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a In ShortRun If themarketpriceincreases from P to P

thefirmwillchanges itsoutput tomaximizeprofit

Eg will change from A to B where the firmwill producemore

from Q to Q and satisfy the eq conditions

1 MR Q P MC Q

2 SlopeMRla O C slope MCQ1

In LongRun

Eqwill change from A to C where the firmwill producemore

from a to Q2and satisfy the eq conditions

1 MR Q2 LRMCQ2

2 SlopeMR Q2 C slope LRMC Az



c LRProfit at Q is not maximum
because at a MRCQ 7 LRMCCQ

Profit is maximized at Q2where MR Q2 LRMC Q2
and slopeMR Q2 C slope LRMC Q

oLRProfit atQ2 LR Profit at Q

SR Profit atQ


