AP Microeconomics
[last name, first name]
Perfect Competition
Chapter 14 Reading Guide
Pp 347-374
Directions: Type your responses in the space provided. Be concise. Remember to save throughout so you don’t lose any of your work. Save the file as lastname.firstname.chp14.RG. When you have finished, upload this document to your Google Drive and share it with me at wchs.ap.economics@gmail.com.
Section 14.0: Market Types (p348)

1. What are the four types of market structure?

[insert answer here]
2. State the four conditions that define perfect competition. When do these conditions arise?

[insert answer here]
3. Provide five or more examples of perfectly competitive industries.
[insert answer here]
4. When does a monopoly arise?

[insert answer here]
5. When does monopolistic competition arise?

[insert answer here]
6. When does an oligopoly arise?

[insert answer here]
Section 14.1: A Firm’s Profit-Maximizing Choices (pp 349-355)
7. What is a firm’s primary objective? How does a firm achieve this objective in the short run? How does a firm achieve this objective in the long run?
[insert answer here]
8. Define the term “price taker.”
[insert answer here]
9. Firms in perfect competition face what type of demand curve? Why is this the case?
[insert answer here]
10. Define the term “marginal revenue.”
[insert answer here]
11. What does marginal revenue equal in perfect competition? What is the reason for this?
[insert answer here]
12. What determines the market price of a product?
[insert answer here]
13. How can you find the profit-maximizing output using a firm’s total revenue and total cost graph?
[insert answer here]
14. What does marginal analysis tell us about production levels when…

a) MR < MC?

[insert answer here]
b) MR = MC?

[insert answer here]
c) MR > MC?

[insert answer here]
15. What is the profit maximizing rule given by marginal analysis?

[insert answer here]
16. What costs must a firm that shuts down pay? How much economic loss will a firm that shuts down incur?

[insert answer here]
17. What costs must a firm that operates pay? How much economic loss will a firm that chooses to continue operating incur?
[insert answer here]
18. When should a firm choose to shut down? Where is the shutdown point?

[insert answer here]
19. Define a firm’s short run supply curve.

[insert answer here]
Section 14.3: Output, Price, and Profit in the Long Run (pp 362-369)
20. What are the market forces that shift the market supply curve?

[insert answer here]
21. How much profit do ALL perfectly competitive firms earn in the long run?

[insert answer here]
22. Explain how firms respond to economic loss and profit in the long run.
[insert answer here]
23. Explain the effect of firms entering the market on the supply curve. Explain the effect of firms exiting the market on the supply curve.

[insert answer here]
24. Is perfect competition efficient? Explain.
[insert answer here]
