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in economics the short run is defined as a period during which at least one factor of production is fixed,
typically capital, while other inputs like labor can be varied. This concept is fundamental in economic theory as
it helps distinguish between different time horizons in production and cost analysis. Understanding the short run
allows economists and businesses to analyze how firms respond to changes in demand, prices, and other market
conditions without fully adjusting all resources. The short run contrasts with the long run, where all inputs
can be varied and firms can enter or exit the market freely. This article delves into the precise economic definition
of the short run, its implications for firm behavior, cost structures, and market dynamics. It also explores
related concepts such as fixed and variable inputs, short-run costs, and the limitations faced by firms
operating within this timeframe. The following sections provide a comprehensive overview of these key aspects.

Definition of the Short Run in Economics

Fixed and Variable Inputs in the Short Run

Short-Run Production and Costs

Firm Behavior and Market Implications in the Short Run

Comparison Between Short Run and Long Run

Definition of the Short Run in Economics

The short run in economic theory is defined as a period during which at least one factor of production remains
fixed. Unlike the long run, where firms have the flexibility to adjust all inputs, the short run constrains firms
to operate with some fixed resources. This temporal distinction is critical for analyzing production decisions
and cost management. The fixed input is often capital, such as machinery, buildings, or land, which cannot be
changed immediately due to time or financial constraints. Other inputs, like labor and raw materials, are
considered variable in the short run because firms can adjust their quantities relatively quickly.

In essence, the short run provides a framework for understanding how firms optimize output and costs when
only partial adjustments to production factors are possible. This concept is widely applied in microeconomic
models to study supply responses, pricing strategies, and profit maximization under limited flexibility.

Fixed and Variable Inputs in the Short Run

Key to the short-run analysis is the distinction between fixed and variable inputs. Fixed inputs are production
factors that cannot be altered in the short run, while variable inputs can be changed to meet production needs.

Fixed Inputs

Fixed inputs typically include capital goods such as buildings, machinery, and land. These inputs require time and
significant investment to modify, making them unchangeable in the short run. Because these resources are fixed,
firms face constraints on how much they can expand or reduce production capacity during this period.

Variable Inputs

Variable inputs, on the other hand, are inputs like labor, raw materials, and energy that firms can adjust more



quickly. Increasing or decreasing these inputs allows firms to respond to short-term changes in demand or
market conditions without altering their fixed capital base.

Examples of Fixed and Variable Inputs

Fixed Inputs: Factory buildings, heavy machinery, land leases

Variable Inputs: Hourly workers, electricity usage, raw materials

Short-Run Production and Costs

Production and cost functions in the short run are profoundly affected by the presence of fixed inputs. Firms
must consider how changes in variable inputs influence output and costs when fixed inputs remain constant.

Short-Run Production Function

The short-run production function illustrates the relationship between variable inputs and output, holding
fixed inputs constant. Typically, increasing variable inputs like labor leads to increasing output, but only up
to a point due to the law of diminishing marginal returns. This law states that adding more of a variable input
to a fixed input will eventually result in smaller increases in output.

Short-Run Cost Structure

Costs in the short run are divided into fixed costs and variable costs:

Fixed Costs: Expenses that do not change with output levels, such as rent or depreciation on equipment.

Variable Costs: Costs that vary directly with output, such as wages for hourly labor and raw
materials.

Total cost in the short run is the sum of fixed and variable costs. Understanding these cost components helps
firms determine optimal production levels and pricing strategies within the constraints of fixed inputs.

Short-Run Marginal and Average Costs

Marginal cost (MC) represents the additional cost of producing one more unit of output, while average cost
(AC) is the total cost divided by the number of units produced. In the short run, marginal cost typically
decreases initially due to increasing returns to the variable input but eventually rises due to diminishing
returns. This behavior influences firm decisions regarding output levels and profitability.

Firm Behavior and Market Implications in the Short Run

Firms operating in the short run face unique challenges and opportunities due to their limited ability to adjust
all inputs. Their behavior in terms of production, pricing, and supply response is shaped by the short-run
framework.



Production Decisions

In the short run, firms decide how much to produce by comparing marginal costs to marginal revenue. Because
fixed inputs cannot be changed immediately, firms focus on optimizing the use of variable inputs to maximize
profits or minimize losses under current market conditions.

Supply Curve in the Short Run

The firm's short-run supply curve is derived from its marginal cost curve above the average variable cost. This
curve reflects the quantity of output a firm is willing to supply at different prices, considering the
constraints imposed by fixed inputs.

Short-Run Profitability

Profit levels in the short run depend on the relationship between total revenue and total costs, including fixed
costs. Firms may experience profits, losses, or break-even points but must cover variable costs to continue
operating. If market prices fall below average variable costs, firms may shut down temporarily until
conditions improve.

Comparison Between Short Run and Long Run

Understanding the distinction between the short run and the long run is crucial for economic analysis and
business strategy.

Input Flexibility

While the short run involves at least one fixed input, the long run allows all inputs to be variable. This
flexibility enables firms to adjust capital, labor, and technology fully in response to market changes.

Entry and Exit of Firms

In the short run, the number of firms in the market is fixed. However, in the long run, firms can enter or exit the
industry based on profitability, influencing market supply and prices.

Cost Implications

Long-run costs differ from short-run costs because firms can achieve economies of scale by adjusting all
inputs. Short-run costs include unavoidable fixed costs, whereas in the long run, firms can minimize average
costs by optimizing the input mix.

Summary of Differences

Input Adjustability: Partial in short run, full in long run1.

Fixed Costs: Present in short run, absent in long run2.

Firm Entry/Exit: Restricted in short run, allowed in long run3.



Cost Structures: Short-run costs include fixed costs; long-run costs reflect optimal input4.
combinations

Frequently Asked Questions

In economics, how is the short run defined?

The short run in economics is defined as a period in which at least one factor of production is fixed, while
others can be varied.

What distinguishes the short run from the long run in economics?

The short run is characterized by having at least one fixed input, such as capital, whereas in the long run all
inputs can be varied.

Why is the short run important in economic analysis?

The short run is important because it helps analyze how firms respond to changes in demand or costs when they
cannot adjust all inputs immediately.

Can firms change their capital stock in the short run?

No, in the short run, capital stock is typically fixed and cannot be changed; only variable inputs like labor can
be adjusted.

How does the short run affect production decisions of a firm?

In the short run, firms make production decisions based on variable inputs while considering that some inputs
remain fixed, affecting their cost structures.

What role do fixed and variable costs play in the short run?

In the short run, fixed costs remain constant regardless of output, while variable costs change with the level
of production.

Is the short run the same length of time for all firms?

No, the duration of the short run varies depending on the industry and the nature of the fixed inputs involved.

How does the concept of diminishing marginal returns relate to the short
run?

Diminishing marginal returns occur in the short run when adding more of a variable input to a fixed input results
in progressively smaller increases in output.

Can firms make profits in the short run if they have fixed costs?

Yes, firms can make profits in the short run if their total revenue exceeds total costs, including fixed costs;
however, they may also incur losses if revenues are insufficient.



Additional Resources
1. Microeconomics: Principles, Problems, & Policies by Campbell R. McConnell, Stanley L. Brue, and Sean M. Flynn
This comprehensive textbook introduces fundamental economic concepts, including the distinction between the
short run and long run in economics. It explains how firms make production decisions when some inputs are fixed
in the short run, affecting supply and pricing. The book uses real-world examples to illustrate how short-run
constraints impact market behavior and firm strategy.

2. Intermediate Microeconomics: A Modern Approach by Hal R. Varian
Varian’s text delves into the theoretical underpinnings of microeconomics, offering detailed analysis of how
firms operate under short-run conditions. It explains the concept of fixed and variable inputs and how these
affect cost structures and output decisions. The book is well-known for its rigorous mathematical approach
balanced with intuitive explanations.

3. Principles of Economics by N. Gregory Mankiw
Mankiw’s widely used textbook covers the short run as a period during which some production factors are
fixed, impacting supply responses and market equilibrium. The book provides clear definitions and graphical
illustrations to help students understand the implications for pricing and output. It also connects short-run
concepts to broader economic principles and policy discussions.

4. Managerial Economics by William F. Samuelson and Stephen G. Marks
This book focuses on applying economic theory to managerial decision-making, emphasizing the short run as a
period with fixed inputs that constrain production flexibility. It discusses how managers optimize costs and
revenues when some factors cannot be changed immediately. Practical case studies help readers grasp how
short-run economic concepts influence business strategy.

5. Economics: Theory and Applications with Calculus by Jeffrey M. Perloff
Perloff’s book offers an analytical treatment of short-run economic concepts, explaining how firms face fixed
inputs and how this shapes production and cost functions. The text integrates calculus to model short-run
behavior, making it suitable for readers with a quantitative background. It also examines market structures
and their implications for short-run supply.

6. Advanced Macroeconomics by David Romer
While primarily a macroeconomics text, Romer’s book explains the short run in the context of aggregate supply
and demand, emphasizing sticky prices and wages. It explores how short-run fluctuations differ from long-run
economic growth and the resulting policy challenges. The book is essential for understanding the broader
economic environment in which short-run decisions occur.

7. Microeconomic Theory by Andreu Mas-Colell, Michael D. Whinston, and Jerry R. Green
This advanced text provides a rigorous mathematical framework for analyzing short-run production decisions.
It details how firms optimize output when some inputs are fixed and how cost functions are derived in the short
run. The book is ideal for graduate students seeking deep theoretical insights into production and cost.

8. Economics of the Public Sector by Joseph E. Stiglitz
Stiglitz discusses short-run economic concepts in the context of government policies and their immediate effects
on markets. The book explains how fixed factors in the short run influence taxation, public spending, and
regulation outcomes. It blends microeconomic foundations with public economics applications.

9. Industrial Organization: Contemporary Theory and Empirical Applications by Lynne Pepall, Dan Richards, and
George Norman
This book examines short-run decisions within firms and industries, focusing on production constraints and cost
structures. It discusses how firms behave in the short run under different market conditions and the implications
for competition and market performance. Empirical examples highlight the relevance of short-run analysis in
industrial organization.
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the economic problems confronted by the people as consumers, producers, factor owners, and
marketers has been provided in the first edition of this book. In this new edition, some important
contributions have been to the subject matter of the Engineering Economics to make its scope more
comprehensive. Primarily, a new Part, i.e., Part V, has been added to this revised edition containing
two new chapters: Ch. 21: Cash Flows, Investment and Equivalence, and Ch. 22: Time Value of
Money. The purpose of Ch. 21 is to analyse how cash flows and investments made by the business
firms affect the economy and create opportunities for further investments. And Ch. 22 highlights the
reasons for change in the value of money and its effects on business transactions. The second
important contribution to this revised edition is the addition of twelve Case Studies to economic
theories of the relevant chapters. The objective of adding Case Studies to the book is to illustrate
how economic theories can be and are applied to test their theoretical validity and to test the
efficacy of managerial decisions. Incidentally, the Case Studies have been provided by some reputed
academic faculties. In addition, in the revision of the book, some additional interpretations have
been added to the explanation of economic theories presented in different chapters. In Ch. 30, the
analysis of the ';monetary policy' has been almost rewritten with additional proofs. Also, the data
given in different Chapters to show the periodic economic changes have been updated. Besides,
some extra questions have been added to the Review Questions of some chapters.
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D.N., Managerial Economics has stood the test of time for the last 45 years because of the quality of
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textbooks on economic theory and econometrics and highlights the powerful connection between
economic theory and empirical analysis perfectly through examples on rigorous experimental design.
The use of data sets for estimation derived with the Monte Carlo method helps facilitate the
understanding of the role of hypothesis testing applied to economic models. Topics covered in the
book are: consumer behavior, producer behavior, market equilibrium, macroeconomic models,
qualitative-response models, panel data analysis and time-series analysis. Key econometric models
are introduced, specified, estimated and evaluated. The treatment on methods of estimation in
econometrics and the discipline of hypothesis testing makes it a must-have for graduate students of
economics and econometrics and aids their understanding on how to estimate economic models and
evaluate the results in terms of policy implications.
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thoughts and applications on the subject with timely revisions to stay up-to-date all the time. Since
its first edition, it has provided complete, comprehensive and authentic text on micro and macro
aspects of managerial economics. It has now been revised thoroughly with added interpretations of
economic theories and concepts and their application to managerial decisions. NEW IN THE
EIGHTH EDITION • Summary at the end of each chapter for quick recap • One complete new



chapter; several new sections Some New Important Sections • ‘Derivation of Demand Curve with
Changing Marginal Utility of Money’, and ‘Why Demand Curve Slopes Downward to Right’ •
‘Expansion Path of Production’ and ‘Equilibrium of Multi-plant Monopoly’ • ‘Theory of Interest Rate
Determination’ and ‘Monetary Sector Equilibrium’ • ‘Current Foreign Trade Policy of India’ and
‘Current Role of the IMF’ • ‘Monetary Policy’ and ‘Current Scenario of CSR in India’
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A user-friendly problem-solving approach to managerial economics, with a focus on the
transformative effects of the digital revolution.
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Science, Moves On To Basic Economic Problems Of Individuals, Firms And The Society Focusin
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  in economics the short run is defined as: Microeconomics: Theory And Applications D.
N. Dwivedi, 2002-09 This book is intended to be a comprehensive and standard textbook for
undergraduate students of Microeconomics. Apart from providing students with sufficient study
material for examination purpose, it aims at making them understand economics. An effort has been
made to explain abstract and complex microeconomic theories in a simple and lucid language
without sacrificing analytical sophistication. The subject matter has been structured in a systematic
manner without leaving gaps for the readers to fill in. Though the approach is non-mathematical,
simple algebra has been used to give a concrete view of economic concepts and theories and to show
the applicability of economic theories in decision making.
  in economics the short run is defined as: A Modern Guide to Rethinking Economics
Louis-Philippe Rochon, Sergio Rossi, 2017-04-28 Since the beginning of the 21st century, there has
been an unprecedented move towards ‘rethinking economics’. This book contributes to this
worldwide discussion by providing readers at all levels with thoughtful contributions on a range of
economic topics. The book includes chapters on rethinking fiscal and monetary policies,
international trade, the role of the state, money, growth, the environment, development policies,
energy, healthcare and more. Written by top experts in their respective fields, this book will be
useful to students and faculty who want to not only rethink economics, but also to offer an
alternative and coherent economic analysis to the orthodoxy.
  in economics the short run is defined as: Classical versus Neoclassical Monetary
Theories Will E. Mason, William N. Butos, 2012-12-06 Classical Versus Neoclassical Monetary
Theories, completed just before Professor Will E. Mason's untimely death, places recent and
mid-20th century monetary theory in a larger historical context, while examining the relevance of
contemporary questions in monetary policy. The first half of the volume analyzes the development of
the methodological and conceptual foundations of monetary theory, up to and including
contemporary mainstream views; the second half addresses more policy-oriented monetary
questions. Emphasis is placed on the dichotomy of monetary and value theory, the Walrasian general
equilibrium paradigm, the resolution of the `Patinkin controversy', the Federal Reserve System's
failed experiment with `pure monetarism', and the misplacement of the free market in the `Chicago
paradox'. Classical Versus Neoclassical Monetary Theories will be of interest both to historians of
economic thought and monetary and macro economists, as well as to many well-informed followers
and fashioners of monetary policy.
  in economics the short run is defined as: Economics ,
  in economics the short run is defined as: Economics for B.A. Students Semester I ( As per
NEP) UP, 1/e Ahuja H.L., 2022 This textbook has been conceptualized to meet the need of B.A. First
Semester students of Economics as per Common Minimum Syllabus prescribed for all Uttar Pradesh
State Universities and Colleges under the recommended National Education Policy 2020.
Maintaining the traditional approach to the subject, this textbook comprehensively covers first



semester paper Principles of Microeconomics. This textbook acquaints the students with the
important concepts of microeconomics such as demand, supply & market equilibrium, theory of
consumer's behaviour, theory of production & cost, theory of firm & pricing in perfect competition,
price & output under monopoly & imperfect competition, theory of distribution and lastly welfare
economics & economic efficiency
  in economics the short run is defined as: The Economics of Health and Medical Care
Philip Jacobs, John Rapoport, 2004 Finance/Accounting/Economics
  in economics the short run is defined as: Economics for Fisheries Management R. Quentin
Grafton, 2006 Using developments in microeconomic theory and with numerous case-studies and
examples, this book shows how to measure efficiency, productivity, profitability and capacity of
fishing fleets and how to improve fisheries management. It is useful for those interested in
understanding the problems in fisheries and how they may be overcome.
  in economics the short run is defined as: The 'Uncertain' Foundations of Post Keynesian
Economics Stephen Dunn, 2010-04-05 This important new book introduces, analyzes and takes
forward a post-Keynesian theory of the firm. It makes a vital contribution to the conceptualisation of
uncertainty that is consistent with the methodological presuppositions of Post Keynesian economics.
The author attempts to make a positive contribution to the development of Post Keynesian
economics by refuting allegations of incoherence, detailing some of the salient implications of a
transmutable conception of economic processes and then starting to explore what this means for
how Post Keynesians conceptualise uncertainty. The book argues that the Post Keynesian distinctive
view of time, understood as a non-deterministic open systems process, is a core and defining
characteristic which is linked to its theoretical discussion of money and the principle of effective
demand. Covering areas such as the coherence of Post Keynesianism, the future of Post Keynesian
economics and Keynesian methodological debates, this book is useful reading for all Post Keynesian
scholars with a strong interest in economic methodology and the philosophical underpinnings of
economics.

Related to in economics the short run is defined as
Economics - Wikipedia Economics is one social science among several and has fields bordering on
other areas, including economic geography, economic history, public choice, energy economics,
cultural economics,
Economics | Definition, History, Examples, Types, & Facts economics, social science that seeks
to analyze and describe the production, distribution, and consumption of wealth. In the 19th century
economics was the hobby of gentlemen of leisure
Economics Defined With Types, Indicators, and Systems   What Is Economics? The study of
economics is a social science primarily concerned with analyzing the choices that individuals,
businesses, governments, and nations
The A to Z of economics | The Economist One of the fundamental principles of economics,
described by Adam Smith in “The Wealth of Nations”. Work can be undertaken more efficiently if
broken up into discrete tasks
What is Economics? - American Economic Association Economics can be defined in a few
different ways. It’s the study of scarcity, the study of how people use resources and respond to
incentives, or the study of decision-making. It often
1.1 What Is Economics, and Why Is It Important? - OpenStax Economics is the study of how
humans make decisions in the face of scarcity. These can be individual decisions, family decisions,
business decisions or societal decisions
Introduction to Economics: A Beginner's Guide - maseconomics Economics is a social science
discipline that investigates how individuals, businesses, governments, and societies allocate scarce
resources to satisfy their unlimited desires and
What is Economics – Definition, Methods, Types - Research Method   Economics is the study
of how individuals, businesses, governments, and societies allocate resources to meet their needs



and desires. It examines how resources like
What is Economics? - Northwestern University Economics is the study of how we make choices
in the face of scarcity and how those choices motivate behavior. As individuals, families, and nations,
we confront difficult choices about how
Nobel Prize in economics awarded to Mokyr, Aghion and Howitt for 1 day ago  Joel Mokyr,
Philippe Aghion and Peter Howitt won the Nobel memorial prize in economics Monday for their
research into the impact of innovation on economic growth and
Economics - Wikipedia Economics is one social science among several and has fields bordering on
other areas, including economic geography, economic history, public choice, energy economics,
cultural economics,
Economics | Definition, History, Examples, Types, & Facts economics, social science that seeks
to analyze and describe the production, distribution, and consumption of wealth. In the 19th century
economics was the hobby of gentlemen of leisure
Economics Defined With Types, Indicators, and Systems   What Is Economics? The study of
economics is a social science primarily concerned with analyzing the choices that individuals,
businesses, governments, and nations
The A to Z of economics | The Economist One of the fundamental principles of economics,
described by Adam Smith in “The Wealth of Nations”. Work can be undertaken more efficiently if
broken up into discrete tasks
What is Economics? - American Economic Association Economics can be defined in a few
different ways. It’s the study of scarcity, the study of how people use resources and respond to
incentives, or the study of decision-making. It often
1.1 What Is Economics, and Why Is It Important? - OpenStax Economics is the study of how
humans make decisions in the face of scarcity. These can be individual decisions, family decisions,
business decisions or societal decisions
Introduction to Economics: A Beginner's Guide - maseconomics Economics is a social science
discipline that investigates how individuals, businesses, governments, and societies allocate scarce
resources to satisfy their unlimited desires and
What is Economics – Definition, Methods, Types - Research Method   Economics is the study
of how individuals, businesses, governments, and societies allocate resources to meet their needs
and desires. It examines how resources like
What is Economics? - Northwestern University Economics is the study of how we make choices
in the face of scarcity and how those choices motivate behavior. As individuals, families, and nations,
we confront difficult choices about how
Nobel Prize in economics awarded to Mokyr, Aghion and Howitt for 1 day ago  Joel Mokyr,
Philippe Aghion and Peter Howitt won the Nobel memorial prize in economics Monday for their
research into the impact of innovation on economic growth and
Economics - Wikipedia Economics is one social science among several and has fields bordering on
other areas, including economic geography, economic history, public choice, energy economics,
cultural economics,
Economics | Definition, History, Examples, Types, & Facts economics, social science that seeks
to analyze and describe the production, distribution, and consumption of wealth. In the 19th century
economics was the hobby of gentlemen of leisure
Economics Defined With Types, Indicators, and Systems   What Is Economics? The study of
economics is a social science primarily concerned with analyzing the choices that individuals,
businesses, governments, and nations
The A to Z of economics | The Economist One of the fundamental principles of economics,
described by Adam Smith in “The Wealth of Nations”. Work can be undertaken more efficiently if
broken up into discrete tasks
What is Economics? - American Economic Association Economics can be defined in a few
different ways. It’s the study of scarcity, the study of how people use resources and respond to



incentives, or the study of decision-making. It often
1.1 What Is Economics, and Why Is It Important? - OpenStax Economics is the study of how
humans make decisions in the face of scarcity. These can be individual decisions, family decisions,
business decisions or societal decisions
Introduction to Economics: A Beginner's Guide - maseconomics Economics is a social science
discipline that investigates how individuals, businesses, governments, and societies allocate scarce
resources to satisfy their unlimited desires and
What is Economics – Definition, Methods, Types - Research Method   Economics is the study
of how individuals, businesses, governments, and societies allocate resources to meet their needs
and desires. It examines how resources like
What is Economics? - Northwestern University Economics is the study of how we make choices
in the face of scarcity and how those choices motivate behavior. As individuals, families, and nations,
we confront difficult choices about how
Nobel Prize in economics awarded to Mokyr, Aghion and Howitt for 1 day ago  Joel Mokyr,
Philippe Aghion and Peter Howitt won the Nobel memorial prize in economics Monday for their
research into the impact of innovation on economic growth and
Economics - Wikipedia Economics is one social science among several and has fields bordering on
other areas, including economic geography, economic history, public choice, energy economics,
cultural economics,
Economics | Definition, History, Examples, Types, & Facts economics, social science that seeks
to analyze and describe the production, distribution, and consumption of wealth. In the 19th century
economics was the hobby of gentlemen of leisure
Economics Defined With Types, Indicators, and Systems   What Is Economics? The study of
economics is a social science primarily concerned with analyzing the choices that individuals,
businesses, governments, and nations
The A to Z of economics | The Economist One of the fundamental principles of economics,
described by Adam Smith in “The Wealth of Nations”. Work can be undertaken more efficiently if
broken up into discrete tasks
What is Economics? - American Economic Association Economics can be defined in a few
different ways. It’s the study of scarcity, the study of how people use resources and respond to
incentives, or the study of decision-making. It often
1.1 What Is Economics, and Why Is It Important? - OpenStax Economics is the study of how
humans make decisions in the face of scarcity. These can be individual decisions, family decisions,
business decisions or societal decisions
Introduction to Economics: A Beginner's Guide - maseconomics Economics is a social science
discipline that investigates how individuals, businesses, governments, and societies allocate scarce
resources to satisfy their unlimited desires and
What is Economics – Definition, Methods, Types - Research Method   Economics is the study
of how individuals, businesses, governments, and societies allocate resources to meet their needs
and desires. It examines how resources like
What is Economics? - Northwestern University Economics is the study of how we make choices
in the face of scarcity and how those choices motivate behavior. As individuals, families, and nations,
we confront difficult choices about how
Nobel Prize in economics awarded to Mokyr, Aghion and Howitt 1 day ago  Joel Mokyr,
Philippe Aghion and Peter Howitt won the Nobel memorial prize in economics Monday for their
research into the impact of innovation on economic growth and

Back to Home: http://www.devensbusiness.com

http://www.devensbusiness.com

