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Abstract
T his paper demonstrates that the Friedman conjecture that profit-maximisation
â€˜summarises appropriatelyâ€™ the conditions for firm survival is not generally true. If
firms have market power, profit-maximisers are not necessarily the best survivors
because of the possibility of â€˜spitefulâ€™ behaviour of the following kind. Say a firm
forgoes profit-maximisation and thus decreases its survival chances, but its deviation
from maximisation harms its profit-maximising competitors more than itself. T hough
the firm will be less likely to survive than it would if it maximised its profits, it will still be
more likely to survive than its competitors.
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