a The Ultimate Unit 4 Cheat Sheet

Everything you need to know about monopolies, monopolistic competition, oligopolies, and game theory

Imperfect Competition

Imperfect Competition: A market structure that fails to meet the conditions of perfect competition, where firms have some control over the price.
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Monopoly: A market structure where there is only one large firm (the firm is the market)
S — - i igh producing a unique product.
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all customers; does not engage in price discrimination.
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" Natural Monopoly: A distinct type of monopoly

P ® c e Di Sc r l m i nQT ‘o n where one firm can produce the socially optimal

r l quantity at the lowest cost due to economies of
scale.

Price Discrimination: The practice of selling the same product to different buyers at different prices . ATC decreases across entire demand curve
based on their willingness to pay.

. In order to effectively price discriminate, you must be able to group your customers based on Mon OPD l iSl- i C

willingness to pay and stop the resale of your good or service
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maximizing point, because different firms to distinguish their products from
people pay different prices competitors, such as branding, quality, or features.

- makes demand less elastic
- gives the firm some power to control prices
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Oligopolies € Game Theory

Oligopoly: A market structure dominated by a few Dominant Strategy: when a firm's best choice is ATC
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neither firm has the incentive to change their

Cartel: a group of oligopolistic firms that coordinate decision
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prices, increased group profit, and less market
efficiency




