Lecture 18

» Choosing output in the short-
run

« Competitive firm’s short-run
supply curve

» Market supply curve in the
short-run




Short-Run Profit Maximization

 Conditions:

* Producer surplus: (Figure 8.10)

MC=Pand P > AVC

 Examples:
Figures 8.3 and 8.4
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Short-Run Supply Curves

* For an individual firm:
— Each firm’s MC where MC is above AVC
(Figure 8.5)
— Shifts of a firm’s supply curve
+ Change of input prices (Figure 8.6)
» Change of capacity requirement (Figure 8.7)
* For an industry:
— Horizontal summation of individual supply
curves
— Elasticity: Eg = (dQ/Q)/(dP/P)
— Firms with lower MC’s enter the market first
(Example 8.3)




Exercises

- Q3
- Q4
* Q5
- Q6
- Q7




