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Consider a company that manufactures bikes in a monopolistically competitive market. Assume that the
company is operating in the short run.

1.1. The graph below shows the company’s demand curve (Iabeled Demand), marginal revenue curve (labeled MR),
marginal cost curve (Iabeled MC), and average total cost curve (Iabeled ATC).

Use the red rectangle (cross symbols) to shade the firm's economic profit.

‘Tool tip: For information on using the graph tool, click the Help button.
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Tgain, the grach below shou the campany’ demand curve (sbaled Damand], marginal revence curve
(Sbeled M), marginalcostcurve (abeled MC). and average totalcost cuve (1sbeed ATC).

A
PRICE Olars e ikel
- g
©
“ ®
QURNTITY howsandsf sk
Now, consider the long run in which bike manufacturers are free o enter and exit the market, Show the effect
o this free entry and ext by shfting the demand curva fo a typical indiidual producer of ikes on the graph
below.
Tooltp: Clck and drag the curve. It willsnap o pasition, <o if you try to move the curve and i snaps back
toits original positin, Just try again and drag it a lite farther. When you are satshied with your answer, cick
the Submit Ansuer buton.
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