Imperfect Competition
AP Microeconomics - Vocabulary in context
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patent /'pettant/

market power /makit 'pavs/

substitute /'sabstitju:t/

imperfectly competitive
/im'p3:fektls kom'petitiv/

uniform pricing

marginal revenue

/'ma:dzml 'revenju:/

perfect competition
/'pa:fekt kompa'tifn/

barriers to entry

/'beeriaz tv 'entri/

economies of scale

/1'kpnamiz v skeil/

economic profit
/ika'nomik 'profit/

1MOoNnopsony /ma'nopsoni/

A patent protects a new invention.

A firm with market power can raise its price
without losing all its buyers.

Tea is a substitute for coffee.

A monopoly is imperfectly competitive.

Under uniform pricing, every buyer pays the same
price.

Marginal revenue is the extra money from selling
one more unit.

In perfect competition, many small firms sell the
same product.

High start-up costs can act as barriers to entry.

Large firms gain economies of scale, so each unit
costs less.

Economic profit is profit after all costs, including
what your money could earn elsewhere.

A monopsony is a market with only one buyer.
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monopoly /mo'nopsli/

marginal cost /madzmlkost/

fixed cost /fikst kost/

average total cost
/'evridz 'teutl kost/

consumer surplus

/ken'suzma 'sa:plas/

willingness to pay
/'wilignas ta per/

deadweight loss /‘dedwert los/

producer surplus
/pra'dju:sa 's3:plas/

variable cost /'veariabl kost/

total surplus /'tautl 's3:plas/

unit elastic /'jumnt 1'lestik/

elastic [1'laestik/

A monopoly is the only seller in a market.

Marginal cost is the extra cost of producing one
more unit.

The shop’s rent is a fixed cost: it stays the same
however much it sells.

Average total cost is total cost divided by output.

If you would pay £10 but pay only £8, your
consumer surplus is £2.
£10 £8
£2

A survey measures people’s willingness to pay for
cleaner water.

A tariff causes a deadweight loss that nobody gains.

Producer surplus is the extra a seller gets above the
lowest price they would accept.

Packaging is a variable cost: it rises as the firm sells
more.

Total surplus is consumer surplus plus producer
surplus.

Demand is unit elastic when sales and price change
by the same percentage.

Demand is elastic when a small price rise causes a big
fall in sales.
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& inelastic /mr'lestik/
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natural monopoly

/'neetforal ma'nopali/

subsidy /'sabsidi/

productive efficiency
/pra'daktrv 1'fifonsi/

antitrust / @entr'trast/
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regulation /regjo'lern/

Price discrimination
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/prais diskrimr'netfn/
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resale /risel/

ED

/ma'nopalistik kompa'tifn/

differentiated /difo'renfiertrd/
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non-price competition

/non prais kompa'tifn/

/I tangent /'teendzent/

Monopolistic competition

Demand is inelastic when a price rise causes only a
small fall in sales.

Water supply is a natural monopoly: one firm can
do it most cheaply.

A subsidy is money from the government that lowers
a firm’s costs.

Productive efficiency means making goods at the
lowest cost per unit.

Antitrust laws stop firms from forming monopolies.

New regulation says that factories must clean their
waste water.

Cheaper student tickets are a form of price
discrimination.

Name-only tickets stop resale to other people.

Restaurants are in monopolistic competition.

Brands of shampoo are differentiated products.

Better service is a form of non-price competition.

The tangent line touches the curve at one point.
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excess capacity /ek'seske'pesiti/

allocative inefficiency

oligopoly /pli'gopali/

interdependent /intadi'pendant/

game theory /gem 'grori/

colluding /ks'lu:diy/

cartels /ka:'telz/

payoﬂ' matrix /'perof 'mertriks/

dominant strategy
/'dommant 'streetadzi/

Nash equilibrium
/neef itkwr'libriam/

prisoners’ dilemma

/'prizenaz dar'lema/

A firm has excess capacity when it could make much
more than it does.

Allocative inefficiency means the market makes the
wrong mix of goods.

In an oligopoly, a few big firms control the market.

In an oligopoly, firms are interdependent.

Game theory studies decisions when outcomes
depend on others’ choices.

Firms colluding on price are breaking the law.
OPEC is one of the world’s best-known cartels.
OPEC

A payoff matrix shows what each firm gets from
each choice.

Confessing is each prisoner’'s dominant strategy: it
is best whatever the other one does.

At a Nash equilibrium, no player can do better by
changing their choice alone.

In the prisoners’ dilemma, both players end up
worse off by not trusting each other.

AP Microeconomics ¢ Imperfect Competition

® exercises.lol exercises.com.cn

€ best response A firm’s best response is the choice that pays most,
given what its rival does.
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?*0 merger /'msdszs/ A merger joins two businesses into one.
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