Auxiliary Problems for Chapter 26 
1.
Suppose a monopolistic competitor in long-run equilibrium has a constant marginal cost of $15 and faces the demand curve given in the table:

	Price ($)
	45
	40
	35
	30
	25
	20
	15
	10

	Quantity
	4
	8
	12
	16
	20
	24
	28
	32

	TR ($)
	180
	320
	420
	480
	500
	480
	420
	320

	MR ($)
	-
	35
	25
	15
	5
	-5
	-15
	-25


a) 
At what output will this firm maximize profit?

b)
What is this firm’s average fixed cost at the profit-maximizing output?

2.
Suppose a monopolistic competitor has no fixed costs but has constant marginal costs at $6. The demand curve facing this firm is the following:
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a) 
Graphically illustrate the profit-maximizing price and output for this firm in the short-run.


b) 
What is the approximate profit or loss at this level of output?

3.
Assume the fast-food industry is monopolistic competitive and that each restaurant in this market is currently making a profit. Draw a graph depicting this situation for a typical restaurant in this market. 

4.
For problem #3 above, show, in a separate graph, what will happen to the typical fast-food restaurant in the long run? Explain your reasoning.

5.
“In the long run, there is no difference between monopolistic competition and perfect competition.” Discuss this statement with respect to the following:

a) 
The price charged to consumers

b) 
The average total cost of production

c) 
The typical firm’s profit in the long run

























































