, mavrginal crosses
AVINAG € at Mimimum

. margina| belas |, avevage
. mavginal abwe ,aerage T



shovt ~Run versus Long-Kan
Costs %

. the long vun , a fivm's
fixed cost becomes
a Variable |t can ChooSe

i

. lonqg-run aveyage totn/
cost cuvve : relationship

between oulput and
aveyage fofal| CoStT When
fixed cost Ras been

chosen to minimre Akrage
tota| cost for ach output
P e —————




Adecvaas ng

GSI'\
’Y":.gtﬁhg ."1, returns +eo
g AA— Scale Stale
| '

constanl veturns
' to Scale
g
shap e of (ohg-yun AVerage

total cost curve: U-Shaped

[ : it



inoveasing returns fo Sale :
as output (ncreases long—

vus avevage total co st
declines

. increased specalieation
. large jnitial selup cost
¢q. in electricity Jenerating
aute manyfacturing

. nefwork exlevnalities ,
2.9, Softwar<




decreasing  Yeturns +to Scale -
as {;’rms qrow in S:’ze,
become move aLiffr'ca(i'

to0 co-ordingfe cand to
ov9anize theiv actingies

~ Constant refuvns to Scale :
scale ov output has ho

| e-ffec'f on 4 f;vms (ong~
run awvage fetal cost




r_ﬁé__zﬁ 7’er/¢ctfﬂ/h/62‘2i‘/bl¢,

and the Sapply curve

1



















