
ESSAY ABOUT MONOPOLISTIC COMPETITION

In this essay we will discuss about Monopolistic Competition. After reading this essay you will learn about: 1. Meaning of
Monopolistic Competition 2.

The items that every firm delivers are normally the same, homogeneous. Besides, the buying habits of the old
and new customers also influence the shape of the demand curve. As a result, his actual sales qk turn out to be
different from what he had planned qd. The DD curve is always steeper than the planned demand curve dd.
Perfect competition is likely to exist in the supply of sugar cane stalks to mills. Explain with the use of
diagrams how the price mechanism operates to allocate scarce Resources. Consequently, the firms within the
industry lose a part of their market share to a new firm that shifts their demand curve downward to the left
until AR is tangent to LAC. Figure 4 represents the long-run equilibrium of the group under monopolistic
competition. This is because consumers want product differentiation and they are willing to accept increased
production costs in return for choice and variety of products that are available under monopolistic competition.
Which of these forms of competition is more common? Shall business managers promote competition or not.
Variables Depending on the number of sellers in any one industry, the differentiation of products and the
barriers to entry, a market structure could be an oligopoly, monopoly, perfect competition, or a monopolistic
competition. The costs of the firm in the latter model include selling costs. Selling Costs in Monopolistic
Competition: Selling costs were introduced into microeconomic analysis for the first time by Chamberlin.
Since the three combinations are available at three prices, the implicit prices for the characteristics can be
calculated by solving the system: These prices of the characteristics are called implicit prices or shadow
prices. Adjustment of long-run equilibrium starts from point A where dd and DD curves intersect each other
so that QA is the short-run equilibrium price level at which each firm sells OQ quantities of the product.
Sometimes we compete without even knowing it. Hirschey, M, Managerial Economics Rev. The aim of the
given work is the study of monopolistic competition. Essay 6. Thus, there is monopoly on the one hand and
perfect competition, on the other hand. This is characterized by heterogenous products. Explanation: Given
these assumptions, each firm fixes such price and output which maximises its profits. Thus, because of
consumer bonding, the single seller experiences a downward sloping demand curve at the going market price.
Once inside the restaurant, they can view the menu again, before ordering. In so far as it exercises some
control over price, it resembles monopoly and since its demand curve is affected by market conditions, it
resembles pure competition. Whereas monopolistic competition is a market structure that has a large number
of sellers, each of which is relatively small and posse a very small market share In addition, in a monopoly
market structure, the monopolist and the industry are the same. Human capital differentiation, where the firm
creates differences through the skill of its employees, the level of training received, distinctive uniforms, and
so on. Conversely, the prospects of less than normal profits drive some firms out of the industry until profits
rise to the normal level. In monopolistic competition, a firm takes the prices charged by its rivals as given and
ignores the impact of its own prices on the prices of other firms. The second source of inefficiency is the fact
that MC firms operate with excess capacity. We are giving some examples of product differentiation below so
that the term could be understood more clearly. They pertain to monopolistic competition rather than to
perfect competition, as was wrongly implied by the earlier economists.


