
• Price taking implies the firm has no market power
• Nothing it can do affects the prices it gets for its output (or pays for its inputs)
• …but price-taking does not mean prices do not change

When is price taking plausible?
• Price taking is plausible if the firm has a small market share
• Many small producers produce a homogeneous good
• Everyone can observe prices

How much will a price taking firm produce to maximise profit? 
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