedy is to tie pay to profit or
firm value.

1.3. Chi phi co hoi va chi phi chim - 1.3. Opportunity Cost and Sunk Cost

Chi phi co hoi 1a gi4 tri cia phuong 4n t6t nhat ma ban bo qua khi chon mot phuong an
khac. Chi phi chim 1a khoan d3 chi xong va khong 1ay lai duoc, nén khong dugce dua vao
quyét dinh sap t6i. Hai khai niém nay gitip ban tinh dung cai gia that ciia mét lya chon.

Opportunity cost is the value of the best alternative you give up when you choose something else.

A sunk cost is money already spent that you cannot get back, so it must stay out of the next
decision. Together, the two ideas show the true price of a choice.

Hay nghi vé budi t6i tht Bay. Ban ¢ nha hoc bai thi khong di lam thém dugc 300.000
ddng. Ban khong tra 300.000 dong d6 ra khoi tai, nhung ban van mat né. D6 1a chi phi co
hdi ciia budi hoc.

Think of a Saturday evening. If you stay home to study, you cannot take a side job that pays

300,000 dong. You pay nothing out of pocket, but you still lose that money. That is the
opportunity cost of the study session.

Chi phi co h¢i — Opportunity cost

C6 hai loai chi phi. Chi phi twong minh 14 tién that sy ban chi ra, nhu tién thué mit bang
hay tién hang. Chi phi ngam 14 gia tri cia thir ban tu bo ra nhung khong ai ghi s, nhu
cong strc ctia chinh ban hay von tu ¢6. Chi phi co hoi gdm ca hai.
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Costs come in two kinds. Explicit costs are cash you actually pay, such as rent or stock. Implicit
costs are the value of what you contribute yourself without anyone recording it, such as your
own labour or your own capital. Opportunity cost covers both.

Ban can chuan bi: cac phuong 4n dang can nhac va con s6 thu nhap cua tirng phuong an.
What you need.: the options you are weighing and an income figure for each one.

1. Liét ké moi phuong an thuc té ban co, ké ca phuong 4n "khong lam gi".
List every realistic option you have, including "do nothing".

2. Chon phuong an ban dinh 1am va tinh tién that phai chi ra cho n6. P6 1a chi phi tuong
minh.
Pick the option you plan to take and add up the cash it requires. That is the explicit cost.

3. Vi cac phuong an con lai, udc tinh thu nhap cua tirng cai néu ban chon né.
For the other options, estimate what each would earn you if you chose it.

4. Ly phuong an cao nhat trong s6 6. Con s6 nay la chi phi ngam, ciing chinh 14 chi
phi co héi cua cong strc hoac von ban bo vao.
Take the highest of those figures. That is the implicit cost, the opportunity cost of the effort
or capital you commit.

5. Lay doanh thu trir chi phi twong minh va chi phi ngdm. Két qua duong nghia 1a
phuong 4n cua ban tét hon ca phwong an thay thé.
Subtract both the explicit and the implicit costs from revenue. A positive result means your
plan beats the best alternative.

Vi DU / EXAMPLE — Chi Lan tu dtng ban tai ctra hang tap hoa ctia minh. Mot nam, doanh
thu 1a 900 triéu déng. Tién thué mit béng 240 triéu, tién hang 450 tri€u, dién nudc va phu ban
90 triéu. Chi phi twong minh la 240 + 450 + 90 = 780 triéu. Lgi nhuén trén s6 sach 12 900 —
780 = 120 tri€éu. Nhung néu di lam thué, chi nhan 15 triéu mdi thang, tic 15 x 12 = 180 tri¢u
mot nam. Day 1a chi phi ngdm. Loi nhuén kinh té 1a 120 — 180 =—60 triéu. Chi van c6 13i trén
s6, nhung mdi nam kiém it hon 60 triéu so voi di 1am thué.

Lan runs her own grocery shop and works the counter herself. In one year, revenue is 900 million
dong. Rent is 240 million, stock 450 million, and utilities plus a helper 90 million. Explicit costs are
240 + 450 + 90 = 780 million. Profit on paper is 900 — 780 = 120 million. But if she took a job, she
would earn 15 million a month, or 15 % 12 = 180 million a year. That is the implicit cost. Economic
profitis 120 — 180 = —60 million. She shows a profit on paper, yet earns 60 million a year less than
she would as an employee.

Chi phi chim - Sunk cost

Chi phi chim giong nhu tién dit coc mét trang. DU ban chon di tiép hay dimg lai, khoan
d6 van mat nhu nhau. Vi né khong d6i theo lwa chon, né khong co 1y do gi anh hudng
dén lua chon. Quyét dinh chi nén dua trén nhimg khoan con thay doi dugc trong twong
lai.

A sunk cost is like a deposit you will never see again. Whether you carry on or stop, that money

is gone either way. Because it does not change with your choice, it has no reason to influence the
choice. Base decisions only on amounts that can still change in the future.
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1. Liét ké moi khoan tién lién quan dén quyét dinh, ca da chi 14n sip chi.
List every amount tied to the decision, both already spent and yet to be spent.

2. V&i mdi khoan di chi, hoi: néu d6i phuong an, ta co ldy lai dugc khong?
For each amount already spent, ask: if we switch options, can we get it back?

3. Khoan nao khong léy lai dugc va khong ddi theo lya chon thi gach bo.
Cross out any amount you cannot recover and that does not change with the choice.

4. So sanh thu va chi cua phan con lai gitta cac phuong an.
Compare the remaining income and cost across the options.

Vi DU/ EXAMPLE — Anh Minh mua mét may may cii gia 200 triéu dong, nhung khong ai
mua lai, gia thanh Iy bang 0. M&i thang chay may, anh thu 30 triéu va chi 22 triéu cho vai,
dién va cong thg. Co nén chay tiép khong? Khoan 200 triéu 13 chi phi chim, bo qua. Phan con
lai: 30 — 22 = 8 triéu 1di thém mdi thang. Anh nén chay tiép. Néu may ban lai dugc 50 triéu
thi 50 tri¢u do 1a chi phi co héi cua viéc gitt may, khong con 1a khoan chim.

Minh bought a used sewing machine for 200 million dong, but nobody will buy it back, so its resale
value is zero. Each month of running it brings in 30 million and costs 22 million for fabric, power and
labour. Should he keep going? The 200 million is sunk, so ignore it. What remains: 30 —22 = §
million of extra profit per month. He should keep running it. If the machine could be resold for 50
million, that 50 million would be the opportunity cost of keeping it, no longer a sunk cost.

Vi DU/ EXAMPLE — Mot dy 4n phan mém da t6n 500 triéu dong. Dé xong can thém 300
triéu, va khi xong s€ thu vé 250 triéu. Bo qua 500 tri¢u. So 250 — 300 = —50 tri¢u, nén dirng
du an. Lam tiép chi 16 thém 50 triéu.

A software project has already cost 500 million dong. Finishing it needs another 300 million and will
bring in 250 million. Ignore the 500 million. Compare 250 — 300 = —50 million, so stop the project.
Continuing only adds a 50 million loss.

LOI HAY GAP / COMMON MISTAKE — Nghi rang "d3 b6 ra nhiéu rdi, bo thi tiéc" nén
lam tiép. Cam giac tiéc 1a co that, nhung tién da mét du ban lam gi.

Thinking "we have spent so much, it would be a waste to quit" and carrying on. The regret is real, but
the money is gone whatever you do.

LOI HAY GAP / COMMON MISTAKE — Quén tinh cong strc va v6n ctia chinh minh. Ai
tu 1am cho minh déu c6 chi phi ngam, du khong tra lwong cho ban than.

Forgetting your own time and capital. Anyone who works for themselves has an implicit cost, even
without paying themselves a wage.

LOI HAY GAP / COMMON MISTAKE — Coi moi khoan ¢4 mua 13 chim. Chi phan khong
ban lai hay khong hoan lai dugc méi 1a chim. Phan ban lai dugc 1a chi phi co hdi.

Treating everything already bought as sunk. Only the part you cannot resell or refund is sunk. The
resellable part is an opportunity cost.

PHAI THUQC / MEMORISE — Chi phi co hdi = gia trj ciia phuong an tot nhét bi bo qua,
gdm ca chi phi tudng minh 13n chi phi ngam. Chi phi chim = khoan d4 chi, khong 14y lai
dugc, nén khong dua vao quyét dinh.

Opportunity cost = the value of the best alternative given up, covering both explicit and implicit costs.
Sunk cost = money already spent and unrecoverable, so it stays out of the decision.

Tai li€u nay duogc bién soan boi doi ngli ciia website: https://tailieuso.vin
Trang 13



DPé cuong on tap Kinh té hoc quan 1y (cao hoc)

1.4. Loi nhuén ké toan va loi nhuin kinh té — 1.4 Accounting Profit versus

Economic Profit

Ban m¢ mot quan ca phé. Cudi nim ké toan bao "co 13i", nhung ban van thdy minh lam
quan quat ma chang kha hon lac di lam thué. Ca hai diéu déu c6 thé dung, vi s6 sach chi
ghi nhitng khoan tién d4 chi ra. Loi nhun kinh té tinh thém ca nhiing thi ban tir bo ma
s0 sach khong ghi. Nha quan 1y can con s thir hai dé quyét dinh c6 nén tiép tuc, mo rong
hay dong cua.

Suppose you open a coffee shop. At year-end the accountant says you made a profit, yet you feel
no better off than when you had a salary. Both can be true, because the books only record money
that was actually paid out. Economic profit also counts what you gave up without anything
showing in the ledger. Managers need that second number to decide whether to continue,
expand, or close.

Chi phi hién va chi phi an — Explicit and implicit costs

Chi phi hién (chi phi c¢6 ghi s6) 1 khoan tién that roi khoi tui doanh nghiép: mua nguyén
lidu, tra luong, tra tién thué, tién dién nudc. Khau hao (phan gia tri may moéc hao di mdi
nim, duoc chia déu vao chi phi) ciing dugc ké toan ghi vao nhom nay.

Explicit costs are the ones recorded in the books: real money leaving the business for

ingredients, wages, rent, and utilities. Depreciation (the part of a machine's value used up each
vear, spread across its life) is also recorded by accountants in this group.

Chi phi an (chi phi khong ghi s6) 1a gia tri ciia nhitng thir chti doanh nghiép tu bo vao ma
khong nhan vé mot dong nao. Hai loai hay gip 1a tién lwong ban c6 thé kiém néu di lam
noi khac, va khoan 1ai ban c6 thé nhan néu dem vén tu co di gui hoac dau tu chd khac.
Day chinh 1a chi phi co hoi: gia tri cia phuong an tot nhat ban di bo qua.

Implicit costs are not recorded. They are the value of what the owner puts in without being paid
for it. Two common kinds are the salary you could earn working elsewhere, and the return you
could earn by investing your own capital elsewhere. This is opportunity cost: the value of the
best alternative you gave up.

PHAI THUQC / MEMORISE — Loi nhuin ké toan = téng doanh thu trir chi phi hién. Loi
nhuén kinh t& = téng doanh thu trir chi phi hién trir chi phi 4n. Vi vay loi nhuén kinh té lun
nho hon loi nhun ké toan mot lwong diing bang chi phi an.

Accounting profit = total revenue minus explicit costs. Economic profit = total revenue minus explicit
costs minus implicit costs. So economic profit is always smaller than accounting profit by exactly the

amount of implicit costs.

Cach tinh, tirng budc — How to calculate it

1. Ghi téng doanh thu ca ndm: gia ban nhan sb lugng ban, cong moi nguén thu.
Write down total revenue for the year: price times quantity sold, plus any other income.

2. Cong moi khoan chi c¢6 ching tir trong s6 sach, gdbm ca khau hao. D6 14 chi phi hién.
Add up every expense backed by a record in the books, depreciation included. That is
explicit cost.

Tai li€u nay duogc bién soan boi doi ngli ciia website: https://tailieuso.vin
Trang 14



DPé cuong on tap Kinh té hoc quan 1y (cao hoc)

3. LAy doanh thu trir chi phi hién. Két qua 14 loi nhuan ké toan.
Subtract explicit costs from revenue. The result is accounting profit.

4. Hoi: chu doanh nghiép bo ra cong strc, von, dat dai nao ma khong dugc tra? Vi moi
thir, tim xem né kiém dugc bao nhiéu néu ding ¢ chd tét nhat tiép theo, rdi cong lai.
D6 1a chi phi 4n.

Ask: which labor, capital, or land does the owner contribute without being paid? For each
one, find what it would earn in its next best use, then add them up. That is implicit cost.

5. Lay lgi nhuén ké toan trir chi phi an. Két qua 1a lgi nhuén kinh té.
Subtract implicit costs from accounting profit. The result is economic profit.

Vi DU/ EXAMPLE — Quén ca phé ctia chi Lan, mot nim: doanh thu 900 triéu dong. Chi phi
hién gém nguyén liéu 380 tri¢u, lwong nhan vién 270 tri¢u, thué mat béng 120 triéu, dién
nude va chi khac 50 triéu, khiu hao thiét bi 30 triéu. Tong chi phi hién = 380 + 270 + 120 +
50 + 30 = 850 triéu. Loi nhuan ké toan = 900 — 850 = 50 triéu. Quan c6 14i trén so sach.
Nhung chi Lan da nghi viéc quan 1y ctra hang, noi chi nhan 20 triéu mdi thang, tirc 240 tridu
mdt nam. Chi con bo 300 triéu von tu cd vao quan, trong khi giri ngan hang vai 1ai 7% mot
ndm s& cho 300 x 0,07 =21 triéu. Chi phi 4n = 240 + 21 = 261 tri¢u. Loi nhuan kinh t& = 50 —
261 =-211 tri¢u. Nghia la mdi nam chi kém hon 211 triéu so véi viée di 1am lai va gui tiét
kiém.

Ms. Lan's coffee shop, one year: revenue is 900 million dong. Explicit costs are ingredients 380
million, staff wages 270 million, rent 120 million, utilities and other spending 50 million, and
equipment depreciation 30 million. Total explicit cost = 380 + 270 + 120 + 50 + 30 = 850 million.
Accounting profit = 900 — 850 = 50 million, so the shop shows a profit on paper. But Lan quit her job
as a store manager, which paid 20 million a month, or 240 million a year. She also put 300 million of
her own savings into the shop; at a 7% bank rate that money would earn 300 x 0.07 = 21 million.
Implicit cost = 240 + 21 = 261 million. Economic profit = 50 — 261 = =211 million. Each year she is
211 million worse off than if she had gone back to work and kept her savings in the bank.

Céach doc két qua: loi nhuan kinh té duwong nghia 1a doanh nghiép kiém hon mirc moi
ngudn luc ctia chu ¢6 thé kiém & chd khac, nén dang tiép tuc. Bang khong nghia 13 vira
du gitr chi ¢ lai. Am nghia 13 ngudn luc dung chd khac sé& sinh 101 nhiéu hon, va vé lau
dai nén rut ra. Chi Lan thudc truong hop thur ba.
How to read the result: positive economic profit means the business earns more than the owner's
resources could earn elsewhere, so it is worth continuing. Zero means it just barely keeps the

owner in. Negative means those resources would earn more elsewhere, and over the long run
they should be moved. Lan falls into the third case.

Cho hay sai — Common mistakes

LOI HAY GAP / COMMON MISTAKE — B¢ s6t chi phi 4n ctia chinh minh. Nhiéu chi co
s& nho khong tinh lwong ctia minh, nén tudng 13i nhiéu hon thyc té.

Leaving out your own implicit costs. Many small owners do not count their own wages, so they think
they earn more than they do.

LOI HAY GAP / COMMON MISTAKE — Quén rang néu chii s& hitu luén mit bang thi
van c6 chi phi an. Khong tra tién thué khong c6 nghia mit bang mién phi: néu cho nguoi khac
thué s& c6 tién, va s6 d6 1a chi phi an.
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Forgetting that owning the premises still carries an implicit cost. Paying no rent does not make the
space free: renting it to someone else would bring income, and that income is the implicit cost.

LOI HAY GAP / COMMON MISTAKE — Tinh ca khoan d3 chi tir truéc ma khéng thé 13y
lai vao chi phi an. Chi phi an chi tinh theo phuong an thay thé tot nhat con mg, khong cong
nhiéu phuong an véi nhau.

Adding sunk money to implicit costs, or adding several alternatives together. Implicit cost is measured
only by the single best alternative still open, not the sum of all of them.

GHI CHU / NOTE — Thué thu nhép tinh trén lgi nhuén ké toan, con quyét dinh "c6 dang lam
tiép khong" phai dua trén loi nhuan kinh té.

Income tax is based on accounting profit, but the decision "is this worth continuing?" must be based
on economic profit.

1.5. Ham doanh thu, ham chi phi va ham lgi nhuan - 1.5. Revenue, Cost and Profit

Functions

Ham s6 1a mot quy tdc: ban dua vao mot san lugng, n6 tra ra mot con sb. San lugng Q 1a
s6 san pham doanh nghiép 1am ra va ban hét trong mot ky, vi du mot thang. Mdi mirc Q
cho mot mirc doanh thu, mot mirc chi phi va mot muc loi nhuan. Ba quy tic d6 goi 1a
ham doanh thu, ham chi phi va ham lgi nhuan. C6 chiing, ban tra 161 dugc cau héi "ban
bao nhi€u thi 13i?" ma khong phai doan.

A function is a rule: you feed in a quantity and it gives back a number. Quantity (Q) is the
number of units a business makes and sells in one period, such as a month. Each Q gives one
level of revenue, one level of cost and one level of profit. These three rules are the revenue

function, the cost function and the profit function. With them you can answer "how many must 1
sell to make money?" without guessing.

Ba ham viét thé nao — How to write the three functions

Doanh thu R 12 tién thu vé: gia ban P nhan v6i Q. Chi phi C gdm hai phan. Dinh phi F 13
khoan phai tra du 1am nhiéu hay it, nhu tién thué mat bang. Bién phi V 1a khoan ting theo
tung san phém, nhu vai, muc, dién; V 1a bién phi cho mét san phém. Loi nhuan & (doc la
"pi") la R tru C.

Revenue (R) is the money coming in: price (P) times Q. Cost (C) has two parts. Fixed cost (F) is
what you pay whether you make a lot or a little, such as rent. Variable cost (V) is the cost that

grows with each unit, such as fabric, ink and power; V is the variable cost of one unit. Profit,
written «t ("pi"), is R minus C.

R
©

o
I+ X

Q
V x Q
b C=(P-V) xQ-F

Chi phi & day 1a chi phi kinh té: ngoai tién chi ra, con tinh phan ban bo 15 khi ding von
va cong strc vao viéc nay (chi phi co hoi). Hiy nhét phan d6 vao F trude khi vé.
Cost here means economic cost: besides cash spent, it counts what you give up by putting your

money and effort into this business (opportunity cost). Add that amount to F before you draw
anything.
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Cac bwéc 1ap ham va vé do thi — Steps to build the functions and draw the graph

1. Ghi ba dit kién P, F, V cing mdt don vi tién va mot ky (vi du ddng va thang).
Write down P, F and V in the same currency and the same period (for example dong per
month).

2. Thay vio ba cong thirc dé ¢6 R, C va nt dudi dang s6 nhan voi Q.
Substitute into the three formulas so R, C and & each become a number times Q (plus or
minus a constant).
3. Lap bang véi vai mic Q, nhd ¢6 Q =0, roi tinh R, C, & cho tung dong.
Make a table with a few values of Q, including Q = 0, and compute R, C and « for each row.
4. Ve truc ngang 1a Q, truc doc 1a tién. Cham céac diém cta R va C trén cung mot hinh,
nbi thanh hai dudng.
Put Q on the horizontal axis and money on the vertical axis. Plot the points for R and C on
the same picture and join them into two lines.

5. Tim chd hai duong cét nhau. Bén trai diém d6 R nam dudi C: ving 16. Bén phai R
nam trén C: ving l3i.
Find where the two lines cross. To the left of that point R sits below C: the loss zone. To the
right R sits above C: the profit zone.

6. Bé doc 13i 16 tai mot Q, do khoang cach doc giira hai dudng. D6 chinh 14 m; dudng ©
cit truc ngang ding tai diém hai dudng kia cét nhau.
To read profit or loss at a given Q, measure the vertical gap between the two lines. That gap
is m, and the w line crosses the horizontal axis exactly where the other two lines cross.

Vi DU/ EXAMPLE — Xuéng in 40 ban mdi 40 150.000 déng. Pinh phi mdi thang 1a
30.000.000 dong (thué chd, khau hao may in, cong chi phi co hdi cta vén chii xuong). Bién
phi 14 60.000 déng mdi 40 (40 tron, muc, dién, cong in). Ta c6 R =150.000 Q; C =
30.000.000 + 60.000 Q; 7= 90.000 Q — 30.000.000. Bang sau cho bén mtc san lugng, tién
tinh béng déng: tai Q = 0 12 16 30.000.000, tai Q =200 1a 16 12.000.000, tai Q = 400 1a l1ai
6.000.000, tai Q = 600 la 1ai 24.000.000.

A print-shirt workshop sells each shirt for 150,000 dong. Fixed cost is 30,000,000 dong a month (rent,
printer depreciation, plus the opportunity cost of the owner's capital). Variable cost is 60,000 dong
per shirt (blank shirt, ink, power, labor). So R = 150,000 Q,; C = 30,000,000 + 60,000 Q,; = = 90,000
0O — 30,000,000. The table gives four output levels, in dong: at Q = 0 the loss is 30,000,000, at Q =
200 the loss is 12,000,000, at Q = 400 the profit is 6,000,000, and at Q = 600 the profit is 24,000,000.

San luwgng Q Doanh thu R Chi phi C Lo¢i nhuén n
Quantity Q Revenue R Cost C Profit «
0

0 30.000.000 —30.000.000
200 30.000.000 42.000.000 —12.000.000
400 60.000.000 54.000.000 6.000.000
600 90.000.000 66.000.000 24.000.000

Trén hinh, duong C xuat phat tir ¢ cao 30 triéu, con R xuat phat tir goc 0. Mdi 40 thém
kéo R 1én 150.000 nhung chi kéo C 1én 60.000, nén R dudi dan kip C. Hai dudng gip
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nhau khi 7 = 0: Q = 30.000.000 / 90.000 ~ 333,3. Lam tron 1én 334 40. Kiém tra: ban 333
40 thi © = —30.000 ddng, ban 334 4o thi & = +60.000 ddng. Vay dudi 334 a0 1a ving 13,
tir 334 4o tro 1én 1a vung 1ai.

On the graph, C starts at a height of 30 million while R starts at zero. Each extra shirt lifts R by
150,000 but lifts C by only 60,000, so R gradually catches up. The lines meet when T = 0: Q =
30,000,000 / 90,000 = 333.3. Round up to 334 shirts. Check: at 333 shirts = = —30,000 dong, at
334 shirts # = +60,000 dong. So below 334 shirts is the loss zone, and 334 shirts or more is the
profit zone.

Vi du trén gia dinh gia ¢6 dinh 150.000 dong cho moi Q, nén R 1 duong thiang. Néu
mudn ban nhiéu hon phai ha gi4, thi P giam theo Q, R 1a dudng cong va m cling cong.
Cach doc 13i 10 trén hinh van nhu ci.

The example assumes a fixed price of 150,000 dong at every Q, so R is a straight line. If selling
more means cutting the price, P falls as Q rises, R becomes a curve and © curves too. You read
profit and loss off the graph the same way.

LOI HAY GAP / COMMON MISTAKE — Quén dinh phi nén v& C tir gbc 0. Khi d6 ban
thdy "13i" ngay tir 40 dau tién, va sai. Tai Q = 0 xuong di 16 dung bang F.

Forgetting fixed cost and drawing C from zero. You would then see a "profit" from the very first shirt,
which is wrong. At Q = 0 the workshop already loses exactly F.

LOI HAY GAP / COMMON MISTAKE — Tron don vi, nhu F tinh bang triéu dong con P
va V tinh bang nghin dong. Ddi hét vé mot don vi rdi méi tinh.

Mixing units, such as F in millions of dong while P and V are in thousands. Convert everything to one
unit before calculating.

LOI HAY GAP / COMMON MISTAKE — Thiy R cao 13 cho rang dang 1ai. Lai 15 chi doc
duoc tir khodng cach gitrta R va C, khong tir 46 cao cua R.

Assuming high revenue means profit. Profit or loss comes only from the gap between R and C, not
from how high R is.

LOI HAY GAP / COMMON MISTAKE — B6 chi phi co hdi khoi F. D6 thi khi d6 bao
vung 1ai sém hon thuc té, va ban dé giltt mot viéc kinh doanh ma lam céng cho nguoi khac
con kha hon.

Leaving opportunity cost out of F. The graph then shows the profit zone earlier than reality, and you
may keep a business when a salaried job would pay you more.

1.6. Phén tich hoa von va tac dong ciia thay doi gia — 1.6. Breakeven Analysis and
the Impact of Price Changes

Piém hoa von 13 mirc san luong ma tai d6 doanh thu vira du bu moi chi phi, lgi nhudn
bang 0. Ban dudi murc ndy thi 16, ban trén mirc nay thi 13i. Hay nghi dén mot quéan ca phé:
thang nao ciing phai tra tién thué mat bang du é hay dong, nén cht quan can biét phai ban
bao nhiéu ly dé khoi 13.

The breakeven point is the output level at which revenue just covers all costs, so profit is zero.
Sell less and you lose money, sell more and you make a profit. Picture a café: the rent is due
every month whether the place is empty or busy, so the owner needs to know how many cups
must be sold to avoid a loss.
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Ba con so can ¢0 — Three numbers you need

Dinh phi 1a khoan phai tra c6 dinh, khong phy thudc sé lugng ban, nhu tién thué, luong
nhan vién cb dinh. Bién phi don vi 1a chi phi ting theo timg san pham, nhu bot va bao bi
cho mdi chiéc banh. Gia ban 1a s6 tién thu duoc trén mdi san pham.

Fixed cost is money you pay regardless of how much you sell, such as rent and salaried staff.

Variable cost per unit is the cost that rises with each item, such as flour and packaging for each
cake. Price is the money you receive per item.

Gia trir bién phi don vi goi 1a phan dong gop don vi. Do 1a s tién mdi san pham ban ra
"gdp" vao viée tra dinh phi. Khi dinh phi da duoc gop dii, mdi san pham ban thém 1a 13i.
Price minus variable cost per unit is called the unit contribution margin. It is the amount each

item sold "contributes" toward paying the fixed cost. Once the fixed cost has been covered, every
extra item sold is profit.

PHAI THUQC / MEMORISE — San lugng hoa von Q = Dinh phi : (Gia — Bién phi don vi).
Két qua 1é thi lam tron LEN.

Breakeven quantity Q = Fixed cost ~ (Price — Variable cost per unit). If the result has a fraction,
round UP.

Cac budc tinh — Steps

1. Cong toan b dinh phi trong mét ky (vi du mot thang). Chi léy khoan khong ddi theo
san luong.
Add up all fixed costs for one period (for example, one month). Include only amounts that do
not change with output.

2. Xéc dinh gia ban va bién phi ciia mot don vi san pham.
Find the price and the variable cost of one unit.

3. LAy gia trir bién phi dé ra phan dong gdp don vi.

Subtract variable cost from price to get the unit contribution margin.

4. Lay dinh phi chia cho phan déng gop don vi, r6i lam tron 1én thanh s6 nguyén.
Divide fixed cost by the unit contribution margin, then round up to a whole number.

5. Kiém tra lai: nhan san luong vira tim véi phan dong gop don vi, két qua phai bang
hodc vuot dinh phi.
Check: multiply your answer by the unit contribution margin. The result must equal or
exceed the fixed cost.

VI DU/ EXAMPLE — Mot tiém banh mdi thang tra thué mit bang 12 triéu dong, luvong tho 6
triéu, dién va khau hao 10 nudng 2 triéu, téng dinh phi 20 tri¢u déng. M&i chiéc banh gia
25.000 ddng, nguyén liéu va hop ton 10.000 déng. Phan déng gop 1a 25.000 — 10.000 =
15.000 déng. Q =20.000.000 : 15.000 = 1.333,3 nén lam tron thanh 1.334 chiéc. Kiém tra:
1.334 x 15.000 = 20.010.000 dong, vuot dinh phi; con 1.333 chiéc chi gop 19.995.000 dong,
van thiéu. Chia cho 30 ngy, tiém cin ban khoang 45 chiéc mdi ngay.

A bakery pays 12 million dong rent, 6 million wages and 2 million for electricity and oven
depreciation each month, so fixed cost is 20 million dong. Each cake sells for 25,000 dong and costs
10,000 dong in ingredients and boxes. The contribution margin is 25,000 — 10,000 = 15,000 dong. O
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= 20,000,000 = 15,000 = 1,333.3, rounded up to 1,334 cakes. Check: 1,334 x 15,000 = 20,010,000
dong, which covers the fixed cost; 1,333 cakes contribute only 19,995,000, still short. Over 30 days,
the bakery must sell about 45 cakes a day.

Khi doi gia hoac doi chi phi — When price or cost changes

Poi gia 1am phan déng gop thay ddi, nén diém hoa vén dich chuyén. Ha gia thi phan
dong gép mong di va phai ban nhiéu hon. Tang gia thi nguoc lai, nhung khach c6 thé
mua it di.

A price change alters the contribution margin, so the breakeven point moves. A lower price thins

the margin and you must sell more. A higher price does the opposite, but customers may buy
less.

Vi tiém banh trén, xét ba tinh huéng, mdi 1an chi d6i mot yéu to:

For the bakery above, look at three cases, changing one factor at a time:

« Gia giam con 22.000 dong: dong gop 12.000, Q = 20.000.000 : 12.000 = 1.666,7 nén
can 1.667 chiéc. Gia giam 12% ma hoa vén ting khoang 25%.
Price cut to 22,000 dong: margin 12,000, Q = 20,000,000 +~ 12,000 = 1,666.7, so 1,667
cakes. A 12% price cut raises breakeven by about 25%.

* Gia tang 1én 28.000 dé)ng: dong gop 18.000, Q =20.000.000 : 18.000 =1.111,1 nén
can 1.112 chiéc.
Price raised to 28,000 dong: margin 18,000, Q = 20,000,000 + 18,000 = 1,111.1, so 1,112
cakes.

* Bo tang gia, bién phi 1én 12.000 déng: dong gop 13.000, Q =20.000.000 : 13.000 =
1.538,5 nén can 1.539 chiéc.
Butter gets pricier and variable cost rises to 12,000 dong: margin 13,000, Q = 20,000,000 +
13,000 = 1,538.5, so 1,539 cakes.

« Pinh phi ting 1én 22 triéu dong (gia va bién phi giit nguyén): Q = 22.000.000 : 15.000
= 1.466,7 nén can 1.467 chiéc.

Fixed cost rises to 22 million dong (price and variable cost unchanged): Q = 22,000,000 +
15,000 = 1,466.7, so 1,467 cakes.

Mudn dat mot murc 131 myc tiéu, cong 1di d6 vao dinh phi rdi chia nhu cii. Mudn 13i 6
triéu d6ng mot thang: (20.000.000 + 6.000.000) : 15.000 = 1.733,3 nén can 1.734 chiéc.

To hit a target profit, add it to the fixed cost and divide as before. For a 6 million dong profit per
month: (20,000,000 + 6,000,000) + 15,000 = 1,733.3, so 1,734 cakes.

MEO / TIP — Trudc khi ha gia, hiy hoi: khach phai mua thém bao nhiéu chiéc thi méi khong
16 hon? Néu tiém dang ban 1.500 chiéc ma sau khi giam gia can toi 1.667 chiéc chi dé hoa
vbn, quyét dinh do6 rét rui ro.

Before cutting price, ask how many extra cakes customers must buy just to keep you from doing worse.

If the bakery sells 1,500 cakes now and needs 1,667 to break even at the new price, the cut is risky.
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Cho hay sai — Common mistakes

LOI HAY GAP / COMMON MISTAKE — Lam tron Xuéng. Q=1.333,3 ma ghi 1.333
chiéc 1a sai, vi lac d6 van con 16 nhe. Ludn lam tron 1én.

Rounding down. Writing 1,333 cakes when Q = 1,333.3 is wrong, because the bakery still loses a
little. Always round up.

LOI HAY GAP / COMMON MISTAKE — Pua chi phi bién d6i vao dinh phi hodc ngugc
lai. Tién nguyén liéu ting theo s6 banh nén 1a bién phi; tién thué khong tang nén 1a dinh phi.
Mixing up the cost types. Ingredients rise with the number of cakes, so they are variable; rent does
not, so it is fixed.

LOI HAY GAP / COMMON MISTAKE — Chia dinh phi cho gi4 thay vi cho phén déng
gop. Cach nay bo quén bién phi va cho két qua qua thap.

Dividing fixed cost by price instead of by the contribution margin. This ignores variable cost and
gives an answer that is too low.

LOI HAY GAP / COMMON MISTAKE — Cho ring dbi gia thi lugng ban khong d6i. Piém
hoa vén chi cho biét can ban bao nhiéu, khong cho biét khach c6 mua ndi s6 d6 hay khong.
Mudn biét, phai wéc lwong cdu & mic gia méi.

Assuming sales stay the same after a price change. Breakeven tells you how much you need to sell, not
whether customers will buy it. For that, you must estimate demand at the new price.

1.7. Phan tich cin bién: doanh thu can bién bing chi phi cin bién - 17.7.
Marginal Analysis: Setting Marginal Revenue Equal to Marginal Cost

Hay tudng tugng ban ban banh mi tu lam. Mdi 1an can nhic lam thém mot 6, ban tu hoi
hai diéu: ban thém 6 d6 thu thém bao nhiéu tién, va lam thém n6 ton thém bao nhiéu. Hai
con sb nay chinh 1a doanh thu cin bién va chi phi can bién. Chi can so chiing véi nhau 13
biét nén 1am thém hay dimg.

Picture a home baker selling bread. Before baking one more loaf, you ask two things: how much

extra money will it bring in, and how much extra will it cost to make? Those two numbers are
marginal revenue and marginal cost. Comparing them tells you whether to bake more or stop.

Doanh thu can bién (MR, marginal revenue) 1a phan doanh thu tang thém khi ban thém
mot don vi. Chi phi can bién (MC, marginal cost) 1a phan chi phi tang thém khi san xuét
thém mot don vi. Chir "can bién" nghia la "¢ mép", tic chi tinh phan thém vao, khong
tinh nhiing gi da co.

Marginal revenue (MR) is the extra revenue from selling one more unit. Marginal cost (MC) is

the extra cost of producing one more unit. "Marginal" means "at the edge": you count only what
the next unit adds, not what you already have.

Cong thirc: MR = thay ddi cua tong doanh thu chia cho thay d6i ctia san luong; MC =
thay ddi cua tong chi phi chia cho thay doi cua san lugng. V&i doanh nghiép phai ha gia
dé ban nhiéu hon, MR nho hon gia. Ly do 13 6 banh thém ra lam gid cua ca cac 6 trudc
cling giam theo.

In formulas, MR equals the change in total revenue divided by the change in output, and MC
equals the change in total cost divided by the change in output. For a firm that must cut its price
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to sell more, MR is lower than the price, because the extra loaf also pulls down the price of every
loaf sold before it.

Vi sao lgi nhuén lén nhét khi MR = MC - Why profit peaks where MR = MC
Loi nhuan 1a doanh thu trir chi phi. Mdi don vi lam thém lam loi nhuan ddi mot lugng
bang MR trir MC. Tir d6 c6 ba trudng hop.

Profit is revenue minus cost. Each extra unit changes profit by MR minus MC. That gives three
cases.

* MR 16n hon MC: don vi thém mang vé nhiéu hon né tdn, nén loi nhuan tang. Hay san
xuat thém.

MR above MC: the extra unit brings in more than it costs, so profit rises. Produce more.

« MR nho hon MC: don vi cudi t6n nhiéu hon né mang vé, nén loi nhuén giam. Hay bét
san luong.

MR below MC: the last unit costs more than it brings in, so profit falls. Cut output.

* MR béng MC: lam thém hay b6t mot don vi déu khong cai thién duoc loi nhuan. Ban
dang & dinh.

MR equals MC: adding or dropping a unit cannot improve profit. You are at the peak.
Thudng MR giam dan con MC ting dan khi san lugng 16n 1én. Luc dau MR cao hon MC
nén ban mo rong, vé sau MC vuot MR nén ban dung. Diém gap nhau la chd loi nhuan
cao nhat. Diéu kién thtr hai: tai diém d6, MC phai cat MR tir duéi 1én, tirc MC dang ting
nhanh hon MR. Néu khong, d6 c6 thé 1a diém lgi nhuan thip nhét.

Usually MR falls and MC rises as output grows. Early on MR beats MC, so you expand; later
MC overtakes MR, so you stop. The crossing is the profit peak. A second condition applies. at

that point MC must cut MR from below, meaning MC is rising faster than MR. Otherwise the
point may be a profit minimum.

Ciach 1am bang bang s6 — Working it out with a table

1. Lap cét san lugng Q, gia P, 1oi tinh téng doanh thu TR =P x Q.
List output Q and price P, then compute total revenue TR = P % Q.

2. Tinh MR bang hiéu ctia hai dong TR lién tiép, va MC bang hiéu ctia hai dong TC lién
tiép.
Compute MR as the difference between consecutive TR rows, and MC as the difference
between consecutive TC rows.

3. Bi tir trén xubng, tim don vi cubi cing con cé6 MR 16n hon hodc bang MC. San luong
do6 1a dap s.
Go down the rows and find the last unit whose MR is still at least MC. That output is your
answer.

4. Kiém tra bang céach tinh loi nhuan TR trir TC & cac dong quanh dap s6.
Check by computing profit, TR minus TC, on the rows around your answer.

Vi DU/ EXAMPLE — Gi4 ban 1a P = 100 — 8Q, tdng chi phi TC =40 + 10Q + Q2. Tt Q = 1
dén 7, TR 14n luot 14 92, 168, 228, 272, 300, 312, 308. MR 1a 92, 76, 60, 44, 28, 12, —4. TC 1a
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51,64,79,96, 115, 136, 159, nén MC la 11, 13, 15, 17, 19, 21, 23. Pon vi thit 5 c6 MR = 28
16n hon MC = 19, nén nén lam. Pon vi thit 6 c6 MR = 12 nhé hon MC = 21, nén khong lam.
Kiém tra: loi nhuan & Q =4, 5, 6 1an luot 13 176, 185, 176. San luong t6i wu 14 5, 1gi nhuan
185.

Priceis P =100 — 8Q and total cost is TC =40 + 100 + Q> For Q =1to 7, TR is 92, 168, 228, 272,
300, 312, 308. MR is 92, 76, 60, 44, 28, 12, —4. TC is 51, 64, 79, 96, 115, 136, 159, so MCis 11, 13,
15,17, 19, 21, 23. Unit 5 has MR = 28 above MC = 19, so make it. Unit 6 has MR = 12 below MC =
21, so skip it. Check: profitat Q =4, 5, 6 is 176, 185, 176. The best output is 5, with profit 185.

Cach lam bang dao ham - Working it out with calculus

Pao ham 14 téc do thay doi tai mot diém. MR 13 dao ham cta TR theo Q, MC 1a dao ham
ctia TC theo Q. Dung lai s6 liéu trén.

A derivative is the rate of change at one point. MR is the derivative of TR with respect to Q, and
MC is the derivative of TC with respect to Q. Use the same data.

1. Viét TR =P x Q=(100-8Q) x Q=100Q — 8Q? Pao ham: MR = 100 — 16Q.
Write TR = P x Q = (100 — 8Q) x Q = 100Q — 8Q- Differentiate: MR = 100 — 16Q.

2. T TC =40 + 10Q + Q2 dao ham ra MC = 10 + 2Q. S6 40 1a hang s6 nén bién mat.
From TC =40 + 100 + Q?, differentiate to get MC = 10 + 2Q. The constant 40 drops out.

3.Cho MR=MC: 100-16Q=10+2Q =90=18Q = Q=5.
Set MR = MC: 100 — 160 = 10 + 20 =90 = 180 = Q0 = 5.

4. Kiém tra dicu kién thtr hai: d6 doc cua MC 1a 2, d6 doc cia MR 1a —16. MC dbc 1én,
MR déc xuéng, nén MC cit MR tir dudi. bay la diém cyc dai.
Check the second condition: MC has slope 2 and MR has slope —16. MC slopes up and MR
slopes down, so MC cuts MR from below. This is a maximum.

5. Tinh gia va lgi nhuan: P =100 — 8 x 5= 60; TR =300; TC =40 + 50 + 25 =115; loi
nhuan = 185. Két qua khdp bang sb.
Find price and profit: P =100 — 8 x5 =60, TR = 300; TC = 40 + 50 + 25 = 115; profit =
185. This matches the table.

LOI HAY GAP / COMMON MISTAKE — Liy MR = gi4 cho moi doanh nghiép. Diéu nay
chi dting khi doanh nghiép khong anh hudng duoc dén gia. Néu phai ha gia dé ban thém, hay
tinh MR tir ham TR nhu trén.

Setting MR equal to price for every firm. That holds only when the firm cannot move the market price.
If it must cut price to sell more, derive MR from the TR function as shown.

LOI HAY GAP / COMMON MISTAKE — Pua dinh phi vao MC. Dinh phi 40 khéng d6i
theo san luong nén khong lam MC thay ddi. N6 chi lam loi nhuan thép d1 moét khoan ) dinh.
Putting fixed cost into MC. The fixed cost of 40 does not change with output, so it leaves MC
untouched. It only lowers profit by a flat amount.

LOI HAY GAP / COMMON MISTAKE — Dimg & diém dau tién ma MR = MC ma khong
kiém tra d6 déc. Néu MC dang giam xudng cit MR, d6 khong phai diém lgi nhuén cao nhat.
Stopping at the first point where MR = MC without checking slopes. If MC is falling as it crosses MR,
that point is not the profit peak.
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PHAI THUQC / MEMORISE — Lgi nhun cao nhat khi MR = MC va MC cit MR tir dudi
1én. MR 16n hon MC thi tang séan lugng; MR nhé hon MC thi giam san lugng.

Profit is highest where MR = MC and MC cuts MR from below. If MR exceeds MC, raise output, if
MR is below MC, cut output.

1.8. Gia tri tién theo thoi gian va hién gia trong quyét dinh dau tw — 1.8. Time

Value of Money and Present Value in Investment Decisions

Mot triéu dong nhan hom nay co gia tri hon mot triéu dong nhan sau ba nam. Ly do 1a
tién nhan sdm co thé giri ngan hang hoic dem dau tu dé sinh 14i. Nha quan 1y thuong phai
so sanh khoan chi ngay véi cac khoan tiét kiém rai ra nhiéu nim. Mudn so sanh cong
bang, ban phai quy moi khoan vé cting mot thoi diém, thuong 13 hém nay.

A million dong received today is worth more than a million received in three years. Money in
hand can be saved or invested to earn interest. Managers often compare a payment made now
with savings spread over several years. To compare them fairly, you convert every amount to the
same date, usually today.

Ba khai niém can nim — Three ideas to learn

Lai suat chiét khau 13 ty 1& ban dung dé quy tién tuong lai vé hém nay. N6 phan anh mirc
131 ban c6 thé kiém dugc néu dung sb tién d6 vao viéc khac, cong thém phan bu cho rui ro
cta dy an. Vi du: néu gui tiét kiém dugc 10% mot nam thi 110 triéu nhan sau mot nim
chi dang gia 100 tri¢u hom nay.

The discount rate is the rate you use to convert future money into today's money. It reflects what

vou could earn by using the funds elsewhere, plus a margin for the project's risk. For example, if
a deposit earns 10% a year, 110 million received in one year is worth only 100 million today.

Hién gi4 (present value, PV) 1a gia tri hom nay ctia mot khoan tién s& nhan hoic chi trong
tuong lai. Gié tri hién tai rong (net present value, NPV) bang tong hién gia cta cac khoan
thu trir di tong hién gia cia cac khoan chi.

Present value (PV) is today's worth of an amount you will receive or pay in the future. Net

present value (NPV) is the total present value of all inflows minus the total present value of all
outflows.

| PV = CF / (1 + r)"t, trong d6 CF 1la dong tién & ndm t, r 1a 1&i sudt chiét khéu
Quy tic quyét dinh rat gon: NPV 16n hon 0 thi du 4n lam gidu thém cho doanh nghiép,
nén lam. NPV nho hon 0 thi nén bo. Khi chon mdt trong nhiéu dy 4n loai trir nhau, chon

du 4n c6 NPV cao nhit.

The decision rule is short: if NPV is above 0, the project adds value to the firm and should go
ahead. If NPV is below 0, drop it. When choosing among projects that exclude each other, pick
the one with the highest NPV.

Cach tinh NPV tung buwdc — Computing NPV step by step

1. Liét ké dong tién theo timg ndm. Khoan chi ngay 1a nim 0, khoan thu hoic tiét kiém
sau mot nam 13 ndm 1, va ¢t thé. Ghi chi 13 s6 am, thu 1a sé dwong.
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List the cash flows year by year. Money spent now is year 0, money received or saved after
one year is year 1, and so on. Write outflows as negatives and inflows as positives.

2. Chon li suét chiét khau r, viét duéi dang s6 thap phan. 10% thi r = 0,10.
Choose the discount rate r and write it as a decimal. For 10%, r = 0.10.

3. Chia dong tién ndm t cho (1 + r)*t. Dong tién nam 0 giit nguyén vi khong phai cho.
Divide the year-t cash flow by (I + r)"t. Leave the year-0 flow unchanged because there is
no waiting.

4. Cong tat ca hién gia lai, ca s6 am 1an s6 duong. Két qua 1a NPV,
Add all the present values, negative and positive. The result is the NPV.

5. So NPV vdi 0 r6i két luan 1am hay khong.
Compare the NPV with 0 and decide whether to go ahead.

Vi DU/ EXAMPLE — Mot xuéng may can nhic mua may théu méi gia 100 triéu dong, tra
ngay. May giup tiét kiém 45 triéu ddng chi phi mdi nim trong ba nim, sau d6 bé di, khong
bén lai dugc. Lai suat chiét khau 13 10%. Hién gia ndm 1: 45 / 1,10 = 40,91 triéu. Nam 2: 45 /
1,21 =37,19 triéu. Nam 3: 45/ 1,331 = 33,81 triéu. Tong hién gia khoan tiét kiém 1a 111,91
triéu. NPV = 111,91 — 100 = +11,91 triéu dong. Két luan: nén mua. Néu 13i suat chiét khau 1a
20%:45/1,2=37,50;45/1,44=31,25;45 /1,728 = 26,04; téng 94,79 triéu. NPV = 94,79 —
100 = —5,21 triéu. Cung mdt chiéc may, 1ai suét cao thi phai bo.

A sewing workshop considers buying a new embroidery machine for 100 million dong, paid now. It
saves 45 million dong in costs each year for three years, then is scrapped with no resale value. The
discount rate is 10%. Year 1: 45/ 1.10 = 40.91 million. Year 2: 45/ 1.21 = 37.19 million. Year 3: 45/
1.331 = 33.81 million. The savings total 111.91 million in present value. NPV = 111.91 — 100 =
+11.91 million dong. Buy it. At a 20% discount rate: 45 /1.2 = 37.50; 45/ 1.44 =31.25;45/1.728 =
26.04; the total is 94.79 million. NPV = 94.79 — 100 = —=5.21 million. The same machine is rejected
when the rate is high.

Vi du cho thiy vi sao khong duoc cong thang 45 + 45 + 45 = 135 r6i so v6i 100. Cach do
coi tién nam tht ba bang tién hom nay va dé khién ban duyét ca nhirng du an 13.

The example shows why you must not add 45 + 45 + 45 = 135 and compare it with 100. That
treats year-3 money as equal to today's money and can lead you to approve losing projects.

Cho hay sai — Common mistakes

LOI HAY GAP / COMMON MISTAKE — Cong cac khoan tién & nhitng nim khac nhau
ma khong chiét khau,
Adding cash flows from different years without discounting.

LOI HAY GAP / COMMON MISTAKE — Chiét khiu ludn c4 khoan chi ngay hém nay.
Khoan nay & nam 0, mau sb bang (1 +r)0 = 1, nén giit nguyén.

Discounting the payment made today. It sits in year 0, the denominator is (1 + r)*0 = 1, so it stays
unchanged.

LOI HAY GAP / COMMON MISTAKE — Ly l3i suit vay lam 13i suat chiét khiu ma
khong xét loi suat cua cach ding von khac va rui ro ciia dy an.

Using the loan rate as the discount rate without considering the return on other uses of the funds and
the project's risk.
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LOI HAY GAP / COMMON MISTAKE — Tron tién d3 tinh lam phat véi 13i suat chua tinh
lam phat. Dong tién theo gia hién hanh phai di véi 1i suat danh nghia. Dong tién theo gia c6
dinh phai di véi 13i suat thyec.

Mixing cash flows that include inflation with a rate that does not. Cash flows in current prices go with
a nominal rate. Cash flows in constant prices go with a real rate.

LOI HAY GAP / COMMON MISTAKE — Pua chi phi chim vao dong tién. Khoan d3 chi
tur trude khong ddi du ban chon gi, nén chi tinh céc khoan thu, chi phat sinh tir nay tr¢ di.
Putting sunk costs into the cash flows. Money already spent will not change whatever you choose, so
count only inflows and outflows from now on.

PHAI THUQC / MEMORISE — Hién gi = dong tién / (1 + r)*t. NPV = tong hién gia thu —
tong hién gia chi. NPV 16n hon 0 thi dau tu, nhé hon 0 thi bo, va 13i suét chiét khiu cang cao

thi NPV cang thap.

PV = cash flow / (1 + r)"t. NPV = total PV of inflows — total PV of outflows. Invest if NPV is above 0,
reject if below 0, and a higher discount rate gives a lower NPV.

1.9. Bai tap van dung c¢0 10i giai — 1.9. Applied exercises with solutions

Bai 1. Tiém banh ciia chi Lan: lgi nhuin ké toan va loi nhuén Kinh té — Exercise 1.
Lan's bakery: accounting profit and economic profit

Chi Lan m¢é mot tiém banh. Mot nam, doanh thu la 900 triéu déng. Chi phi nguyén liéu
420 triéu, lvong nhan vién 240 triéu, tién thué mat bang 120 triéu, khau hao may moc 30
triéu. Trudc do6 chi di lam van phong véi luong 150 tri¢éu mét nam. Chi con dung 400
triéu von tu c6, néu gui tiét kiém s& duogc 14i 6% mot nam. Hay tinh loi nhuan ké toan va
loi nhuén kinh té, r6i cho 10 khuyén.

Lan opens a bakery. In one year, revenue is 900 million dong. Ingredients cost 420 million, staff
wages 240 million, rent 120 million, and equipment depreciation 30 million. Before this she had
an office job paying 150 million a year. She also put in 400 million of her own savings, which
would earn 6% a year in a bank. Calculate accounting profit and economic profit, then give
advice.

1. Chi phi hién (khoan phai chi ra hodc ghi s6) gdm 420 + 240 + 120 + 30 = 810 triéu
dong.
The explicit costs (money paid out or booked) add up to 420 + 240 + 120 + 30 = 8§10
million dong.

2. Loi nhuén ké toan = doanh thu trir chi phi hién = 900 — 810 = 90 triéu dong.
Accounting profit = revenue minus explicit costs = 900 — 810 = 90 million dong.

3. Chi phi an (khoan bo 1& nhung khéng chi ra) gdbm luong van phong 150 triéu va lai
tiét kiém bo 15 400 x 6% = 24 triéu. Tong chi phi an 13 174 triéu dong.
The implicit costs (income given up, not paid out) are the 150 million office salary plus the
forgone interest of 400 x 6% = 24 million. Total implicit costs are 174 million dong.

4. Tong chi phi kinh té = 810 + 174 = 984 triéu dong. Loi nhuan kinh té = 900 — 984 =
—84 triéu dong.
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Total economic cost = 810 + 174 = 984 million dong. Economic profit = 900 — 984 = —84
million dong.

5. Két qua: so sach 14i 90 triéu nhung vé kinh té 16 84 triéu. Di 1am va gui tiét kiém cho
chi 174 triéu, cao hon 90 triéu cta tiém, nén chi nén can nhic doi hudng hoac tang
doanh thu thém it nhat 84 triéu.

Result: the books show a 90 million profit, but the economic result is a loss of 84 million. A
job plus savings would give her 174 million, more than the bakery's 90 million, so she
should rethink the plan or raise revenue by at least 84 million.

Bai 2. Xwéng gom: hoa von, giam gia va lgi nhuin muc tiéu — Exercise 2. Pottery
workshop: break-even, a price cut and a target profit

Mot xuong gém ban ly gia 50 nghin dong, bién phi mdi ly 30 nghin ddng, dinh phi 200
trigu dong mdi thang. (a) Tinh sé ly hoa von. (b) Néu gia giam 10% ma chi phi khong
d6i, s6 ly hoa von 13 bao nhiéu? (c) O gia 50 nghin, can ban bao nhiéu ly dé 13i 100 triéu
moi thang?

A pottery workshop sells cups at 50 thousand dong each. Variable cost is 30 thousand per cup
and fixed cost is 200 million dong a month. (a) Find the break-even number of cups. (b) If the

price falls 10% and costs stay the same, what is the new break-even number? (c) At the 50
thousand price, how many cups give a profit of 100 million a month?

1. D6i dinh phi: 200 triéu = 200.000 nghin déng. Mdi ly dong gbp 50 — 30 = 20 nghin
dong dé tra dinh phi.
Convert fixed cost: 200 million = 200,000 thousand dong. Each cup contributes 50 — 30 =
20 thousand toward fixed cost.

2. Cau (a): hoa vbn = 200.000 + 20 = 10.000 ly mdi thang.
Part (a): break-even = 200,000 < 20 = 10,000 cups a month.

3. Cau (b): gia méi = 50 x 0,9 = 45 nghin. Mdi ly doéng goép 45 — 30 = 15 nghin. Hoa
vbén =200.000 + 15 = 13.333,3, lam tron 1én 13.334 ly.
Part (b): new price = 50 % 0.9 = 45 thousand. Each cup contributes 45 — 30 = 15 thousand.
Break-even = 200,000 + 15 = 13,333.3, rounded up to 13,334 cups.

4. Cau (c): b ly = (200.000 + 100.000) + 20 = 15.000 ly. Kiém tra: 15.000 x 20 =
300.000 nghin, trtr 200.000 nghin dinh phi con 100.000 nghin = 100 tri¢u.
Part (c): cups = (200,000 + 100,000) +~ 20 = 15,000 cups. Check: 15,000 x 20 = 300,000
thousand, minus 200,000 thousand fixed cost leaves 100,000 thousand = 100 million.

5. Két qua: hoa von 10.000 ly; sau giam gia 13.334 ly (thém 3.334 ly); 14i 100 triéu can
15.000 ly.

Result: break-even is 10,000 cups, after the price cut it is 13,334 cups (3,334 more); a 100
million profit needs 15,000 cups.

Bai 3. Quyét dinh diu tw bang hién gia — Exercise 3. An investment decision using present
value

Mot cong ty dau tu 500 triéu dong vao may méi. May mang lai 200 triéu dong vao cudi
mdi nam trong 3 nim, sau d6 bo di, khong con gia tri. (a) Vi 13i suat chiét khau 10%
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mot ndm, tinh gia tri hién tai rong va cho biét nén dau tu khong. (b) Lam lai véi lai suét
8%.
A company invests 500 million dong in a new machine. It returns 200 million at the end of each

of 3 vears, then is scrapped with no value. (a) With a discount rate of 10% a year, find the net
present value and say whether to invest. (b) Repeat with 8%.

1. Hién gia cta 200 triéu nhan sau t nam 1a 200 + (1,1)*t. Nam 1: 200 ~ 1,1 = 181,82.
Nam 2: 200 + 1,21 = 165,29. Nam 3: 200 + 1,331 = 150,26.
The present value of 200 million received in t years is 200 = (1.1)"t. Year 1: 200+ 1.1 =
181.82. Year 2: 200 + 1.21 = 165.29. Year 3: 200 +~ 1.331 = 150.26.

2. Téng hién gia = 181,82 + 165,29 + 150,26 = 497,37 tri€u. Gia tri hi¢n tai rong =
497,37 — 500 = —2,63 triéu dong. Gia tri 4&m nén & mic 10% khong nén dau tu.
Total present value = 181.82 + 165.29 + 150.26 = 497.37 million. Net present value =
497.37 — 500 = —2.63 million dong. It is negative, so at 10% the company should not invest.

3. V6i 8%: 200 + 1,08 = 185,19; 200 + 1,1664 = 171,47; 200 + 1,259712 = 158,77.
Téng = 515,43 (1am tron ting so), sai khac nho so v6i 515,42 tinh chinh xéc.
At 8%: 200 + 1.08 = 185.19; 200 + 1.1664 = 171.47; 200 + 1.259712 = 158.77. The sum is
515.43 with each term rounded, a tiny gap from the exact 515.42.

4. Gia tri hién tai rong & mirc 8% xép xi 515,42 — 500 = +15,42 triéu déng, duong nén
nén dau tu. Két qua: 1i suat 10% thi bo, 13i suat 8% thi nhan dy an.
The net present value at 8% is about 515.42 — 500 = +15.42 million dong, positive, so the
company should invest. Result: reject at 10%, accept at 8%.

1.10. Cau héi ty luan va dan y tra loi — 1.10. Essay questions and answer outlines

Cau 1. Giai thich mau thuln giita chi sé hiru va ngwoi quén ly, va néu cach lam
giam mau thuin nay.
Question 1. Explain the conflict between owners and managers, and describe ways to reduce it.
* Néu muc ti€u cua chu s& hiru (téi da hoa lgi nhuén hay gié tri doanh nghié€p) va muc
tiéu riéng c6 thé co clia nguoi quan 1y (uy tin, quy mo, thu nhép, su yén on).
State the owners' goal (maximizing profit or firm value) and managers' possible personal
goals (prestige, size, pay, a quiet life).
« Cho vi du doi thuong: gidm déc mudn mé rong quy mo cho oai du loi nhuén trén mdi
déng von giam, thiét hai roi vao chu s¢ hitu.
Give an everyday example: a director expands the firm for prestige even though profit per
unit of capital falls, and owners bear the loss.

« Chi1 s¢ hitu kho theo doi hét viéc ctia ngudi quan 1y, nén khoang cach thong tin 1am
mau thuan dé xay ra.
Owners cannot watch everything managers do, so the information gap makes conflict likely.
« Cach giam: gan thudng véi loi nhuan hodc gia tri doanh nghiép, cho quan Iy nam c6
phan, ting gidm sat va bao céo dinh ky.
Ways to reduce it: tie bonuses to profit or firm value, give managers shares, and strengthen
monitoring and regular reporting.
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Céu 2. Phan biét chi phi co hdi va chi phi chim, va cho biét vi sao chi phi chim
khéong dwore tinh vao quyét dinh sip t6i.

Question 2. Distinguish opportunity cost from sunk cost, and explain why sunk costs should not
count in a forward-looking decision.

« Dinh nghia chi phi co hdi 1a gia tri cia phuong an tot nhat bi b qua khi chon mot
phuong an, kém vi du nhu luong cong viéc cii bo 16.
Define opportunity cost as the value of the best alternative given up when choosing an
option, with an example such as the forgone salary of a former job.

« Dinh nghia chi phi chim 14 khoan d chi va khong lay lai duoc du chon phuong an
nao, vi du tién coc khong hoan.
Define sunk cost as money already spent that cannot be recovered whichever option is
chosen, for example a non-refundable deposit.

« Ly do bo chi phi chim: n6 giéng nhau & moi phuong an nén khong lam thay do6i
phuong an nao tét hon.
Why sunk costs are ignored: they are the same under every option, so they do not change
which option is better.

« Chi ra 15i hay gap 1a tiéc khoan di bo ra rdi tiép tuc mot du 4n 13, va cach tranh 1a chi
so sanh chi phi va lgi ich con tranh duoc.
Point out the common error of continuing a losing project because of past spending, and the
fix: compare only the costs and benefits that can still be avoided.

Ciu 3. Trinh bay quy tic doanh thu cin bién bang chi phi cin bién va cach dung né
deé chon san lugng.

Question 3. Present the marginal revenue equals marginal cost rule and how to use it to choose
output.

* Giai thich doanh thu can bién l1a doanh thu tang thém khi ban thém mot don vi, chi phi
can bién 1a chi phi tang thém khi [am thém mot don vi.
Explain that marginal revenue is the extra revenue from selling one more unit and marginal
cost is the extra cost of making one more unit.

« Néu doanh thu can bién 16n hon chi phi can bién thi ting san lugng 1am loi nhuan
tang; néu nho hon thi giam san luong.
If marginal revenue exceeds marginal cost, raising output raises profit; if it is lower, cutting
output raises profit.

* Loi nhuan 1én nhét dat & muc san lugng ma hai dai lugng béng nhau, vi khi d6 thém
hay b6t mot don vi déu khong cé loi.
Profit is highest at the output where the two are equal, because adding or removing a unit
then brings no gain.

« Néu mot vi du s6 ngan va nhéc rang quy tac dung gia tri ting thém, khong dung gia tri
binh quén hay chi phi chim.
Give a short numeric example and note that the rule uses extra amounts, not averages or
sunk costs.
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Ciu 4. Giai thich khai ni¢ém hién gia va cach dung gia tri hién tai rong dé danh gia

mot dy 4n dau tu.

Question 4. Explain present value and how net present value is used to judge an investment

project.

« Giai thich tién nhan hém nay c6 gia tri hon tién nhan sau, vi c6 thé dem giri sinh 13i va

vi thoi gian cho ¢6 céi gia.
Explain that money today is worth more than money later because it can earn interest and
waiting has a cost.

« Néu cong thirc: hién gia bang dong tién chia cho (1 + 13i suat) mil sé nam; cong hién
gia cac nam.
State the formula: present value equals the cash flow divided by (I + rate) raised to the
number of years, add up the yearly present values.

« Gi4 tri hién tai rong bang tong hién gia dong thu trir vén dau tu bo ra; dwong thi nhan
du an, am thi bo.
Net present value is the total present value of inflows minus the initial outlay, accept if
positive, reject if negative.

« Nhan manh 13i suét chiét khau cang cao thi hi¢n gia cang thép, nén mot dyu an co thé
d6i tir nhan sang bo khi 13i suat ting.
Stress that a higher discount rate gives a lower present value, so a project can switch from
accept to reject when the rate rises.

1.11. Cau héi tric nghiém — 1.11. Multiple-choice questions

1. Loi nhuan kinh té duoc tinh bang cach nao?
How is economic profit calculated?
A. Doanbh thu trir chi phi hién / Revenue minus explicit costs
B. Doanh thu trir tong chi phi, gdm ca chi phi hién va chi phi an / Revenue minus
total costs, including both explicit and implicit costs
C. Doanh thu trir dinh phi / Revenue minus fixed costs
D. Loi nhun ké toan cong khiu hao / Accounting profit plus depreciation

2. Mot ngudi da tra 30 tridu dong tién coc khong hoan lai dé thué mat bang, rdi dang can
nhic ¢c6 md quan hay khong. Khoan 30 triéu nén dugc xtr Iy thé nao?
A person paid a 30 million dong non-refundable deposit on a shop space and is now deciding
whether to open a cafe. How should the 30 million be treated?

A. Trir n6 khoi doanh thu duy kién ctia quan / Subtract it from the cafe's expected
revenue

B. Cong vao chi phi ctia quyét dinh mé quan / Add it to the cost of the decision to
open

C. Bo ra khoi phép tinh, vi dit mé hay khong thi khoan nay da mat / Leave it out of
the calculation, because it is lost whether she opens or not

D. Coi no 1a chi phi co hdi cua viéc mé quan / Treat it as the opportunity cost of
opening
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3. Tai mtc san lugng hién tai, mot xudng c6 doanh thu can bién 60 nghin déng va chi phi
can bién 45 nghin dong mdi san pham. Xudng nén lam gi dé tang loi nhuan?
At the current output, a workshop has marginal revenue of 60 thousand dong and marginal
cost of 45 thousand dong per item. What should it do to raise profit?
A. Tang san lugng, vi mdi san pham thém mang thém 15 nghin ddng loi nhuan
Raise output, since each extra item adds 15 thousand dong of profit
B. Nging san xuat, vi chi phi can bién da kha cao / Siop production, since marginal
cost is already fairly high
C. Giit nguyén san luogng, vi doanh thu can bién van 1én hon khong / Keep output
the same, since marginal revenue is still above zero
D. Gidm san lugng, vi chi phi cén bién dang duwong / Cut output, since marginal cost
IS positive
4. Mot cira hang c¢6 dinh phi 120 triéu dong mdi thang, gia ban 40 nghin dong, bién phi
25 nghin dong mdi san pham. S6 san pham hoa von mdi thang 14 bao nhiéu?
A shop has fixed cost of 120 million dong a month, a price of 40 thousand dong and variable
cost of 25 thousand dong per item. What is the monthly break-even quantity?
A. 4.800 san pham / 4,800 items
B. 8.000 san pham / 8,000 items
C. 3.000 san pham / 3,000 items
D. 12.000 san pham / 12,000 items

5. Hién gia cua 121 triéu dong s& nhan sau 2 nam, v6i 13i sudt chiét khdu 10% mot nam,
la bao nhiéu?
What is the present value of 121 million dong received in 2 years, with a discount rate of
10% a year?
A. 96,8 triéu déng 96.8 million dong
B. 133,1 tri€u déng 133.1 million dong
C. 110 triéu dong / 110 million dong
D. 100 triéu dong / 100 million dong
6. Bién phap nao gitip giam mau thuén gitra chu s& hiru va nguoi quan 1y?
Which measure helps reduce the conflict between owners and managers?
A. Giit luong cb dinh, khong ddi trong nhiéu nim / Keep pay fixed for many years
B. B6 bao cdo dinh ky dé ngudi quan 1y tw cha hon / Drop regular reports so
managers have more freedom
C. Gén mot phén thuong ciia ngudi quan 1y voi lgi nhuan hodc gia tri doanh nghi¢p
Tie part of managers' bonuses to profit or firm value
D. Tang chi phi di lai va tiép khach cho ngudi quan 1y / Raise managers’ travel and
entertainment budgets
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7. Gia ban tang tir 100 nghin 1én 120 nghin déng, bién phi 60 nghin ddng mdi san pham,
dinh phi 1.200 nghin déng. San lugng hoa von thay doi thé nao?
The price rises from 100 thousand to 120 thousand dong, variable cost is 60 thousand per
item, and fixed cost is 1,200 thousand. How does the break-even quantity change?

A. Tang tir 30 1én 40 san pham / Rises from 30 to 40 items

B. Giir nguyén & 30 san pham / Stays at 30 items

C. Giam tir 30 xubng 10 san pham / Falls from 30 to 10 items
D. Giam tir 30 xudng 20 san pham / Falls from 30 to 20 items

8. Mot ngudi dung cin nha ciia minh mé cira hang, thay vi cho thué véi gia 15 triéu dong

modi thang. Chi phi co hdi mdi thang cua viéc dung nha 1am cira hang 1a bao nhiéu?
A person uses her own house as a shop instead of renting it out for 15 million dong a month.
What is the monthly opportunity cost of using the house as a shop?

A. 15 triéu dong, 1a khoan thué bi bo 15 / 15 million dong, the rent she gives up

B. Toan b gia tri can nha / The full value of the house

C. Tién dién nudc hang thang cua cira hang / The shop's monthly utility bills

D. Bang 0, vi ¢6 4y khong phai tra tién thué / Zero, because she pays no rent
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Chuong 2. Cung, cau va can bang thi trweong — Chapter 2. Supply,
Demand and Market Equilibrium

Muc tiéu chwong — Chapter objectives

* V& va dich chuyén dung chiéu duong cau, duong cung khi mot yéu td ngoai gia thay
ddi, roi doc gia va lugng can béng moi
Draw and shift demand and supply curves in the right direction when a non-price factor
changes, then read the new equilibrium price and quantity

- Tinh gi4, luong can bang, thang du tiéu ding, thing du san xuét va tong phuc loi tir
hai phuong trinh cung va cau
Calculate equilibrium price and quantity, consumer surplus, producer surplus and total
surplus from a pair of demand and supply equations

* Banh gié tdc dong cua gia tran, gia san, thué va trg cép 1én gid, lvong, nguoi dugce loi,
ngudi chiu thiét va ton that vo ich
Assess how price ceilings, price floors, taxes and subsidies change price, quantity, winners,
losers and deadweight loss

2.1. Cau va cac yéu t6 1am dich chuyén duong cAu — 2.1. Demand and What Shifts

the Demand Curve

Cau 1a mdi quan hé giita gia ctia mot hang hoa va s6 lwong nguoi mua vira mudn mua
vira du tién mua & moi muc gid, trong mot khoang thoi gian nhat dinh. Vi du: gia tra sira
30.000 dong thi ban mua hai ly mdi tudn, gia 50.000 dong thi ban chi mua mot ly. V& cac
cdp gia va lugng d6 1én dd thi, ban c6 duong cau. Truc ngang 1a luong, truc dimg 1a gia,
duong doc xudng tir trai sang phai.

Demand is the relationship between the price of a good and the quantity buyers are both willing
and able to buy at each price, over a given period. Say you buy two bubble teas a week at 30,000
dong each but only one at 50,000 dong. Plot those price and quantity pairs and you get a
demand curve. Quantity runs along the horizontal axis, price up the vertical axis, and the line
slopes downward from left to right.

PHAI THUQC / MEMORISE — Luat cau: khi gi4 cua chinh hang héa ting va moi yéu t6
khac giit nguyén, lugng cau giam; gia giam thi luong ciu ting.

Law of demand: when the price of the good itself rises and everything else stays the same, quantity
demanded falls; when the price falls, quantity demanded rises.

Hai kiéu thay ddi can tach bach — Two kinds of change to keep apart

Khi gia cua chinh hang hoa ddi, ban chi trugt doc theo duong cau dang co6. Ta goi do 1a
thay d6i luong cau. Khi mot yéu té khac gia thay d6i, ngudi mua mubén mua sé luong
khac & moi muc gia, nén ca duong cau doi chd. Ta goi d6 1a thay ddi cau. Puong doi
sang phai nghia 12 mua nhiéu hon & mdi gia. Puong doi sang trai nghia 1a mua it hon.
When the price of the good itself changes, you simply slide along the existing demand curve.
That is a change in quantity demanded. When something other than that price changes, buyers
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want a different amount at every price, so the whole curve moves. That is a change in demand. A
shift to the right means more is bought at each price. A shift to the left means less.

Nim nhém yéu t6 1am dich chuyén dwong ciu — Five things that shift the demand curve

* Thu nhap: véi hang thong thuong nhu thit, quﬁn 40, du lich, thu nhap tang thi cau tang,
duong doi phai. V6i hang thir cap nhu mi goi, thu nhap ting thi nguoi ta chuyén sang
mon tot hon, cau giam, dudng doi trai.

Income: for normal goods such as meat, clothes or travel, higher income raises demand and
the curve shifts right. For inferior goods such as instant noodles, higher income pushes
people toward better options, so demand falls and the curve shifts left.

- Gia hang lién quan: hang thay thé 1a hang ding dugc thay nhau, nhu tra va ca phé. Gia
hang nay ting thi cau hang kia ting. Hang b sung la hang ding cing nhau, nhu xe
may va xang. Gia hang niy ting thi cau hang kia giam.

Prices of related goods: substitutes can replace each other, like tea and coffee. When one
gets pricier, demand for the other rises. Complements are used together, like motorbikes and
fuel. When one gets pricier, demand for the other falls.

« Thi hiéu: xu huéng, quang cio hay thong tin méi vé sirc khoe 1am nguoi ta thich hang
hoa hon hoidc kém di, nén ciu ting hodc giam.

Tastes: trends, advertising or new health information make people like a good more or less,
so demand rises or falls.

« Ky vong: néu ban tin gia s& ting thang sau, ban mua sém hom nay va cau hién tai
tang. Néu ban tin gia sip giam, ban hodn mua va ciu hién tai giam.
Expectations: if you believe prices will rise next month, you buy sooner and current demand
rises. If you expect a price cut, you wait and current demand falls.

) ngudi mua: dan sb tang, thém khu d6 thi mdi hodc md thém thi truong xuét khau
lam cau thi truong ting. Nguoi mua roi di thi cau giam.
Number of buyers: a growing population, a new housing district or a new export market
raises market demand. When buyers leave, demand falls.

Céach phan tich m{t sw ki€én — How to analyze an event

1. Xéc dinh hang hoa dang xét va su kién vira xay ra.
Name the good you are studying and the event that just happened.

2. Hoi: su kién nay co phai la thay d6i gia cua chinh hang hoa khong? Néu ¢, ban chi
truot doc dudng cau cii, khong vé dudng méi.
Ask whether the event is a change in the price of that very good. If so, slide along the old
curve and do not draw a new one.

3. Néu khong, xép su kién vao mot trong ndm nhom trén va xac dinh né lam ngudi mua
mudn mua nhiéu hon hay it hon & moi muc gia.
If not, place the event in one of the five groups and decide whether it makes buyers want
more or less at every price.

4. Do1 duong cau sang phai néu mua nhiéu hon, sang trai néu mua it hon, r6i doc hé qua.
Shift the curve right if buyers want more, left if they want less, then read off the result.
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Vi DU/ EXAMPLE — Gia xdng tang tir 22.000 1én 28.000 dong mdi lit. Xe may dién thay
thé duoc xe may xang, nén cau xe dién tang. Gia su trude do, ¢ gid 20 tri€u déng mot xe,
thanh ph6 mua 1.000 xe dién mdi thang; & gia 25 triéu dong thi mua 800 xe. Sau khi xing
tang, & 20 triéu mua 1.300 xe va ¢ 25 triéu mua 1.100 xe. M6i muc gia déu thém 300 xe, nén
dudng cau doi sang phai. Nguoc lai, cdu xe may xang giam vi xing 1a hang bo sung ciia no.
Gid gia st hing cling ha gid xe dién tir 25 xudng 20 triéu. Luong mua di tir 800 1én 1.300 xe,
tang 500. Trong d6 200 xe (800 1én 1.000) la trugt doc dudng cii do giam gid, va 300 xe
(1.000 1én 1.300) 1a do duong cau doi vi gia xang.

Fuel rises from 22,000 to 28,000 dong per liter. Electric motorbikes substitute for petrol ones, so
demand for electric bikes rises. Suppose that before, at 20 million dong per bike the city bought 1,000
electric bikes a month, and at 25 million it bought 800. After the fuel increase, it buys 1,300 at 20
million and 1,100 at 25 million. Every price gains 300 bikes, so the curve shifts right. Demand for
petrol bikes falls, because fuel is their complement. Now suppose the maker also cuts the electric bike
price from 25 to 20 million. Purchases go from 800 to 1,300, a rise of 500. Of that, 200 (800 to 1,000)
is a slide along the old curve from the price cut, and 300 (1,000 to 1,300) comes from the curve
shifting because of fuel prices.

LOI HAY GAP / COMMON MISTAKE - Viét "gi4 ting 1am ciu giam". Pang phai 13 gia
tang lam lugng cau giam. Chit "cau" chi ding khi ca duong doi.

Writing "a higher price lowers demand". It should be a higher price lowers quantity demanded. Use
the word "demand" only when the whole curve moves.

LOI HAY GAP / COMMON MISTAKE — Cho ring thu nhap ting luén lam cau ting. Véi
hang thi cép, ciu giam. Hiy xac dinh loai hang trudec.
Assuming higher income always raises demand. For inferior goods demand falls, so identify the type

of good first.

LOI HAY GAP / COMMON MISTAKE — Nham chiéu véi hang bé sung: gia hang bd sung
tang lam cau hang kia giam, khong phai tang.

Mixing up the direction for complements: a higher price for a complement lowers demand for the
other good, it does not raise it.

MEO / TIP — Gap dé bai, hdy tim trudc xem gia nao thay d6i. Gia ciia chinh hang d6 thi truot
doc. Gia hay yéu té khac thi doi duong.

When you read a problem, first find which price changed. The good's own price means a slide along
the curve. Any other price or factor means a shift of the curve.

2.2. Cung va cac yéu t6 1am dich chuyén dwong cung — 2.2. Supply and What
Shifts the Supply Curve

Cung 1a lugng hang ngudi ban san sang va du kha ning ban ra & timg murc gid, trong mot
khoang thoi gian nhat dinh. Hay hinh dung mot ho trong rau ¢ ngoai thanh: gia rau lén
cao thi chi muén ban nhiéu hon, gia xudng thap thi chi ban it di. Cach lugng ban thay doi
theo gia nhu vay goi la cung.

Supply is the amount of a good that sellers are willing and able to offer at each price during a
set period. Think of a family growing vegetables on the edge of town: when greens fetch a good
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price, they bring more to market, and when the price drops, they bring less. That link between
price and the amount offered for sale is what economists call supply.

Luat cung — The law of supply

Luat cung ndi rang gia ting thi luong cung ting, gid giam thi lwong cung giam, mién la
moi yéu té khac giir nguyén. Piéu kién nay goi 1a ceteris paribus (cic yéu t6 khac khong
d6i): ta chi cho mét thi thay doi dé thiy rd tac dong cua riéng né. Nguoi ban phan g
nhu vay vi lam thém mot don vi thudng ton thém chi phi, nén gia cao méi bu duge. Gia
cao ciing lam viéc ban thém c6 14i hon. Vi thé dudng cung dbc 1én tir trai sang phai.

The law of supply says that when price rises, quantity supplied rises, and when price falls,
quantity supplied falls, as long as everything else stays the same. That condition is called ceteris
paribus (other things being equal): you change one factor at a time so you can see its effect
alone. Sellers respond this way because each extra unit usually costs more to make, so a higher
price is needed to cover it. A higher price also makes selling more units more profitable. That is
why the supply curve slopes upward from left to right.

Gi4 rau (nghin dong/kg) Lwong cung (tin/ngay)
Vegetable price (thousand dong per kg) Quantity supplied (tonnes per day)
10 200

15 300

20 400

25 500

Trwot doc dwong cung va dich chuyén ca dwdng cung — Moving along the curve and
shifting the curve

Khi gia cua chinh hang héa d6 doi, ta chi trugt doc trén duong cung hién co. Cach goi
dung 1a luong cung thay d6i. Khi mét yéu té khac gia d6i, ca dudng cung dich sang phai
hoic sang trai, nghia 1a & mdi muc gia ngudi ban dua ra mot lwong khac. Cach goi dung
1a cung thay d6i. Dich sang phai 1 cung ting, dich sang trai 1 cung giam.

When the price of the good itself changes, you only slide along the existing supply curve. The
correct term is a change in quantity supplied. When a factor other than that price changes, the
whole curve moves right or left, so sellers offer a different quantity at every price. The correct

term is a change in supply. A shift to the right is an increase in supply, and a shift to the left is a
decrease.

Cac yéu t6 1am dich chuyén dwdng cung — What shifis the supply curve

« Gia dau vao. Pau vao 1a nhimg thir ngudi ban phai mua dé 1am ra hang, nhu phan bon,
dién, tién lvong. Pau vao dat 1én thi chi phi ting, 13i trén mdi don vi giam, cung giam.
Pau vao ré di thi cung tang.

Input prices. Inputs are the things sellers must buy to make the product, such as fertilizer,
electricity and wages. When inputs get more expensive, costs rise, profit per unit falls, and
supply decreases. When inputs get cheaper, supply increases.
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» Cong ngh¢. La cach lam ra hang. Nha mang c6 tudi ty dong gitip cung mot dién tich
cho nhiéu rau hon véi chi phi thip hon, nén cung tang.
Technology. This is the method used to make the product. A greenhouse with automatic
watering yields more vegetables from the same land at lower cost, so supply increases.

+ S6 nguoi ban. Thém nhiéu ho trong rau gia nhap thi cung cia ca thi truong tang. Mot
s6 ho bo nghé thi cung giam.
Number of sellers. When more growers enter the market, market supply increases. When
some growers quit, it decreases.

« Thoi tiét va diéu kién tu nhién. Bio, han han, siu bénh lam mat mua nén cung giam.
Thoi tiét thuan loi lam cung tang.
Weather and natural conditions. Storms, drought and pests ruin harvests, so supply
decreases. Good weather raises supply.

« Chinh sach ctia nha nuéc. Thué hodc quy dinh méi lam chi phi ting, cung giam. Tro
cap, tirc khoan tién nha nudc hd trg ngudi ban, lam chi phi giam, cung ting.
Government policy. A new tax or regulation raises costs, so supply decreases. A subsidy,
meaning money the state gives to sellers, lowers costs, so supply increases.

« Ky vong cua ngudi ban. Néu chi trong rau tin rang tuan sau gia s& cao hon, chi c6 thé
giit lai mot phan hang, nén cung hom nay giam.
Sellers' expectations. If the grower believes prices will be higher next week, she may hold
back part of the harvest, so supply today decreases.

Quy tic nhé nhanh: diéu gi lam chi phi lam ra hang ting hodc 1am ngudi béan it di thi
duong cung dich trai; diéu gi lam chi phi giam hodc nguoi ban dong 1én thi dich phai.

A quick rule: anything that raises the cost of making the good or reduces the number of sellers
shifts supply left; anything that lowers cost or adds sellers shifis supply right.

Cach phan tich mdt sy kién 1am d6i cung — How fo analyze an event that changes supply

1. V& dudng cung ban dau, truc ngang 1a luong, truc dung 1a gia. Ghi vai cip gia —
lwong ban dau.
Sketch the original supply curve, putting price on the up-and-down axis and quantity along
the bottom. Mark a few of the starting price—quantity pairs.

2. Hoi: sy kién nay 1a gia ciia chinh hang d6, hay 1a mot yéu td trong danh sach trén?
Néu 14 gia cta chinh n6 thi chi truot doc, dimg ¢ day.
Ask whether the event is the price of the good itself or one of the factors listed above. If it is
the good's own price, just slide along the curve and stop.

3. Néu 1a yéu t6 khac, hoi: & mdi mirc gia, ngudi ban s& ban nhiéu hon hay it hon?
Nhiéu hon thi dich phai, it hon thi dich trai.
If it is another factor, ask whether sellers will offer more or less at every price. More means
a shift right, less means a shift left.

4. V& duong mai va ghi lai luong & cac mirc gia cii dé kiém tra mic dich chuyén.
Draw the new curve and write down the quantities at the old prices to check the size of the
shift.
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VI DU/ EXAMPLE — Chg dau mdi ciia mot thanh phd nhan rau tir cac ving trong quanh do.
Theo bang trén, & gia 20 nghin dong/kg cho nhan 400 tin/ngay, & gia 25 nghin dong/kg nhan
500 tan/ngay. Mot con bdo 1am ngap vuon rau, khién & moi murc gia luong rau vé cho it hon
150 tin. Budc 1: duong cung ban dau da cé. Bude 2: bio 1a yéu té thoi tiét, khong phai gia
rau, nén ca duong cung dich. Budc 3: lugng ban gidm ¢ moi mirc gia nén dich sang trai. Budc
4: & gia 20 nghin, luong con 400 — 150 = 250 tan. O gia 25 nghin, lvgng con 500 — 150 = 350
tan. Két luan: cung rau giam, dudng cung dich trai 150 tAn & moi muc gia. Néu cau khong
d6i, gia rau s& ting va lwong mua ban giam; cach tim diém can bang méi nim ¢ muc sau.

A city's wholesale market gets vegetables from nearby farming areas. By the table above, it receives
400 tonnes a day at 20 thousand dong per kg and 500 tonnes a day at 25 thousand. A storm floods the
fields, so at every price 150 tonnes fewer vegetables reach the market. Step 1: the starting curve is
already drawn. Step 2: a storm is a weather factor, not the price of vegetables, so the whole curve
shifts. Step 3: quantity falls at every price, so the shift is to the left. Step 4: at 20 thousand, quantity
drops to 400 — 150 = 250 tonnes. At 25 thousand, it drops to 500 — 150 = 350 tonnes. Conclusion:
the supply of vegetables decreases, and the curve shifts left by 150 tonnes at every price. If demand
stays the same, the price of vegetables will rise and the quantity traded will fall; finding the new
equilibrium comes in the next section.

LOI HAY GAP / COMMON MISTAKE — Noi "gi4 rau ting lam cung ting" khi muén chi
duong cung dich phai. Gia cua chinh hang chi lam trugt doc duong cung, khong lam dich
duong.

Saying "a higher vegetable price increases supply” when you mean the curve shifts right. The good's
own price only moves you along the curve, it does not shift it.

LOI HAY GAP / COMMON MISTAKE — Nhim yéu t6 cau vé6i yéu t6 cung. Thu nhap, thi
hiéu cta ngudi mua 1am dich dudng cau, khong lam dich duong cung. Khi doc dé, hiy hoi
nguoi ban hay ngudi mua bi tac dong trudce.

Mixing up demand factors and supply factors. Buyers' income and tastes shift the demand curve, not
the supply curve. When you read a problem, ask whether sellers or buyers are affected first.

MEO / TIP — Dich trai hay phai c nhin theo truc ngang: luong & moi mtrc gia nhiéu hon thi
sang phai, it hon thi sang trai. Ding nghi "lén" hay "xudng", d& nham hudng.

Judge left or right on the horizontal axis: more quantity at every price means right, less means left.
Avoid thinking "up" or "down", which easily flips the direction.

PHAI THUQC / MEMORISE — Luat cung: gia tang thi lvong cung ting, cac yéu té khac
khong d6i. Sau yéu té lam dich cung: gia ddu vao, cong nghé, s6 nguoi ban, diéu kién ty
nhién, chinh sdch nha nudc, ky vong cuia nguodi ban.

Law of supply: price up means quantity supplied up, other things equal. Six supply shifters. input
prices, technology, number of sellers, natural conditions, government policy, and sellers' expectations.

2.3. Tim gia va lwong cin bing, phan tich khi cung hoic cau thay doi — 2.3.
Finding Equilibrium Price and Quantity and Analyzing Shifts

Thi truong can bang khi lwong ngudi mudn mua dung bang lugng ngudi mudn ban. Hay
nghi dén quiy rau ¢ cho lac cudi budi: gia qua cao thi rau é, gia qua thap thi hét sach tir
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som. Mirc gia lam rau vira hét, khong ai thiéu, khong ai thira, chinh 1a gid cén bang.
Luong mua ban ¢ muc gia d6 1a lugng cin bang.

A market is in equilibrium when the amount buyers want to buy equals the amount sellers want
to sell. Think of a vegetable stall at the end of the morning: if the price is too high, produce goes
unsold, and if it is too low, everything is gone early. The price at which the stall clears with
nobody short and nobody left over is the equilibrium price. The quantity traded at that price is
the equilibrium quantity.

Giai gia va lwong cin bang tir hai phwong trinh tuyén tinh — Solving for equilibrium
from two linear equations

Ban can hai phuong trinh: ham cau (lugng cau Qd theo gia P) va ham cung (luong cung
Qs theo gia P). Ca hai déu viét dang duong thang, vi du Qd =a — bP va Qs = ¢ + dP.

You need two equations: the demand function (quantity demanded Qd as a function of price P)

and the supply function (quantity supplied Qs as a function of P). Both are straight lines, for
example Qd = a — bP and Qs = ¢ + dP.

1. Viét diéu kién can bang: Qd = Qs. Pay la phuong trinh duy nhét ban can dé tim gia.
Write the equilibrium condition: Qd = Qs. This single equation gives you the price.

2. Thay vé phai cia hai ham vao diéu kién d6, dugc mot phuong trinh chi c6 an P.
Substitute the right-hand sides of both functions into it, so you get one equation with only P
unknown.

3. Chuyén cac sb hang chira P sang mot vé, cac héng $6 sang vé kia, roi chia cho hé sb
ctia P dé ra Px.
Move the P terms to one side and the constants to the other, then divide by the coefficient of
P to get P

4. Thay P * vao ham ciu hodc ham cung dé ra Q.
Put P *into the demand or the supply function to get Q *.

5. Thay P * vao ham con lai dé kiém tra. Hai két qua phai tring nhau; 1éch 14 ban d4 tinh
sai.

Put P *into the other function as a check. The two results must match, if they differ, you
made an error.

Vi DU/ EXAMPLE — Thj trudng cam: Qd = 120 — 4P va Qs = 20 + 6P, v6i P tinh bang
nghin dong/kg va Q tinh bang tin. Cho Qd = Qs: 120 — 4P =20 + 6P = 100 = 10P = P* = 10
nghin dong/kg. Thay vao ham cau: Q* = 120 — 4 x 10 = 80 tan. Kiém tra bang ham cung: 20
+ 6 x 10 = 80 t4n, khép.

Orange market: Qd = 120 — 4P and Qs = 20 + 6P, with P in thousand dong per kg and Q in tonnes.
Set Qd = QOs: 120 — 4P = 20 + 6P = 100 = 10P = P+ = 10 thousand dong per kg. Into demand: Q *
=120 — 4 x 10 = 80 tonnes. Check with supply: 20 + 6 x 10 = 80 tonnes, which matches.

Khi chi cung hoic chi cau dich chuyén — When only supply or only demand shifts
Mot yéu to ngoai gia (thu nhap, cong nghé, thoi tiét...) lam ca dudng dich chuyén, tirc 1a
hang sb trong phuong trinh d6i. Ban giai lai ding cac budc trén v6i phwong trinh moi.
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A factor other than price (income, technology, weather) moves the whole curve, which means the
constant in the equation changes. You repeat the same steps with the new equation.

VI DU/ EXAMPLE — Ciu ting thanh Qd = 160 — 4P, cung giit nguyén. 160 — 4P = 20 + 6P
= 140 = 10P = P* = 14, Q+ = 160 — 56 = 104. Gi4 va luong déu ting so v6i 10 va 80. Néu
thay vao d6 cung ting thanh Qs = 50 + 6P va cau giit nguyén: 120 — 4P = 50 + 6P = Px =7,
Qx* =120 — 28 = 92. Gia gidm, lugng tang.

Demand rises to Qd = 160 — 4P, supply unchanged. 160 — 4P = 20 + 6P = 140 = 10P = Px= 14,
O#= 160 — 56 = 104. Both price and quantity rise from 10 and 80. If instead supply rises to Os = 50
+ 6P and demand stays: 120 — 4P = 50 + 6P = P+ =7, Q= 120 — 28 = 92. Price falls and quantity
rises.

Cung va cau cing dich chuyén — When supply and demand shift together

Khi ca hai dudong cung dich, mdi duong kéo két qua theo mot hudng. Néu hai lyc cing
huéng v6i mot bién thi bién d6 chic chin ddi theo huéng ay. Néu nguoc hudng thi két
qua phu thudéc duong nao dich manh hon, va khi khong biét d6 16n thi khong xac dinh
duoc.

When both curves move, each pulls the outcome in a direction. If the two forces push a variable
the same way, that variable surely moves that way. If they push opposite ways, the result depends
on which shift is larger, and without the sizes it cannot be determined.

Tinh hudng Gi4 cin bang Lwong cin biang
Case Equilibrium price Equilibrium quantity

Cau tang, cung ting Khong x4c dinh Tang chic chin
Demand up, supply up Indeterminate Rises for sure
Cau tang, cung giam Tang chic chin Khong xac dinh
Demand up, supply down Rises for sure Indeterminate
Cau giam, cung ting Giam chic chan Khong x4c dinh
Demand down, supply up Falls for sure Indeterminate
Céu giam, cung giam Khong xac dinh Giam chic chan
Demand down, supply down Indeterminate Falls for sure

VI DU/ EXAMPLE — C4 cau va cung cam cung ting. Truong hop 1: Qd = 160 — 4P, Qs =
50+ 6P = 110=10P = Px =11, Q*x =160 — 44 = 116. Gia tang tir 10 lén 11. Trudong hop 2:
cau chi ting nhe 1én Qd = 130 — 4P, cung van Qs = 50 + 6P = 80 = 10P = Px =8, Q* = 130
— 32 =98. Gi4 giam tir 10 xudng 8. Ca hai trudng hop luong déu ting (116 va 98 déu 16n hon
80), con gia di hai hudng khac nhau.

Orange demand and supply both rise. Case 1: Qd = 160 — 4P, Os = 50 + 6P = 110 = I0P = P+ =
11, O* =160 — 44 = 116. Price rises from 10 to 11. Case 2: demand rises only slightly to Qd = 130 —
4P, supply still Os = 50 + 6P =80 = 10P = P+= 8, Q=130 — 32 = 98. Price falls from 10 to 8. In
both cases quantity rises (116 and 98 both exceed 80), while price goes in different directions.

LOI HAY GAP / COMMON MISTAKE — Nhim dich chuyén dudng véi trugt doc theo
duong. Gia d6i thi chi trugt doc theo duong; duong chi dich khi mot yéu t6 ngoai gia doi.
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Confusing a shift of the curve with a move along it. A price change only slides you along a curve; the
curve shifts only when a factor other than price changes.

LOI HAY GAP / COMMON MISTAKE — Két luan chéc chin ca gia 13n luong khi hai
duong dich nguoc hudng. Dé khong cho do 16n thi phai tra 101 "khong xac dinh" cho mot
trong hai bién.

Claiming a firm answer for both price and quantity when the two curves shift in opposing directions.
If the sizes are not given, one of the two variables must be answered as indeterminate.

LOI HAY GAP / COMMON MISTAKE — Quén sira hang s6 khi duong dich, hodc dbi
nham hé sb cta P. Dich chuyén lam ddi héng s6; hé sb cua P d6i nghia 1a do dbc d6i, mot
chuyén khéc.

Forgetting to change the constant when a curve shifts, or changing the coefficient of P by mistake. A
shift changes the constant; changing the coefficient of P changes the slope, which is a different matter.

PHAI THUQC / MEMORISE — Gi4 can bang dén tir Qd = Qs. Cau hoic cung dich riéng 1&
thi cho két qua xéc dinh. Hai dudng cung dich thi chi mot bién chéc chin, bién con lai phu
thudc do 16n hai dich chuyén.

Equilibrium price comes from Qd = Qs. A single shift of demand or supply gives a definite result.
When both curves shift, only one variable is certain, and the other depends on the relative sizes of the
two shifts.

2.4. Xac dinh thi trwong: sin pham nao thudc cing mot thi truong — 2.4
Defining the Market: Which Products Compete with Each Other

Thi truong 1a nhém ngudi mua va ngudi ban ma gia bén nay kéo gid bén kia theo. Vi du:
quan ca phé dau ngd ting gia, khach sang quan bén canh, thi hai quan cing mot thi
truong. V& ding ranh gidi nay giup ban biét ai 13 d6i thu ciia minh va dudng ciu minh
gip nhay véi gia dén mirc ndo.

A market is the group of buyers and sellers whose prices pull on each other. For example, if the
coffee shop at the end of your lane raises its price and customers walk next door, the two shops

share one market. Drawing this boundary correctly tells you who your rivals are and how
sensitive the demand curve you face is to price.

Hai ranh giéi cin vach — Two boundaries to draw

Ranh giéi san pham dua vao kha ning thay thé ctia ngudi mua. Hai san pham 13 hang
thay thé (substitutes) khi nguoi mua ding moén nay thay mon kia cho ciing mot nhu cau,
nhu tra va ca phé budi sang. Thudc do 13 d6 co gidn chéo cia ciu (cross elasticity of
demand): phan trim thay d6i lugng cdu san pham B chia cho phan tram thay do6i gia san
pham A. Con s6 duong va 1én nghia 1 hai mén thay thé sat nhau.

The product boundary rests on how easily buyers can substitute. Two products are substitutes
when a buyer can use one in place of the other for the same need, like tea and coffee at
breakfast. The measure is the cross elasticity of demand: the percentage change in the quantity

demanded of product B divided by the percentage change in the price of product A. A large
positive number means the two are close substitutes.
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Ranh giéi dia 1y xac dinh nguoi mua di duoc bao xa dé mua hang. Hang ning, cong kénh,
cudc van chuyén cao thi thi truong hep. Hang nhe, gia tri cao, giao qua mang thi thi
truong rong, c6 khi phu ca nudc.

The geographic boundary sets how far buyers will travel, or goods will be shipped, to buy.

Heavy, bulky goods with high freight costs have narrow markets. Light, high-value goods
delivered online have wide markets, sometimes covering a whole country.

Cac buéce vach ranh gioi — Steps to draw the boundary

1. Chon san pham gbc, nhom khach mua né va khu vuc xuat phat.
Pick the starting product, the customers who buy it and the starting area.

2. Hinh dung gi4 san pham d6 ting khoang 5% va giir & muc cao trong thdi gian dai.
Imagine the price of that product rising about 5% and staying there for a long time.

3. Hoi khach s& di dau. Liét ké cac san pham ho chuyén sang va nhiing noi ban xa hon
ma ho chiu tdi.
Ask where customers would go. List the products they would switch to and the farther sellers
they would be willing to visit.

4. Po muc chuyén béng dd co gian chéo hoac s6 liéu ban hang. Néu khach roi di nhiéu
dén muc viéc tang gid lam hang mét loi nhuén, hay dua san phém hoac khu vuc @6
vao thi truong.

Measure the switching with cross elasticity or sales data. If enough customers leave that the
price rise cuts the firm's profit, add that product or area to the market.

5. Lap lai v6i nhoém vira mo rong. Dung khi tang gid 5% dem lai 101 vi khach khong con
chd nao du gan dé chuyén. Ranh giéi ndm ¢ do.
Repeat with the enlarged group. Stop when a 5% price rise pays off because customers have
no close alternative left. That is the boundary.

VI DU/ EXAMPLE — Hing Sic Cam va hing Lam Xanh déu ban nudc ngot c6 ga. Khao sat
cho thay nhiéu ngudi chi uéng mot hiéu va noi s& khong ddi. Sau d6 Sac Cam ting gia 10%,
con lugng ban ctia Lam Xanh ting tir 200 nghin 1én 230 nghin chai mdi thang. Lurgng ting 30
nghin trén 200 nghin, tc 15%. Do co gidn chéo = 15% : 10% = 1,5. S6 nay dwong va 16n hon
1, nén da s6 ngudi mua san sang doi khi gia 1éch. Nhom trung thanh van ¢ lai, nhung hai hing
van cung mt thi truong. Néu luong ctia Lam Xanh chi ting 1én 202 nghin (1%), d6 co gidn
chéo chi 0,1 va hai hiang khé coi 1a ddi thu truc tiép.

Two firms, Orange and Blue, both sell carbonated soft drinks. A survey shows many people drink only
one brand and say they will not switch. Then Orange raises its price by 10%, and Blue's sales rise
from 200 thousand to 230 thousand bottles a month. The increase is 30 thousand out of 200 thousand,
or 15%. Cross elasticity = 15% + 10% = 1.5. It is positive and above 1, so most buyers are willing to
switch when prices drift apart. The loyal group stays put, but the two firms are still in one market. If
Blue's sales had risen only to 202 thousand (1%), cross elasticity would be just 0.1 and the two would
hardly count as direct rivals.

Vi DU/ EXAMPLE — Nha may xi ming ban tai cong 1,5 tridu dong mot tin. Cude chd 800
km 13 0,6 triéu ddng mot tan, nén khach & xa phai tra 2,1 triéu dong. Nha may dia phuong ban
1,6 tridu dong. Khach & ¢ khong mua hang tir xa, nén nha may xa khong thudc thi truong
cua ho. Thi truong xi mang vi vy chia theo viung, khong theo ca nudec.
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A cement plant sells at its gate for 1.5 million dong a tonne. Freight over 800 km costs 0.6 million
dong a tonne, so a distant buyer pays 2.1 million dong. A local plant sells at 1.6 million dong. Buyers
there do not buy from the distant plant, so it is outside their market. The cement market therefore
splits by region, not by country.

LOI HAY GAP / COMMON MISTAKE — Coi khach trung thanh 14 bang ching cta doc
quyén. Piéu quyét dinh 12 da s6 ngudi mua c6 ddi khi gia 1éch hay khong, chir khong phai vai
ngudi khong doi.

Treating loyal customers as proof of monopoly. What decides it is whether most buyers would switch
when prices drift apart, not whether a few never would.

LOI HAY GAP / COMMON MISTAKE — Vach thi truong theo tén hang hay nhan mac
thay vi theo cong dung. Hai san pham khac tén van ciing thi trudng néu phuc vu cliing nhu cau
v6i gia gan nhau.

Drawing the market by product name or label instead of by use. Two differently named products share
a market if they serve the same need at similar prices.

LOI HAY GAP / COMMON MISTAKE — Quén dja ly. Hang chiém 80% ca nu6c van co
thé chi chiém 20% & mot vung, hodc nguoc lai.
Forgetting geography. A firm with 80% nationwide may hold only 20% in one region, or the reverse.

PHAI THUQC / MEMORISE — Thi truong gdom moi san pham va khu viyc ma da sé ngudi
mua sin sang chuyén sang khi gia 1éch. Do co gidn chéo dwong va 16n 1a dau hiéu hai san
pham cung thi truong.

A market includes every product and area that most buyers would switch to when prices drift apart. A
large positive cross elasticity signals that two products share a market.

2.5. Thiing dw tiéu dung, thing dw sian xuit va tong phic loi — 2.5. Consumer
Surplus, Producer Surplus and Total Welfare

Hay hinh dung ban ban bat pho. Mot nguoi sin long tra téi da 35 nghin dong, nhung
quéan chi lay 25 nghin. Nguoi d6 101 10 nghin so véi muc ho chip nhan. Phan 10i 4y goi 1a
thang du tiéu dung (consumer surplus): gia toi da ngudi mua sin 1ong tra trir gia ho thuc
tra.

Picture a bowl of noodle soup. One customer would pay up to 35 (thousand dong), but the shop

charges 25. That customer gains 10 over what they were prepared to give up. This gain is
consumer surplus: the highest price a buyer would accept minus the price actually paid.

Nguoi ban ciing ¢6 phan 10i twong tw. Néu chi quan chi cin 12 nghin dé chiu ban mét bat
(tic chi phi bién cua bat d6) méa nhan 25 nghin, phan chénh 13 nghin 13 thing du san xuat
(producer surplus): gia thyc nhan trir gia t6i thiéu nguoi ban chip nhan. Tong hai loai
thang du 13 tong phuc 1oi (total welfare), ttrc tong loi ich rong ma viéc trao ddi tao ra cho
xa hoi.

Sellers gain too. If the owner needs only 12 to be willing to sell a bowl and receives 25, the extra

13 is producer surplus: the price received minus the lowest price the seller would accept. The
two surpluses added together make total welfare, the net benefit that trade creates for society.
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Tir tirng ngwoi dén ca thi trwomg — From single buyers to the whole market

Gia sur gia thi truong 1a 25. Ba ngudi mua san 1ong tra 35, 28 va 22. Hai ngudi dau mua,
thang du 1an luot 10 va 3. Ngudi thir ba khong mua vi 22 thap hon 25, nén thing du bang
0. Ba ngudi ban ¢6 mirc chap nhan tdi thiéu 12, 18 va 27. Hai ngudi dau béan, thang du 13
va 7. Nguoi thr ba bi loai.

Say the market price is 25. Three buyers would pay 35, 28 and 22. The first two buy, with
surpluses of 10 and 3. The third stays out because 22 is below 25, so their surplus is zero. Three

sellers need at least 12, 18 and 27. The first two sell, with surpluses of 13 and 7. The third is shut
out.

Téng thing du tiéu dung 1a 10 + 3 = 13. Tong thing du san xuét 1a 13 + 7 = 20. Tong
phuc loi 14 33. Khi ¢6 rat nhidu ngudi mua va ban, cac bac thang nay muot thanh dudng
cau va duong cung, con phép cong trd thanh tinh dién tich.

Consumer surplus totals 10 + 3 = 13. Producer surplus totals 13 + 7 = 20. Total welfare is 33.

With very many buyers and sellers, these steps smooth into the demand and supply curves, and
the addition becomes an area calculation.

Cach tinh trén dd thi tuyén tinh — Calculating on a linear graph

Puong cau doc xudng, dudng cung dbc 1én, gip nhau tai gia cAn bang P * va luong cin
bang Q+. Thing du tiéu dung 13 tam giidc nam dudi duong ciu va trén dudng gia Px.
Thang du san xuat 13 tam giac ndm trén dudng cung va dudi dudng gia Px.

The demand curve slopes down and the supply curve slopes up, meeting at equilibrium price P *
and equilibrium quantity Q* Consumer surplus is the triangle under the demand curve and

above the price line P+ Producer surplus is the triangle above the supply curve and below the
price line P+

Can chuan bi ham ciu va ham cung, ciing gia tran ciia cau (gia khi lugng bang 0, con goi
1a gia chin) va gia san ctia cung (gia cung khi luong bang 0). Mubn ¢ hai muc gia nay,
ban viét gia theo lugng rdi cho Q = 0.

You need the demand and supply functions, the demand choke price (the price when quantity is

zero) and the supply intercept price (the supply price at zero quantity). To get them, write price
as a function of quantity and set Q = 0.

1. Giai hé Qd = Qs dé tim P * va Qx.
Solve Qd = Qs to find P * and Q *.

2. P6i hai ham sang dang P theo Q, 1di thay Q = 0 dé ldy gia chin ctia ciu va gia cung
tai Q =0.
Rewrite both functions as P in terms of Q, then set Q = 0 to get the demand choke price and
the supply price at zero quantity.

3. Tinh thing du tiéu dung bang nira ddy nhén cao, v6i ddy 1a Q * va cao 14 gia chan trir
Px.
Compute consumer surplus as half of base times height, where the base is Q * and the height
is the choke price minus P *.
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