	ECONOMICS
MONOPOLISTIC COMPETITION: BRAND WARS
QUIZ  (12 MULTIPLE CHOICE QUESTIONS)



	Name:  
	Date:  
	Period:  



	
	Directions: Choose the best answer for each question.



	1.
	MONOPOLISTIC COMPETITION is defined by:



	A. One seller and no substitutes

	

	B. Many sellers with DIFFERENTIATED products, free entry, and some pricing power

	

	C. A few interdependent firms constantly watching and matching each other's prices closely

	

	D. Identical products sold by many different price-taking firms


Answer:
	2.
	Which industry is the BEST real-world example of monopolistic competition?



	A. U.S. wireless carriers
	B. U.S. wheat farming

	
	

	C. U.S. restaurants
	D. Your local water utility


Answer:
	3.
	PRODUCT DIFFERENTIATION in monopolistic competition can come from:



	A. Only real physical product differences matter for differentiation
	B. Only brand image and advertising truly matter

	
	

	C. Physical, service, location, OR brand image - all four count
	D. Only differences in price


Answer:

	4.
	The MC firm's demand curve is:



	A. Perfectly flat - the firm is a price-taker like a wheat farmer

	

	B. Perfectly vertical - the firm controls quantity but not price

	

	C. Identical to a monopolist's demand curve - steep and inelastic

	

	D. DOWNWARD-SLOPING but relatively elastic - small price hikes lose customers to close substitutes


Answer:
	5.
	Why do MC firms spend so heavily on advertising?



	A. Because price wars are easily matched - advertising builds differentiation that price cannot

	

	B. Because government regulations require it

	

	C. Because they have a legal monopoly to protect against new market entrants

	

	D. Because they need to coordinate and strategically align prices with rivals like firms in an oligopoly


Answer:
	6.
	INFORMATIVE advertising differs from PERSUASIVE advertising in that informative ads:



	A. Convey FACTUAL information about price, features, and availability
	B. Are always shown on TV instead of social media

	
	

	C. Build emotional brand connection without including specific product details
	D. Are illegal under U.S. antitrust law


Answer:

	7.
	In the LONG RUN, monopolistically competitive firms earn:



	A. Permanent monopoly-like profits because brands are protected

	

	B. ZERO economic profit because free entry attracts new firms that compete profits away

	

	C. Negative profit forever because of advertising costs

	

	D. The same profit as oligopoly firms


Answer:
	8.
	On the long-run zero-profit chart from the lesson, the firm's demand curve shifts:



	A. RIGHT as new firms enter, increasing demand at each price

	

	B. UP as the industry becomes more profitable

	

	C. LEFT as new firms enter and steal some customers from each existing firm

	

	D. Doesn't shift - it stays in the short-run position forever regardless of new entry


Answer:
	9.
	EXCESS CAPACITY in monopolistic competition means:



	A. Firms produce far MORE than consumers want and dump the excess

	

	B. Firms operate BELOW their efficient scale - empty tables, empty chairs, slow afternoons

	

	C. Government regulations and licensing requirements prevent firms from producing at full capacity

	

	D. Firms run out of inventory because demand is too high


Answer:

	10.
	The VARIETY VS EFFICIENCY TRADEOFF in MC means:



	A. Consumers get more variety but pay slightly higher prices and the market is technically less efficient

	

	B. MC firms always lose money because of advertising costs

	

	C. Government must choose between regulating brands or allowing free trade

	

	D. Firms produce identical products to maximize efficiency


Answer:
	11.
	Which is an example of LOCATION differentiation?



	A. Chick-fil-A's friendly service
	B. A burger made with grass-fed beef

	
	

	C. Patagonia's environmental brand image and values
	D. The only coffee shop in a small rural town


Answer:
	12.
	On the advertising-intensity chart, the U.S. industry that spends the HIGHEST percent of revenue on ads is:



	A. Quick-service restaurants
	B. Beer

	
	

	C. Athletic apparel
	D. Beauty and personal care


Answer:
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