YOU are the manager of a small USA firm that sells nails in a competitive USA market (the nails you seal are a standardized commodity; stores view your nails as identical to those available from hundreds of other firms.  [Aside: who knew there were “hundreds” of USA nail firms out there…?)  YOU are concerned about two events you recently learned about through trade publications: (1) the overall market supply of nails will decrease by 2% due to exit by foreign competitors; and (2) due to a growing USA economy, the overall market demand for nails will increase by 2%.  Based on this information, should you plan to increase or decrease your production of nails?  Explain.
The best move is increasing the production of the firm. The industry under which the firm operates is highly competitive, but with a decrease in supply due to exiting of foreign competitors, the firm has an increased opportunity for capitalizing on new markets. The same opportunity also presents itself with the growing economy that promotes the demand of the product (Moczarski, 2012). Consequentially, all the firms remaining in operation within the industry will experience a surge in demands for their products. The scenario prompts the firms to increase their level of production so that they can match the current supply . The elasticity of the market will depend upon the pricing strategies and capitalizing on the market share. With the shift in demand and supply in the industry, the market equilibrium could differ and prompt for a shift in strategies. Greater production reduces the cost of production and firms could opt to reduce their price to reflect their production. Consequentially, other firms would match the drop in prices to avoid losing the market share leading to inelastic demand (Amadeo, 2019). Other firms could seek to capitalize on the increased demand and low supply to increase their pricing. If other firms do not follow suit, the firm could face a fall in total revenue but the demand would be relatively elastic. 
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