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Summary 

Perfect competition market is one of the ideal markets. Therefore 

it is always be used to form new theories. It gives solution to 

present problems of the markets. Short run in perfect 

competition may be earning supernormal profits as it has AR > 

AC, earning losses as it has AC > AR or it may have normal profit 

as it has AR = AC at the equilibrium price, but in long run all the 

supernormal profits and losses get wiped out with free entry and 

exit of firms. Therefore all firms earn only normal profit at long 

run. 


