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General background

» Profit=TR -TC
» Accounting profit = TR - Explicit costs

» Economic profit = TR - Explicit costs — Implicit
costs
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Perfect competition model assumptions

» Large number of buyers and sellers

» All goods are homogeneous

» No barriers to market entry

» Producers and consumers are perfectly informed
» Companies goal is profit

» Consumers goal is utility maximizing

» Firms are price takers
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Perfectly competitive market, firm
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Decision-making firms in the SR
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The company minimizes loss continuing

INn production

Ké

min. ztrata

NI

*+)
)

. 3
i * * 'Y i
ig ** * '* L; Z
MINISTERSTVO SKOLST\/I oP
[~ 4 fondeR EVROPSKA UNIE  MLADEZE A TELOVYGHOV

pro konkurenceschopnost OBRANY

INVESTICE DO ROZVOJE VZDELAVANI

\ FC

\m




Perfectly competitive firm industry in SR
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The balance In the short run

(a) the company (b) market
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Optimal output perfectly competitive firm
In the long run
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LIS curve in constant input prices

a) firma b) trh
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LIS curve Iin increasing input prices
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LIS curve in declining input prices

a) firma b) trh
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Producer surplus in the short run
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All producers surplus in the short run
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Thank you for your attention
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