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MONOPOLY 
 
The word monopoly is made up of two words 'mono' which means 'single' and 'poly' 

which means 'seller'. 
Monopoly is a market situation opposite to the perfect situation of perfect competition. In 
Monopoly market there is only one seller who controls the overall production and sale of 
a commodity. The product which monopoly produces has no close substitute in the 
market. Under Monopoly the firm and the industry both are the same. 
 

Definition 
 
According to Boulding 
"A pure monopolist, therefore, is a firm producing product which has no effective 
substitutes among the products of other firms, effective in the sense that even though 
the monopolist may be making abnormal profits, other firms cannot encroach on these 
profits by producing substitute commodities which might attract purchases away from 
the product of the monopolist" 
 
According to Benham 

"A monopolist is literally a seller and monopoly power is based entirely on control over 
supply." 
 
From the above definitions we can say that, monopoly is a market structure in which a 
single seller is engaged in selling a product for which is no close substitutes available in 
the whole market. 
 

Features Of Monopoly 
 

1. Single Seller: - Under monopoly there is only one single seller in the market to 
exercise single control over the market. 

 
2. No Close Substitute:- The product produced by the monopolist has no close 

substitute in the entire market. 
 

3. Firm and Industry is Same:- There being only one firm, the distinction between 
firm and industry no longer exist. Monopoly firm is also an industry. 

 
4. Restriction on the Entry of New Firms:- There is restriction on the entry of new 

firms. 
 

5. Price Maker:- The another distinct feature of monopoly firm is that it enjoys 
freedom in fixing the price of commodity or output, it can fix either the price or 
output but not both at a time. 
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6. Existence of Supernormal Profit:- There will be opportunities for supernormal 
profit under monopoly because market price is greater than the cost of 
production. 

 
 
 
 
 

Monopolistic Competition 

 
Monopolistic competition is a market situation in which there are many sellers selling 
products similar to other sellers, but each producer product is different from other seller 
in shape, size, colour & texture. 
In monopolistic competition we find product differentiation for example car is a product 
but as you can see there are so many companies producing the cars but there 
efficiency, colour, design & price is different from each other or we can say they are not 
similar. 
 

Definitions 
 
According to Leftwitch 

"Monopolistic competition is a market situation in which there are many sellers of a 
particular product, but the product of each seller is in some way differentiated in the 
minds of consumers from the product of every other seller." 
 
According to Joe S Bane 
"Monopolistic competition is found in the industry where there is large number of a small 
seller selling differentiated product close substitute." 
 
From the above definitions we can summaries that monopolistic competition is a market 
situation where we found large number of buyers and sellers and each seller is selling 
close substitute product. There is price war between each seller. 
 

Features of Monopolistic Competition 
 

1. Existence Of Large Number Of Forms:- Under monopolistic competition we 

found large number of firms engaged in producing close substitute product to 
each other. The number of seller is not very large like perfect competition. 
 

2. Product Differentiation:-The main feature of monopolistic competition is that 

product of each producer in some way different from other. Then maybe different 
in shape, colour, size, price etc. For example soap is a product which is 
produced by different companies and each companies so bees different from 
other company 
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3. Imperfect Knowledge of the Market: - Under imperfect competition the buyers 
and sellers both don't have perfect knowledge of the market. They do not 
possess full knowledge about markets demand and supply prices at sector 

 
4. Advertisement:- Since there is a product differentiation under monopolistic 

competition the seller spend a huge amount of money on advertisement to attract 
consumers towards their products. 

 
5. Transport Cost:-  There is difference in price due to expense incurred on 

transporting goods from one place to another. If the cost of transporting a good to 
a particular place is high, its price will also be high there. 

 
6. Non-Price Competition:- Another very important feature of monopolistic 

competition is the non-price competition through which firms in the market try to 
win customers. There are different methods of completing rivals other than in 
price, such as after sale services, guarantee of repair. gifts schemes etc. 

 
7. Free Entry and Exit of Firms:- Under monopolistic competition new produces 

have freedom to enter the industry and old producer have freedom to leave the 
industry 

 

 

Oligopoly 

The term oligopoly is made-up of two Greek words 'oligol' meaning a few and 'pollein' 

meaning to sell. Oligopoly is an important form of imperfect competition where there are 

few firms in a market producing either homogeneous or close substitutes product. 

According to G.J. Stigler 

"Oligopoly is that situation in which a firm bases its market policy in part on the expected 

behavior of a few close rivals." 

 Oligopoly is also referred as ' limited competition', 'incomplete monopoly',' multiple 

monopoly', etc. 

Features of Oligopoly 

1. Monopoly Power:- Monopoly firm is not an absolute monopoly since it is not the 

only firm constituting the industry. 

 

2. Interdependence:- Under oligopoly, a firm cannot take independent price and 
output decision. As the number of competing firms is limited, therefore, each firm 
has to take into account the reaction of the rival firms. Price and output decisions 
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of one oligopoly firm have considerable effect on the price and output decisions 
of the rival firms. 

 
3. Selling Cost:-  Advertisement plays a great role in oligopoly market. A huge 

expenditure on advertising and sales promotion technique is needed both to 
retain the present market share and to increase it. 
 

4. Competitive Attitude:- Under oligopoly firms do not have co-operative attitude 

towards each other. 
  

5. Price Rigidity:-  Another important feature of oligopoly with product 
differentiation is the existence of price rigidity. Price tends to be rigid under 
oligopoly. If a firm introduces a price cut, the customers of rival firms are 
attracted towards it. The rival firms will retaliate by cutting down their prices. Thus 
the price war will ensure which will benefit none. 
 

Difference between Perfect Competition, Monopolistic 

Competition( Imperfect Competition) and Monopoly  

(in the next page) 
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Important Questions:- 

1. What do you understand by Monopoly? 

2. What are the Features of Monopoly? 

3. Define Monopolistic Competition. Explain its important Characteristics. 

4. Differentiate between Perfect, Imperfect and Monopoly.   


