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1) Monopoly is often criticized because it reduces aggregate economic welfare through loss of productwe

and allocative efficiency. Customer Fil;:\: prie

_2) Monopolists charge substantially higher prices and produce lower levels of output than would exist if
the product were produced by com etntwec firms.
L VL.
3) Monopolists earn economic profits in the Tong run which are unjustifiable.
AR 7 M(

) Monopoly prices exceed marginal costs and therefore reduces consumer surplus. There is a transfer

of income from the consumers to the monopolists. Not only that consumers pay higher prices, but they
would also not be able to substitute the good or service with a more reasonably priced alternative.

~5) Monopoly restricts consumer sovereignty and consumers’ opportunities to choose what they desire.

6) Monopolists may use unjust means for creating barriers to entry to sustain their monopoly power. They
often spend huge amount of money to maintain their monopoly position. This leads increases average

total cost of producing a product.

7) A monopolist having substantial financial resources is in a powerful position to influence the political
Pprocess in order to obtain favourable legislation.

-8) Very often, monopolists do not have the necessary incentive to introduce efficient innovations that
improve product quality and reduce production costs.

9) Monopolies are able to use their monopoly power to pay lower prices to their suppliers.

10) The economy is also likely to suffer from ‘X" inefficiency, which is the loss of management efficiency
associated with markets where competition is limited or absent.

Since monopolies are exploitative and generate undesirable outcomes in the economy, a number of steps are
taken by governments to prevent the formation of monopolies and to regulate them if they are already present.
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