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Microeconomics Homework
Question 1 a)
A monopoly industry is a single firm in which it has blocked entries. These monopolistic industries are the producers, suppliers, and sellers of a unique commodity in the market. Most of the industries in the united states exhibit monopolistic nature. Monopolistic industries are characterized by high entry barriers, a single seller, and no substitute (McConnell et al. 256). These characteristics are essential for the monopoly industries to remain in the market. The monopolist will set the price of the unique commodity without threat.
Question 1 b)
The United States mining oil industry exhibits a monopolistic nature. For example, the Rockefellers Standard Oil company. Although many companies in the mining industry engage in the oil industry, they are unable to substitute (McConnell et al. 256) in the oil industry of the Rockefellers. Since the oil commodity is unique, they face free competition from other firms. Monopolistic industries also ensure high barriers of entry to the market. Other industries are hindered from entering the market because the oil industry has increased barriers to access to the market. The oil industry controls the selling of oil through the Rockefellers Oil Standard company. Other oil industries got no chance in the oil selling industry. 
Question 2 a)
[bookmark: _GoBack]	Economies of scale are barriers that hinder potential competitors enter the market.  These barriers include market forces, government policies, technological issues, among others ("How Monopolies Form: Barriers to Entry – Principles of Economics: Scarcity and Social Provisioning (2nd Ed.)"). The entry barriers will vary from simple to complicated, such as renting costs of space, which can also be restricted by the government controlling the monopoly industry. Industries that lack technological support from the government will face challenges and exit from entering the market because they will lack the necessary technology to perform their duties. The two types of monopolies existing in the market as entry barriers are legal and natural monopolies. The legal monopoly uses laws to prohibit competition. The cost of establishing and maintaining an industry may be too high such that other potential competitors cannot compete anymore. 
Question 2 b)
	Government can allow certain historical monopolies to exist because they have played a vital role in their countries' economies ("How Monopolies Form: Barriers to Entry – Principles of Economics: Scarcity and Social Provisioning (2nd Ed.)").  For example, industries dealing with water and electricity are controlled by the government. Most of the American monopolies are of colonial periods. Governments are major shareholders in these industries and thus cannot allow them to face potential competition. According to McConnell, Brue, and Flynn (257), historical monopolies are allowed to exist when they produce, supply, and sell, their commodities at a lower price. These industries use their limited resources efficiently and offer low prices of products to consumers.
	Utilities such as water and electricity are majorly under the utility industry. This industry is a monopoly that provides and supplies electricity, water, and sewer services across the country (McConnell et al. 256). Societies benefit from utility industries that are a monopoly. When potential competitors are allowed to utility industries, it would not be practical to have multiple distributions of sewer network services, water pipes, and poles for electricity. The government will allow utility industries to operate as natural monopolies and thus eliminating potential competitors. 
Question 2 c)
	Perfect competition is a structure in the market where all firms sell a similar commodity; there in market influencing the prices, and the existing market is free. Both perfect competition and monopoly seek to maximize their profits. However, perfect competition is better than a monopoly (McConnell et al. 262). First, knowledge is evenly shared with all firms. Firms have an excellent understanding of the market. Secondly, there are no barriers to market entry. All the firms existing cannot obtain monopolistic power. Thirdly, the perfect competition allows the firms to allocate their resources efficiently and productively. And lastly, opportunity costs are covered by the regular profits made from the perfect competition. 
	A monopoly industry will produce an equilibrium that is not economically efficient, while perfect competition creates an economically efficient equilibrium (McConnell et al. 262). Therefore, the government will make laws that regulate monopolies and stir up ideal competition. With perfect competition, all firms exercise their knowledge to win customers in the market.
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