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?⃝ Consumer Theory
→ Consumer 's utility maximization .

• IC → Ucx
, y ) : slope is MRS .

• Budget line : slope is
-E
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→ Applications :

- Income changes
y slope

-
Price of good changes > cxqy')
↳ income effect
↳ substitution effect

} Hides IanApproach .
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Consider U-max problem .

Suppose Px increases
, everything else

constant . Identify IE & SE
.
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U -max → Derive demand

curve .
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② Prodnctiontheory
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. Production : D= f-CL) .
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• Cost : C = CCQ )
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Ac : Arc , AFC .

•¥ : Production : @ = FCL , K)
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Cost - Minimization Output - Maximian .
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Least- cost combination

↳ Derive LRRTC , LRAC,
LRMC



Costs
LRMC

LRAC

min AC :
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③ Market structure .f comp-:÷.

•
Firm : Max IT =④ Q - TCCI)

a
product?

•
Perfect competition : p =P .

• Monopoly ! P = PCQ)
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Market Firm

•

IT-Max : P = MC .

↳ Given different price ,

we can derive the firm 's

supply curve .

• LR : 1=3 =
min LRAC =P

Allactive efficiency#Éf.



Moriopoy - faces the entire demand
P
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A-max : MR = MC
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Qin < ai → Allocating
inefficient
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LR : P > min LRAC

⇒ Productively Inefficient .



④ Fdeet
* Competitive factor mkt .
(
① competitive output mkt

② monopoly -

Copp!? ÷ MFC = MRR = v.ME

⇒ w = Px MPL

MIopIy : MFC = MRR

→ w = MRR
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