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Monopolistic competition refers to a type of imperfect market competition where a large pool of producers offers similar products that are slightly differentiated from one another. Observably, most companies in monopolistic competition usually use branding or quality as the key ways to differentiate their products from that of their competitors. For this reason, these products are not usually perfect substitutes. An example of an industry with monopolistic competition is the fast-food industry. Due to companies' free entry and exit in this industry, there are so many companies with similar products and services (Negishi, 1989). These companies operate ideally with the sole intention of maximizing their profits. 
Because of this, it is essential to understand that the companies are therefore able to make positive economic profits in the short run, but due to the limited regulations allowing the free entry and exit of firms in the industry, these positive economic profits usually fall to 0, an indication of reduced sales due to unhealthy competition (Economic Online, 2021). Companies within the fast-food industry, such as coffee shops, offer similar products that are usually differentiated in terms of prices or taste. Under monopolistic competition, operating companies are able to make supernormal profits in the short run; however, these profits significantly reduce as many companies are attracted into the industry because of the low barriers to entry and the good knowledge and opportunity to differentiate. Similarly, one of the major detractors in this type of market competition is that firms operating under monopolistic competition may need to engage in enhanced advertisement to inform their customers of their differences and to be able to become profit maximizers. 
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