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Modelling the producer:

Production, Costs, and supply
decisions
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Figure 9-2: The Production Function
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Short-Run Production

* In the short run, the firm’s production
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—where g is output, . is workers, and K is the fixed
number of units of capital.
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TP, AP, MP
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Observations on TP, AP, and MP
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Costs of Production in the Short Run

TC, FC, and VC
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Table 7.1 Variation of Short-Run Cost

with Output
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Nature of Cost Curves
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Relationship be{gween AC and MC
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Relationship between AVC and AP,
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Summary: The Relationship Between AP, MP, AVC, and MC
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