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Plan

ECON 1101 Lecture 9.3

1. Short Run Supply curve of firm

2. Long Run Supply curve of firm

3. Long Run supply of competitive industry

4. Short Run Supply of competitive industry
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Costs

ECON 1101 Lecture 9.3

1. Short Run Supply curve of FIRM
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Costs

Introduction

In EconLand S1 - S10 had very easy decisions: produce or don’t
produce, but can only produce one unit

With S11, S12 and S13 its not that simple since they have varying
costs, can produce more than unit, etc

We now need to assume how firms act, and we assume they are profit
maximizers

Profit maximization - firms will produce a quantity such that their
profits (= Revenue - Total Cost) are as high as possible given a price

Given a price: because we are in competitive markets (where firms are
price takers)
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Costs

Short Run Supply of Firms

To figure out supply of firm (S11) we need to find the quantity that
maximizes profit

Suppose price = 7
Profit = Revenue - TC (where revenue is P*Q)
From previous analysis we know TC, lets derive Rev, profit and MR
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Costs

Short Run Supply of Firms
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Costs

Optimal quantity
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Costs

Optimal quantity
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Costs

Supply firm: Short Run and Long Run
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Short Run Supply of the Firm

Short Run Supply: Rule
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Short Run Supply of the Firm

Short Run Supply Curve
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Short Run Supply of the Firm

Short Run Supply Curve

Maria Rodriguez (UofM) Theory of the Firms: Supply October 22, 2013 12 / 30



Short Run Supply of the Firm

Short Run Supply Curve
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Long Run Supply Curve of a Firm

Long Run Supply: Rule
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Long Run Supply Curve of a Firm

Long Run Supply
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Long Run Supply Curve of a Firm

Long Run Supply
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Long Run Supply of Competitive Industry

Long Run Supply of Industry (competitive - free entry)
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Long Run Supply of Competitive Industry

Long Run Supply of Industry (equilibrium)
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Long Run Supply of Competitive Industry

Long Run Supply of Industry
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Long Run Supply of Competitive Industry

Long Run Supply of Industry
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Long Run Supply of Competitive Industry

LR Supply of Industry... Deriving the equil
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Long Run Supply of Competitive Industry

LR Supply of Industry... Change in Demand
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Long Run Supply of Competitive Industry

LR Supply of Industry... Change in Demand
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Short Run Supply of the industry

SR Supply of Industry
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Short Run Supply of the industry

SR Supply of Industry
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Short Run Supply of the industry

SR Supply of Industry
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Short Run Supply of the industry

SR Supply of Industry
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Short Run Supply of the industry

SR Supply of Industry
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Short Run Supply of the industry

SR Supply of Industry

Maria Rodriguez (UofM) Theory of the Firms: Supply October 22, 2013 29 / 30



Short Run Supply of the industry

SR Supply of Industry
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