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In contrast, oligopoly is a market form in which a market is dominated by a small number of sellers. The
market structure an organization is grouped in is based on characteristics such as competition, products, and
ease of entry into the market. How does perfect competition and monopolistic competition differ and effect
our buying power. Thus, oligopolistic markets are characterized by interactivity because the decisions of one
firm influence, and are influenced by, the decisions of other firms. These market structures of the economy are
perfect competition, monopoly, monopolistic competition, and oligopoly. To get a completely brand-new,
plagiarism-free essay, please use our essay writing service. Therefore, in an oligopoly, firms sales and revenue
is calculated as a market share to the industry as a whole. There are four theories of market structure. The area
beneath ATC 1 shows the total cost of producing output Qm. These, however, are heavily regulated by the
government. For the purpose of detailed understanding, oligopoly and monopolistic competitions have been
explained in greater depth along with their major differences. As far as the market strategy is concerned, firms
in the oligopoly market structure have to take key decisions regarding prices and competition. For example,
the industry revenue of twenty million dollars is calculated, but one firm has five million dollars of the
revenue, which clearly explains that the firm has a twenty five percent market share. A perfect competition is
characterized by the fact that homogeneous products are being created. Key Takeaways A monopoly occurs
when one firm that produces a product or service controls the market with no close substitute. As a
quantitative description of oligopoly, the four-firm concentration ratio is often utilized. This fluctuation in
supply will continue until firms are making zero economic profit but firms would still probably record
accounting profit and the quantity demanded is at the point on the demand curve where price equals average
total cost. In the market, prices are determined by many buyers as well as sellers. It is a key factor in
identifying a market structure. The monopolist asserts all the power while the consumer is left with no choice.
There are four types of market structure, including monopoly, perfect competition, monopolistic competition
and oligopoly. Firms that lower prices to the point where they are not profitable are unable to remain in
business for long. In both the markets, firms take control either by controlling the supply of their respective
products or services so as to elevate the demand, or by controlling prices, and hence, controlling what a
consumer pays for those products. For example, if Texaco plans to increase its stake in the market by
lessening the product price, it has to take into account the likelihood of its rivalries, like British Petroleum,
reducing their prices as a consequence. Compare Investment Accounts. In such a market system, a cartel can
possibly form where oligopolistic competition can give rise to a wide range of different outcomes. In this
model, every firm has multiple competitors, yet, each one of them offers slightly different goods. Respond to
at least two of your classmates. Similarly, utilities like gas and electric companies are also granted
monopolies. The United States government has anti-trust laws in place to prevent monopolies from controlling
the market, price gouging, and stifling consumer choices. In an oligopoly, two or more firms control the
market without any significant influence in the industry. Under the monopolistic competition, firms usually go
for advertising to market their products, because of the high level of competition with their rivalries. One
company may control an industry in a particular area with no other alternatives to the same product, even
though there may be a few similar companies that operate in the country. Barriers to Entry As it has already
been discussed, oligopoly represents high barriers to entry as compared to the monopolistic competition, but it
is a matter of degree. In this paper, we focus on two points, monopolistic competition and oligopolistic
market, by discussing these differences and the impact on customers. Monopoly A monopoly exists in areas
where one company, firm or entity is the only or dominant force that sells a product or service in an industry.
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