Slides 1 and 2: No note.

Slide 3:  The term ‘firm’ just means the same thing as ‘producer’ in this context.  But note that economists sometimes use the word ‘firm’ to refer to a production organization based on contract.  In the real world, sometimes production occurs in the context of a ‘firm,’ and is sometimes merely the output of an individual.

Slide 4: Usually when reporters or news commentators use the term “profit”, they mean “accounting profit”.  
Slide 5: We must distinguish between two types of opportunity cost: costs from factors NOT owned by the firm (e.g., wages of employees), and costs from using factors that ARE owned by the firm.  Both types are important, but the latter (in which there is no convenient record of checks written with which to track the costs).

Also, remember that historic costs and ‘the cost of replacement’ are irrelevant to choice, and hence are not opportunity costs.

Slide 6: We don’t ordinarily encounter examples of real companies ‘earning’ negative economic profit because those firms have either gone bankrupt, or else never started up in the first place.

Slide 7: In other words, a PRODUCTION FUNCTION is a technological relationship expressing the maximum quantity of a good attainable from different combinations of factor inputs. Production functions tell us just how much output we can produce with varying amounts of factor inputs.

Slide 8: Be careful not to confuse DMP with the Total Product.  For instance, the marginal product is falling, total product may still be rising.  Don’t allow yourself to be ambushed by confusing the two concepts on the test.

Slides 9 and 10: No note.

Slide 11: Realize that while the Total-cost curve necessarily must rise, the rate at which it rises might be rising, falling, or constant.

Slide 12: The key issue is, how much time is available for adjustment?  If there is enough time available, any conceivable productive input could be variable.  [Hence, we assume that in the Long Run, all  costs are variable.]

Slides 13-18: No note.

