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1 illustrates the essential features of limit-pricing theory. DD is the market
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% Ing the collusive oligopoly and MR is the corresponding revenue curve. Suppose
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(u:’wi I h1II set tbe price corresponding to the intersection (of LAC.

'.:ff"fii rnaxie Mardinal revenue curve MR. It will be seen from Figure 48.1 that this short-

%;*wering the Mising price s equal to P, (which is the monopoly price because we are

i, than ¢ C?SG of collusive oligopdly). But this short-run profit maximising price P, 1
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entry of new firms in the industry. With entry of new firms, the establishe
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