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Homework No. 9 Imperfect Competition





1. What are the major distinctions between oligopoly and monopolistic competition?  














2. What are the major differences between perfect competition and monopolistic competition?














3. In what sense is monopolistic competition like monopoly and in what sense is it like perfect competition?

















4. Economists have observed that the price of candy bars (supplied in an oligopolistic industry) is generally the same for different brands and that changes in price are quite rare.  Can you offer any explanations for this pricing behavior?














5. Some professors grade students on the basis of an absolute percentage of the highest score earned on each test given during the semester.  All students who get within a certain percentage of the highest score receive an A.  Why don’t these professors worry that the students will get together and collude in such a way as to keep the high score in the class equal to a very low total?














6. Would you consider the NCAA a cartel?  How do some universities cheat on the uniform agreement on how to compete?  Why do you think they do this?  














7. What is product differentiation?  Why is it important in creating a monopolistically competitive environment?














8. Why don’t firms in a monopolistically competitive market produce at the point of minimum average cost?  What is the result of this behavior?  











