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1. The demand curve for a perfectly competitive firm and why the curve looks the way it does
	For a firm that is perfectly competitive, the demand curve is a line that is horizontal equaling the entire market equilibrium price. The demand curve looks this way because it is an indication that the demand elasticity for the goods is perfectly elastic. The implication of this demand curve is that if the individual firm charges a higher price above the price in the market, it would not sell the products it offers. “In order to increase the firm share in the market, the strategy for facilitating the same is offering the firms’ product at a price which is lower than those offered by competitors.” (Sexton, 2013) However, in this market, the firm when it decreases the price of the products it offers ends up making a loss. Instead of lowering the price, the perfectly competitive firm must assume being a profit-maximizer and this will enable it to sell its goods at the price of the market. The figure below shows the demand curve of a perfectly competitive firm and market.  
 [image: http://oer2go.org/mods/en-boundless/figures.boundless-cdn.com/20338/large/rfectly-competitive-market.jpeg]
 On the other hand, the demand curve in a market which is perfectly competitive is a sloping line which is downward. This demand curve reflects the fact that the demanded quantity decreases as the price of ordinary goods increases. The market demand and supply intersection is the one which determines the market price and firms play a minimal influence on the perfectly competitive market price. Individual firms in this market become the takers of the price once demand and supply forces determine the market price. This makes the individual firms into charging the equilibrium price in this market as consumers will be forced otherwise into purchasing from the numerous firms charging lower prices in the market.
2. What are the two critical questions a firm must answer?
	The two questions which are critical and a firm must answer are what price should the firm charge for their goods and services they are selling and how much should the firm produce? These two questions can be answered depending on the structure of the market a firm is in. Since there is no typical industry, the ` firms behavior depends on the market firm numbers, the ease of market entry, and the ability to differentiate products from those of other firms. In a market that is perfectly competitive, the critical information which a firm should be aware of is the market price. The market price can be used by a firm in the perfectly competitive market to sell all it aims at. This is the reason why a firm in this market is regarded as a price taker. The reason for this is because it cannot influence the market price appreciably for its output or its inputs. Therefore, the above two questions are extremely critical and must be answered by a firm.
What is the main economic objective of every firm?
 	Maximizing profits is the main economic objective. In order to maximize the profits, a firm aims at producing the amount which maximizes between the total revenues and the total cost difference.
3. Fill in the table below and answer the following questions
	Quantity
	Price
	Total Revenue
	Total Cost
	Profit
	Marginal Revenue
	Marginal Cost

	0
	$45
	(TR=P*q), where P is the price and q the quantity
 (0*45)=$0
	$50
	 Profit=(TR-TC), where TR is total revenue and TC is total cost
(0-50)= -$50
	 MR=(ΔTR/Δq) where ΔTR is change in total revenue and Δq is change in quantity
(45-0)/(1-0)=45
	 MC=(ΔTC/Δq) where ΔTC is change in the total cost and Δq is change in quantity
(90-50)/(1-0)=40

	1
	$45
	 (45*1)=$45
	$90
	 (45-90)= -$45
	 (90-45)/(2-1)=45
	 (120-90)/(2-1)=30

	2
	$45
	 (45*2)=$90
	$120
	 (90-120)= -$30
	 (135-90)/(3-2)=45
	 (140-120)/(3-2)=20

	3
	$45
	(45*3)= $135
	$140
	(135-140)= -$5
	 (180-135)/(4-3)=45
	 (170-140)/(4-3)=30

	4
	$45
	 (45*4)=$180
	$170
	 (180-170)=$10
	 (225-180)/(5-4)=45
	 (210-170)/(5-4)=40

	5
	$45
	 (45*5)=$225
	$210
	 (225-210)= $15
	 (270-225)/(6-5)= 45
	 (260-210)/(6-5)=50

	6
	$45
	 (45*6)=$270
	$260
	 (270-260)= $10
	 (315-270)/(7-6)=45
	 (330-260)/(7-6)=70

	7
	$45
	(45*7)= $315
	$330
	 (315-330)= -$15
	 
	 



How much output will the firm choose to produce?
 The profit of a firm is total revenues and the total costs differenec. However, the firm has to maximize profits and there is an output level it needs to maintain. Despite the firm making profits at different outputs levels, there is one output level where the firm will maximize its total profits. Therefore, out of the output level in the table above, the output level that the firm will choose to produce is 5 quantities. This is because producing the five quantities is the output level where the firm will maximize its profits. This output level is also the same as the marginal revenue, which is almost equal to the marginal cost.
4. A firm that has monopoly power
The firm which I have chosen and has monopoly power is Apple Corporation. This is because as a monopolistic, the three entry barriers which are legal barriers, economies of scale, and control over an important input would apply to this firm. First, legal barriers would apply to Apple if the government awards this firm the patents in encouraging the inventive activity. The government can award Apple this patent and without a patent in recouping some of the costs, the firm will be less motivated despite costing millions of dollars in developing a smart phone microchip. However, if the patent is in effect in developing the computer microchip, then Apple has the potential of enjoying the monopoly profits for many years and it will engage in research which is costly to produce the computer microchip. Secondly, economies of scale would be applicable to Apple where it will be one firm which is large in providing the market output at a cost which is lower as compared to having smaller firms that are many. This will be efficient if Apple will be producing the good and this will be due to the economies of scale cost advantage. The last barrier is control over an important input which would be applicable to the case of Apple if it has control over an input which is very important. Control will guarantee Apple the monopoly power. (Sexton, 2013)     
5. Demand curve for a monopolist and why it looks different than the demand curve of a perfectly competitive firm  
A monopolistic competitive market demand curve slopes downwards and this has several implications for the firms in this kind of market. This implies that the quantity demanded increases as a result of a decrease in prices. The figure below shows the demand curve of a monopolistic. 
[image: ECON 150: Microeconomics]
The demand curve of monopolists looks different than the perfectly competitive firm demand curve. This is because, in a monopolistic market, a firm is the price marker while in a perfectly competitive market, a firm is the price taker.
6. Average Cost Pricing in terms of monopoly regulation
The average cost pricing is one of the government ways of ensuring monopoly market regulations. This is because monopolists intend to produce an optimal quantity less than which would push up the prices. The government uses average cost pricing as a tool for price regulations charged by monopolists. “One of the average cost pricing difficulty is the marginal cost being less than the average total cost which implies that the price is greater than the marginal cost.” (SEXTON, 2019)    
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