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Marshall’s Theory of Monopoly

Ito Nobuhiro

Abstract

In Marshall’s Principles of Economics, the relationship between Book V, equilibrium theory and
Book VI, distribution theory has not been well-investigated. This paper aims to reexamine
Marshall’s theory of monopoly and present an interpretation that his defense of monopoly is closely
related to the idea of “economic chivalry”. Marshall shows that a monopolistic firm considers
consumers’ surplus and does not pursue profit maximization in the short run. A study of economic

chivalry in Book VI is essential to understand behaviour of monopolistic firm in Book V.
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