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00 O O The assumption of profit maximization is frequently used in microeconomics because it predicts business
behavior reasonably accurately and avoids unnecessary analytical complications. But the question of whether firms
actually do seek to maximize profit has been controversial.For smaller firms managed by their owners, profit is
likely to dominate almost all decisions. In larger firms, however, managers who make day-to-day decisions usually
have little contact with the owners (i.e., the stockholders). As a result, owners cannot monitor the managers'
behavior on a regular basis.Managers then have some leeway in how they run the firm and can deviate from
profit-maximizing behavior.Managers may be more concerned with such goals as revenue maximization, revenue
growth, or the payment of dividends to satisfy shareholders. They might also be overly concerned with the firm's
short-run profit (perhaps to earn a promotion or a large bonus) at the expense of its longer-run profit, even though
long-run profit maximization better serves the interests of the stockholders.1 Because technical and marketing
Information is costly to obtain, managers may sometimes operate using rules of thumb that require less-than-ideal
information. On some occasions they may engage in acquisition and/or growth strategies that are substantially
more risky than the owners of the firm might wish.The recent rise -in the number of corporate bankruptcies,
especially those in the dot-com, telecom, and energy areas, along with the rapid increase in CEQO salaries, has raised
questions about the motivations of managers of large corporations. These are important questions, which we will
address in Chapter 17, when we discuss the incentives of managers and owners in detail. For now, it is important to
realize that a manager's freedom to pursue goals other than longrun profit maximization is limited. If they do
pursue such goals, shareholders or boards of directors can replace them, or the firm can be taken over by new
management. In any case, firms that do not come close to maximizing profit are not likely to survive. Firms that do
survive in competitive industries make long-run profit maximization one of their highest priorities.

Page 6



0000 O, tushu007.com
<O QO00d0oods>>

goon

Oooooo@rm)yoooooooooooboooo

Page 7



0000 O, tushu007.com
<O QO00d0oods>>

goon
gobboooboupbDFODODDODOOOO0O0O0OO0OOOODOOO

0000000 :http://www.tushu007.com

Page 8



