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MC = P in competitive market, everything above
is monopoly

a= market share of each of the i firms in the
market

Lerner Index

(P-MC)/P

how many % of the total market is supplied by a
couple of suppliers (4firms, 5 firms, etc)
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associated with supernormal profits

Demand curve is downward sloping
(more could be sold at less price)

Price maker (MC = MR = Profit max)
Welfare losses

Economic rent = earnings over
necessary input

Profit rates

Concentration ratios

A monopoly is

Monopoly power

MC

Price and costs

MR = MC

MR AR

Qutput

Barriers of entry

Only 1 supplier to the market

Monopoly

Welfare costs

Higher prices, higher profits and lower
output

Loss of consumer surplus
Higher production costs

Loss of consumer choice

Patents & Copyright, lower costs, tariffs,
control of distribution channels, sunk costs

etc.

Price maker prices above MC

Price and cosls
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