Dr. Anderson’s Supplemental Notes/Comments for 4-1-2004
Slide 3: Notice that in this case the TC curve is rising throughout this range.  This implies that the corresponding MC curve will be rising as well.
Slide 8: Beware of confusing this ‘efficient scale’ notion with the different concept of the ‘profit maximizing level of output’.  We need info about the revenue side BEFORE we can say anything about profit.  There is no “best” quantity of output in a picture like this (since we don’t know what the selling price is).
Slide 21: Economies of scale:

Results from several different factors, including the role of specialization and the division of labor; indivisibilities in production (e.g., manufacturing process requires the use of some fixed cost item); the greater efficiency sometimes associated with big machines; and economies involving organization (a larger organization sometimes produce at a lower per-unit cost).  
Diseconomies of scale:

Similarly, sometimes bigger isn’t better; it’s worse.  Diseconomies of scale may or may not be undertaken by a particular firm; just because a particular level of output happens to be in the range of diseconomies of scale doesn’t mean that level of output is inconsistent with profit maximization

