Fundamentals of Economics- Monopolis’cic Compe’ciﬁon

Agenda
* Definition & Features
* Product Differentiation
* Short run & Long run Equilibrium
* Pros & Cons of Monopolistic Competition
* Monopoly vs. Monopolistic Competition

https://www.youtube.com/watch?v=z0rcDXxqdZs

To download slides, complete notes, lectures, test series and study material visit
http://www.doorsteptutor.com/
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Monopolisﬁc Compeﬁﬁon — Deﬁniﬁon

It refers to a situation where there are many
sellers of a differentiated product.

https://www.youtube.com/watch?v=z0rcDXxqdZs
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Highlights..

*Many number o
* Product different
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https://www.youtube.com/watch?v=z0rcDXxqdZs
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How pvoduc’c can be dﬁerenﬁa’ced?

eAdvertisement
*Patent rights
*Trademark etc.

https://www.youtube.com/watch?v=z0rcDXxqdZs
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Features

*Free entry and exit eﬂ
3

1

*Higher elasticity of demand
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Price output
determination of a firm
in

Monopolistic
Competition




Short- run equilibrium

P<ATC

P MC P,m P4

https://www.youtube.com/watch?v=z0rcDXxqdZs
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Long- run equilibrium

https://www.youtube.com/watch?v=z0rcDXxqdZs
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Pros & Cons of Monopolisﬁc Competition

https://www.youtube.com/watch?v=z0rcDXxqdZs
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Advantages

* Promotion of competition

* Differentiation brings greater consumer choice and
variety

* Product service quality- development

https://www.youtube.com/watch?v=z0rcDXxqdZs
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Disadvantages

*Excess capacity
*Higher prices
*Manipulative advertisement

https://www.youtube.com/watch?v=z0rcDXxqdZs
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Comparison of
Monopo[y & Monopolisﬁc Market Structure

https://www.youtube.com/watch?v=z0rcDXxqdZs
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Single product Product differentiation

One seller Many sellers

Large number of buyers Large number of buyers

Significant entry barrier Product differentiation acting as entry barrier

High price Higher than perfectly competitive firm but lower than a
monopoly

Price & supply both can controllable but at a time only Nature and extent of product differentiation and level of
one is controllable selling expenses and advertisement

https://www.youtube.com/watch?v=z0rcDXxqdZs
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Next lecture...

Market structure
‘Oligopoly

To download slides, complete notes, lectures, test series and study
material visit

http://www.doorsteptutor.com/
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