
3.1.3. (Profit maximisation in a
monopolised market Equilibrium of the monopoly firm)

AC MC

(Short-Run Equilibrium)
(Conditions of the Equilibrium)
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MC E MRMR E OQ
Ordinate EQ ARAR OP
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25 

25 MC MR E OQ OQ 
OP EQ AR 

OQ BQ AB ABCP 
(Can a monopolist incur losses?)

ATC > AR 
26 

26 

MC, MR E E E OQ
OP OQ (SATC) QA QA

BQ AB 

© The Institute of Chartered Accountants of India



ABPC 

(Long Run Equilibrium)

LAC 
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3.1.4. (Price Discrimination)
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(Further Examples of Price Discrimination)








 (off peak time)

(Conditions for price discrimination)

(i)

(ii)
(iii)

(iv)

30 A B 2 5 

A MR = ARA 
e – 1

e
FHG IKJ

= 30 
2 – 1

2
FHG IKJ

= 15

B MR = ARB 

e – 1

e
FHG IKJ

= 30 
5 – 1

5
FHG IKJ

= 24
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A 
B 

A B 
(15 (24 

9 (24–15) A B A
B A B 
A B 

A B 

A B 

(Objectives of the Discrimination)

(First degree price discrimination)
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(Equilibrium under Price Discrimination)

MRa A Da MRb
Db

a
B

a
AMRAMR (iii)b

MRa MRb

(iii)
a b

(iii) MC(iii)

MC AMC (iii)
OM OM

(iii)

OM

OM

OM
(iii) OM ME

OM
(iii)

ME (i) OM, A
M1E1, OM1

(i)
ME OM2

M2E2

1 1 1
ME

2

2 2
OM A OM1

B OM2 OM
1

OM1 OM2

2
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OM1 OP1 A
OP1 A

1
OM2

1
B OP21

OP2 B
2

A
2

2
B A

OP1 OP2
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3.1.5 (Economic Effects of Monopoly)
(1)

(2)

(3)
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(4)

(5)

(6)

(7)

(8)

(9)

(10) ‘X’

(IMPERFECT COMPETITION–MONOPOLISTIC COMPETITION)

3.2.0 (Features of monopolistic competetion)
(i)

(ii)
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(iii)

(iv)

3.2.1. (Price-output determination
under monopolistic competition : Equilibrium of a firm)
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