EXERCISE: UNIT IV NAME:

LAB INST.

LAB TIME

1. What assumptions are made that generates a long run average cost (LRAC) that has
a "U"-shape?

2. Demonstrate with graphs that a perfectly competitive market structure will result in
(after reaching long-run equilibrium) the largest ievel of production at the lowest price.
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3. Fill in the bianks below using the graph below:

Firm in Competitive industry

*P, Total Total Total
Profit Output Revenue Cost

2

3

4

*Let P, represent possible alternative market equilibrium prices. Show allwork and

give formulas.
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