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Monopolies and Oligopolies
Introduction
Monopoly is generally a market which is characterized by the existing firm ability to control the goods and services produced. Therefore monopolies have the feature lacking substitutes and competition in the market.  Monopolistic firms are said to have various weaknesses which necessitate government intervention in them. 
Question One
Despite monopolies exploiting the market for their own gain due to extreme control over the market, their times where the society has no option other than allowing it. Unregulated monopoly does not face government intervention and therefore it has the power to set whatever quantity and price of output it wants.  A small grocery store in small town that cannot contain two competing stores is an example of an unregulated monopoly. Since the market size cannot allow to competing firms, the surrounding society will have to accept and allow the grocery store in the market to continue being monopolistic (Bloch, 2018).
On the other hand, a regulated monopoly is one intervened by the government in on its decisions of prices and quantity of output. This helps in averting the social costs related with unregulated monopolies. Electrical companies are monopolies but are regulated to avoid power outage due to the consumers' incapability to pay the services.
Due to the presence of competitors who want to attract customers, oligopolistic firms feature lower prices. To maintain the extremely low prices and at the same time make profits, it calls for the need of reducing the production cost of the products. This is very vital for economic growth since it increases the economies GDP significantly. These firms use significant advantages to outdo the competitors. One of the key strategies is the innovation which either involves creating completely new products or simply improving the existing products (Bloch, 2018). Therefore, if all firms were oligopolistic, the exploitations that consumers undergo due monopolistic power would be no more and the economy would be increased significantly. 
[bookmark: _GoBack]Question Two
Collusion in an indu8stry occurs when the rival companies in the industry decide to cooperate for the mutual benefit of them (Marshall & Marx, 2018).   Mostly it occurs in an oligopolistic market structure where the key competing firm decides to work together in terms of setting extremely high prices that result in high profits. [image: https://www.economicshelp.org/wp-content/uploads/2017/12/collusion.png]The competitive industry will be having price P1 and Qcompetive. In case of collusion among the existing firms, they can increase the prices to P2 and have the output restricted to Q2.
Some agreements on rising the prices may be based on, collusive tendering, simply agreeing to hike the prices, monopsony pricing or existing firms' collusion to exclude new firms from the key deals thus preventing the market from being more competitive (Marshall & Marx, 2018).
Collusion is highly regulated by the government since it is viewed as bad for both economic welfare and the consumers. It has some side effects which include exploitation of consumers on prices, discouraging new firms, little innovation since the firm s become lazy and at last the industry experiences the disadvantages of monopoly. Due to these highlighted limitations of collusion, the collusion of companies is highly regulated by the government and hence the reason for having no other collisions in the market.
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