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MONOPOLY COMPETITION: Monopoly is a market situation in which there is only one seller of a product
with barriers to entry of others. The product has no close substitutes. The cross elasticity of demand with every
other product is very low. This means that no other firms produce a similar product. They assume that more of
the product can be sold at a lower price than at a higher price. He is a price-maker who can set the price to his
maximum advantage.
However, it does not mean that he can set both price and output. He can do either of the two things. His price
is determined by his demand curve, once he selects his output level. Or, once he sets the price for his product,
his output is determined by what consumers will take at that price. In any situation, the ultimate aim of the
monopolist is to have maximum profits.

Features of Monopoly:
 Single seller and large number of buyers. : In monopoly, there is one single seller having full control

over the supply and price of the commodity. There is no competition.

 Restrictions on the entry of new firms: There is restriction on the entry of new firms in this market as
new firms will require permission and huge funds to compete with the existing firm.

 Absence of close substitutes: The product offered by the monopolist has no close substitutes. Hence,
under monopoly, the cross elasticity of demand for a monopoly product with some other good is very
low.

 Full control over price: The firm has full control over the price. He can charge as much price as he wants
and the consumer will have to buy the product or to go without it.

 Price discrimination: The firm can charge different prices from different customers for the same product
at the same time.

 Price maker: The monopolist decides to fix the price on his own so in this way it is called the price maker,
not a price-taker.

 Downward sloping less elastic demand curve: Demand curve faced by the monopolist is downward
sloping because when the monopolist raises the price, the consumers start consuming less of that
commodity.

AR or MR Curve in Monopoly market: AR (Demand) Curve slopes downward from left to right and less elastic.
It means that to increase demand, he has to reduce the price. Given the demand for his product, the
monopolist can increase his sales by lowering the price, the marginal revenue also falls but the rate of fall in
marginal revenue is greater than that in average revenue.

A monopolist either decides price or output. He cannot decides both at a time.


