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Exercises

L Letv =

/Q be the average variable cost. Prove that dv/dQ = 0 if and only if v = C'
‘namely, the marginal cost curve intersects the average variable cost curve at the minimum

point of the latter.
2. Discuss why increasing refurns to scale is incompatible to perfect competition.

3. Explain, from the viewpoint of increasing retums to scale, why many of today’s firms are

very large in size. Give some real world examples.




