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In short run : output increases from Q* to Q
'

In long run : output increases from Q* to Q
,

profit received in Long Run

- profit received in short Run

At Q
'

,

LR profit > SR profit since LRAC is lower than SRAC
.

However
,

the profit at Q
' is not maximum in LR because

MRCQ
'

) > LRMCIQ
'

)
.

Profit is maximized at Q, where

MRCQ , ) = LRMccoy ) and slope MRIQ, ) slope LRMCCQ, ) .

•

°

.
LR profit at Q, > LR profit at Q

'

SR profit at Q
'


