Monopoly
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A Single-Price Monopolist
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Avenue and Marginal Revenue
Average revenue (AR) is total revenue divided by quantity:
AR=TRIQ=(pxQ)J/Q=p

Marginal revenue (MR) is the revenue resulting from the sale
of an additional unit of production:

MR = ATR/AQ

The monopolist must reduce the price to increase sales —
therefore the MR curve is below the demand curve.

A Monopolist’s Average and Marginal Revenue
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Average and Marginal Revenus Curves
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Short-Run Profit Maximization
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Short-Run Profit Maximization for a Monopolist

No supply curve for a Monopolist
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Monopolist’s Profit-Maximizing Behavior
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Competition and Monopoly Compared

Unlike a competitive firm, the monopolist does not have a
supply curve because it chooses its price.

The monopolist is the industry, so that its profit-maximizing
conditions is the equilibrium of the industry.

In a perfectly competitive industry price equals MC. But a
monopolist produces at a lower level of output, with price
exceeding MC.

The Inefficiency of Monopoly

MC (= § in competition)




Entry Barriers and Long-Run Equilibrium
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