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long run

short run

Df, = AR;MR,
=P
,

Q' Q1

SR : output from Q* to Q
'

I increase )

LR : output from 0¥ to Q
, ( increase )

LR 's profit 7 SR 's profit

because : firm has fixed input in SR ( able /protentioll to produce
to just Q !

On the other hand , in LR , the firm can change any input , leading
to be able to produce at Q , I Q , I Q

'
)

.
: increase in production = higher cost

However
,
the cost is not too much comparing to the

profit gained by the firm .


