
Perfect Competition in the Long Run – Day 15 Questions 

Econ 201/Haworth 

 

 

The questions below are provided to test your understanding of this day’s material. 

 

To receive credit for this assignment, go to Assignments and find the folder entitled Daily 

Questions.  Inside that folder, you’ll find a folder entitled Section 2.  Once you’re in that folder, 

click on the link that says Long Run-Day 15 and complete the assignment. When you are 

finished, you may submit.  Remember that the deadline for submitting this Day 15 Daily 

Question assignment is Tuesday, March 7, at 9:00pm. 

 

 

1. If a market is characterized by increasing costs, then which of the following is true: 

a. this market has constant returns to scale 

b. this market has decreasing returns to scale 

c. this market has increasing returns to scale 

d. none of the above 

 

2. Assume that a firm’s long run production function  is given by the equation below. 

 Q = 2L + 4K  

(where Q = output, K = quantity of capital, L = quantity of labor) 

Using the definitions associated with each different type of returns to scale, which of the 

following would be a correct statement about the returns to scale that this firm possesses: 

a. this firm has constant returns to scale 

b. this firm has decreasing returns to scale 

c. this firm has increasing returns to scale 

d. none of the above 

 

3. Assume that a market experiences increasing costs over the long run. If the market 

experienced a permanent increase in demand, a shift which increased the market price above the 

average cost of each firm, then how would this market adjust over the long run: 

a. new firms enter the market and profits will continue to increase over the long run 

b. new firms enter the market and profits will continue to decrease over the long run 

c. new firms enter the market, and prices will fall until all firms are earning zero economic profit 

d. new firms enter the market, and prices will rise until all firms are earning zero economic profit 

e. existing firms exit the market, and prices will rise until all firms are earning zero economic 

profit 


