Effects of decline in AD if other firms don’t AP. Shift in demand is small; MC doesn’t
change. Lost profit is small triangle bounded by MR’, MC, and Q,,.

P;
MC
\
\
\
P \ ena eO
0 AN
P A ¢
ANEAN
NERN
AN

N7

Qna Qa Qo
Qi

Effects of decline in AD if other firms do AP. Shift in demand is large; MC shifts down. Lost
profit is large triangle bounded by MR’, MC’, and Q,,.
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