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1. What is the profit maximizing quantity the firm should produce?

Using the graph below answer the following questions.
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2. Find the profit maximizing price for the firm.

3. Draw in the firm’s supply curve.

4. What price is charged in the industry? Mark the price with P*
5. Why does the firm take their price from the industry?

6. Shade in the profit area.

7. What will happen in the long run in the industry?

8. What will happen in the long run to the firm?

9. Show the long run equilibrium picture for the firm and the industry.
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