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Figure 1a Monopolistic Competitors in the Short

Run
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Figure 1b Monopolistic Competitors in the Short

Run

(b) Firm Makes Losses
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Figure 2 A Monopolistic Competitor in the Long

Run
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Figure 3a Monopolistic versus Perfect Competition

(a) Monopolistically Competitive Firm
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Figure 3b Monopolistic versus Perfect Competition

(b) Perfectly Competitive Firm
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Table 1 Monopolistic Competition: Between

Perfect Competition and Monopoly

Market Structure

Perfect
Competition

Monopolistic
Competition

Monopoly

Features that all three
market structures share

Goal of firms

Rule for maximizing

Can earn economic profits
in the short run?

Features that monopoly
and monopolistic
competition share

Price taker?

Price

Produces welfare-maximizing
level of output?

Features that
perfect competition
and monopolistic
competition share

Number of firms

Entry in long run?

Can earn economic profits
in long run?

Maximize profits
MR = MC

Yes

Yes
P = MC

Yes

Many
Yes

No

Maximize profits
MR = MC

Yes

No
P> MC

No

Many
Yes

No

Maximize profits
MR = MC

Yes

No
P> MC

No

One
No

Yes

Copyright©2004 South-Western



