Aggregate Supply is the total amount of output produced by all producers at each price level.

Ch 15: Differences between 

	Short Run 
	Long Run

	Demand determines actual production
	Supply creates Demand

	Wages are Fixed as per contract
	Wages are flexible.

	
	Output is determined by  resources and technology

	Equilibrium can be at full employment, below full employment or even higher than full employment
	Equilibrium is at full employment.


Transition from Short Run to Long run happens in the following way:

When recession happens, overtime wages fall resulting in lower cost of production, right shift of the as curve bringing back full empl automatically.

Similarly, when economy is booming (Output higher than full empl) , wages increase resulting in left shift of the AS curve bringing back the economy to full empl
