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Modern economies have to deal with the problem oémploy significant part of the country inhabitanthese
misusing of monopoly position by enterprises witthia  are firms supported not just by governments but &g
frame of so-called imperfect competition whichispite of EU. Above mentioned microeconomic facts have hdin f
facts such as New Economy and competition reimfgrci projected into the Czech economy prosperity on the
phenomenon of globalization probably irrefragabkmality.  macroeconomic level. The proof was given by sadall
Bureaus of economy competition protection lead figimt  magic quadrangle and its still growing area in the
on the level of nations against monopolistic congmn suspense period. The growth of the area has beansal
which are abusing their position on the marketu&ibn is  proportional that and it matches to the successnheotc
really problematic in small duty closed nationabaomies.  development theory requests.

Aim of this paper is to answer the question: “Will It is possible to state that the enter of the exnaall
this situation change — if it will change at allin  economy to the economically integrated area of Bl lead
countries that newly joined European Union, consitte  — besides others — also by market structure tramsit to

their integration in significantly bigger competiti  consolidation of economic prosperity of such sic@lintry.
environment of economically integrated Europe:* Gre
Republic which joined European Union was chosen t&eywords: monopoly, oligopoly, competition fringe,

proof this fact. In four years there came out tiadny magic tetragon, EU

companies, which were monopolistic before joinirg, E

became oligopolies mainly the ones with dominamt.fi Introduction

A well-known economic theory says that oligopoliies

comparison with monopolies have much less posésili Ten new countries in 2004 and two in 2007 joinea th
to abuse their position. The situation within thanfie of European Union in order to bypass the disparity teethe
the oligopoly is more competitive. need of mass production in connection with usingv ne

Oligopoly with dominant firm reality analysis hasén technologies that, firstly, do not pay off in smailpplies
selected not just for the fact that monopolieshaf hew and secondly, by a low value of domestic purchasing
EU-members have been turning into this oligopolficsp  power caused not only by small pensions of these ne
but mainly because by the other oligopoly optiomalgsis, joining countries compared with the most advanceéti E
the results are more hospitable, because of anemging countries, but mainly by small number of consumers,
competition. inhabitants of these countries. Thirdly, the dileanmf

The graphs in the paper furnish theoretical ancmonopolization of their markets bringing a lot afgative
graphical proof of above mentioned conclusions hie t points was being solved by this step.
form of oligopoly price and oligopoly quantity resging The accession of new EU countries removing
the transition dynamics. boundaries for free trade of goods was a logicap st

The fact, that enterprises in the oligopoly edgatth endeavouring to sol ve this problem. And as thedbje
compete with the dominant firm oligopoly have araken statistical data shown by the example of the Czech
use of an extend for positive technology transjtistaken ~ Republic, the aim has been fulfilled. Czech economy
into account. Thereby it comes not only to the podbd clearly improves its economic rank, which is proveyl
prices change (quasi decrease), but also to inaesfshe almost steadily growing surface of its magic tetragin
producing quantity and above all to the proportionconnection with the membership of the Czech Republi
changes between the quantity which is shared lopptily the EU, it obviously helped to balance the paymefhthie
edge and dominant firm. Nevertheless the partiggpabf ~ Czech checking account, which has almost becontiedset
the oligopoly edge grows significantly. with a positive impact on the development of thee@@r

Above mentioned facts or their developments are nkoruna exchange rate in accordance with strengiethie
even changed by the population increasing incorhas t currency.
have been analyzed in the paper concurrence oligopo  Yet, there arises anothguestion and it is in what way
edge technology transition. small and medium-sized enterprises influence tgsv n

In fact e economic integration leads to the inciegs €conomic reality. It is an essentiglestion because those
space for small and middle enterprises that argent businesses employ the biggest ratio of inhabitaants, a
carriers of fundamental innovations in productiomda resource of fundamentai innovations and their pigdtion
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on the foreign trade grows rapidly. Their incregsgihare competition within the EU, as well as expanding deds of

on the production of GDP demonstrates the countrgustomers, whose buying power is surging, too. dfdy

economy dependence. This is shown by the amount érmerly dominant domestic monopolies influences thi

small and middle enterprises (SME) in the Czeclityea reality, but also new enterprises from EU countiigdsch

see Table 1 and Figure 1. often run more advanced technologies than domestic
Table 1 companies inclining to set themselves into a molyopo

. ) position. By suppressing such monopolistic posgios
Total Amount of SME in the Czech Republlc (2005—2006) ellglble for economies, but should be market-run.

2005 2006 Figure 1 compares the reality of oligopoly and
Enterprises ( 1-49 monopoly. Additionally, it considers consequences o
employees) 252 317 267 690 increasing competitiveness of the oligopolistinge by
Enterprises (50- means of technology changes. Thus, it is obvioas th
249 employees) 11 664 12 016 ceteris paribus — oligopolistic price is more farahle for
Total amount of a customer than monopolistic price and that evedywred
SME 263 981 279 706 volume of production (as a quantity directly inflwéing

Source: http://vdb.czso.cz GDP) is bigger
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Figure 1: Total Number Growth of SME in 2005-2006 in Qp MRy
the Czech RepubliGource: http://vdb.czso.cz MR;

Figure 2: An oligopoly versus monopoly and progress of an

Research problem: oligopoly with a dominant firm (own construction)

The research allows to the question if it is pdesib

prove that SME amount growth, often creating ol@gp In the oligopolistic (market competitive) fringer @
edge, is in position to take a positive effectlmméconomy.  you like the enterprises making it, there origisatn
Research goal: interest in cutting down expenses which are tod hig

The basic goal was to figure this evidence gragliyica contrast with the dominant firm while there is rtber way
from the situation of transforming economic realitythe  to increase profit than lowering costs for the afiglistic
oligopoly with dominant firm conditions. fringe and for firms in perfect competition as well

First we had to compare oligopoly and monopolyHowever, cost reduction by firms of the oligopatist
reality, second to observe oligopoly market striectu fringe force the dominant firm to reduce the prdgch in
development by the transforming technology and grigw macroeconomical context decreases the rate oftionla
residents” incomes. and simultaneously also decreases a share ofdhignent

Hypothesis has been specified, that growth of SME firm on the market - as in Figure 3 and actuallyl aiso
ceteris paribus — reinforcing the oligopoly edgadieto the force it to reduce the costs, which will lead te trowth
growth of magic tetragon flat. It was necessarweoify  of competitiveness. So, it also influences the rm@daof
this hypothesis by the research. foreign trade.

Research methods: Moreover, the increase of competitiveness developed

Research methods are not just opinions of autholy the above mentioned facts can also affect anothe
mentioned on the list of literature comparison, Ahbve  macroeconomical parameter of the magic tetragorntfzeitd
all the analysis and deduction within the frametloé is unemployment.
known microeconomics theories.

The change of forms of market structures of

Impacts of economic integration on the status imperfect competition and upsurge of the

and progress of the market structure portion of firms of the oligopolistic fringe in

This applies to a transformation of monopolies iato the unified market of the European Union

oligppoly with a dominant firm to which the econami The creation of imperfect competition with its tygi
subjects of the offer side are forced by the irgirgp axioms has started the way to economies’ monopiiza
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lasting for more than one century. By its progressr the
monopolistic competition, different options of ajgplies
to the above mentioned monopoly may seem to bé fata
is not like that from many more causes althoughafrtbe
most inconsistent ones is integration of economibih
in the positive meaning of the word "melts" themf®
monopolistic  position in
economies and by opening wider competitive enviremim
National monopolies become oligopolies whose infaee

on economy can be judged positively rather than

negatively in comparison with monopolies, such arets,
i.e. formal agreements among firms in an oligopiglis
industry.

Legend:

Py monopoly price

Po dominant firm's set price

Po product's price set by dominant firm after changes
of technology by companies of competitive fringe

P, Py prices where all demands would be saturated by
dominant firm, with apostrophe - after technology
change

P, P’ prices where all demand would be saturated by
dominant firm, with apostrophe — after technology
change

Qu monopoly quantity

Qo quantity of production by dominant firm

Qv quantity of production by dominant firm after
technology change by companies of competitive
fringe

Qr, Qr total quantity of production by oligopoly, with

’ apostrophe - after technology change

MC marginal costs where D index defines quantity of
dominant firm, with apostrophe — after technology
change, KO index defines quantity of competitive
fringe, with apostrophe — after technology charige,

index defines total costs.

MR marginal revenue with analogical indexes as MC

D average revenues with analogical indexes as MC

K prices in CZK

surging portion of the oligopolistic fringe on tmearket
qualified by the change of the quantityddo Qo™

Based on the presented figure, we can then ashane t
even increasing household buying power of the EW ne
member countries tied with the demand of the grdieid
positive trends of progress will not change. Peiibgp

terms of closed nationalgrowing power of an oligopoly will be the grounds fa

deceleration of unwanted inflation resulting from

monopolies' abuse of their dominant position.

K¢

1™,
\OT “. MR D Qi

MRp MR'p

o

Figure 3: Change of inhabitants’ pensions and technology in

connection with a price change and supplied quatitn
construction)

Legend:

Quantities explained in the legend for Figure 1 are
analogically used in Figure 2.

Price and amount quantities with one apostrophe
represent the impact of inhabitants’ pensions aise they
are shown with dotted lines.

Price and amount quantities with two apostrophss al
represent the impact of improving firms’ technokxsyiof
the oligopolistic fringe and are graphically showith
dashed lines.

Dp” demand for products of the dominant firm after
increasing people’s pensions and herewith after

This fact can be one of many reasons of the abovgonsecutive technology change of firms of the gligjistic

mentioned positive development of economies ofribe

fringe.

EU member countries. We can merge the graphical

evidence of the referred calculation with Figuré&Ohe can

notice the difference between a monopolistic and

oligopolistic price, especially after the escalatiof
competitiveness of firms of the oligopolistic frieg
Bearing these facts in mind, the production congoariof
a monopoly and oligopoly is eloquent.

An objective aspect of evaluation of economy
on the example of the Czech Republic after
joining the European Union

In the above text, the expected positive evaluatibn
economical effects of new EU countries' (incl. Gz&ep.)

Actually, we can also ask a question how the aboveccession is proved graphically by the comparisén o
mentioned reality will be changed by an increasingnagic tetragons of the Czech Republic from 2008. @&

demand shown in Figure 2 which is the existingitgalt
is obvious that the price pPwill increase to F by

year before joining the EU), 2004 (joining) and gd@&fter
accession, but not immediately as this could be a

expansion of the demand, although the competitivenisguiding entry).

pressure invoked by the technology change of fiofnthe
oligopolistic fringe will compress it tof”. The increase
of supplied amount is equally important, but maitihe

Figure No. 4 shows a magic tetragon of the Czech
Republic in the above compared years with a magic
tetragon of the European Union in 2006.
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The area of the magic tetragon of the Czech Republi
in comparison with the area of the EU tetragon is However, it is necessary to take into considerattien
satisfactorily big and is getting even bigger whilefact that a lot of other economical aspects have #a
comparing Czech economies in 2004 and 2006 ataime s influence on the progress of the above shown mgist
time. However, this is not enough as a proof ofcess Those have become evident independently since zbelC
progress in economical theory. Not only the areghef Republic accession to the EU, yet we may assumi wit
tetragon has to rise, but also the growth mustdenised. high probability that our membership in the EU @amith
And that has been happening in the Czech economy apa related new expansion of small and medium erisepr
from minimal changes in the rate of inflation, wder paid off the Czech economy.
nevertheless we can be satisfied with the situation

The situation of small and medium enterprises
Hop as subjects of the market fringe

One can hardly ever see a situation of small ardiume
enterprises being extremely important for moderrrketa
economies them that present the competitive frimgéhe
above mentioned chain of events. They represent 80%
economic subjects comprising is 19.3 mil. enteggrimside
the EU. They offer 65 million job positions, i.¢34rom the
total number of the unemployed. We can express thei
significance graphically in Figure 5.

0 7,9 \::.iﬁz:ws 10
N PB
@micro; 19
CRo00d employees
CR 2006 ==---
EU 2006 —
@small: 10-49
7 employees
) —! @ medium: 50:249
employees
REX
INFLACE
mlarge: 250
Figure 4: Magic tetragon in 2003, 2004 and 2006 (own employees and
construction) more
Legend: , : . L
Figure 5: Enterprises structure according to their sizdnén t
PB - balance of payments-checking account EU in 2005 (%)
HDP - gross domestic product (http://ec.europa.eu/enterprise/smes/facts_figueashtm)
N - rate of unemployment i i
| - rate of inflation Any support of these small and medium-sized

enterprises will be strengthened by the activitdsthe
The above mentioned facts are obvious also from theuropean Chart of Small Enterprises toward the fema
following Table 2 showing thet data in the graph. Union, especially if it comes to local politics. thwould
Table 2 mtensﬁylthew positive influence on creating oésited
" competitive environment.
Selected registers of the portfolio of economy ohé Czech

Republic in 2003, 2004 and 2006, and the European ldn in Conclusion
2006
, The development of economy of the Czech Republic
register CR EU . . .
is, according to parameters of the alleged madiaden,
year 2003 2004 2006 | 2006|  yery promising after the accession of the CzechuBkp
rate of inflation 01 2.8 2.5 2.2 to the EU which also generally applies to other new
rate of 10.31 9.47 8.13 7.9 member states.
unemployment Macroeconomic reality influences the microeconomic
GDP growth 3.6 4.2 6.1 2.9 reality, although this determinates what macroeotoo
rate of balance of | - 6.2 _6.0 40 07 results will be accomplished. The side of the offems)
checking-account was the considered microeconomic reality.
of trade payments The reality of the market structure in new member
on GDP countries, as well as in the Czech Republic, isiamisly
Source: Www.Czs0.CZ ; www.eurostat.eu imperfect, however, the variety of its forms isitg for
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imperfect competition. A monopoly form of imperfect
competition would be intensified without accessioh
these countries to the EU or abolition of customd ather
trade restrictions. It often leads to abuse of dami
position of a producer, let it be by a monopolyceriof
goods or stagnation in a monopoly disinterest
technological and economic proficiency.

This verity has positively affected the reality of
accession to the EU which invoked a substitutionaof
monopolistic form into an oligopolistic form of impfect
competition besides other facts.

And it is the imperfect competition that can act on

competitive structures in economy, especially at ploint
of creating an oligopoly with a dominant firm thiat a
frequent reality with the possibility to positivelynpress

macroeconomic results of economy. The implemented,
encouragement of small and medium-sized enterprises;

which in principle compose this market fringe, feices
optimism of the perspective.
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Ogopolijos pasipipildymo jtaka naujoms Europos §jungos Saliy
ekonomikoms: Cekijos Respublikos patirtis

Santrauka

DeSimt nauj Saliy 2004 metais ir dvi Salys 2007 metastojo i
Europos $junga. Siojstojimo tikslas buvdveikti neto lyguna, atsiradug
dél naup technologiy taikymo masigje gamyboje. Nauwj technologiy
idiegimas neatsiperka esant maziems produkcijosatiek Be to tam
trukdo ir sumagusi gyventoy perkamoji galia, kuri atsiranda ne tikld
maZ, pensiji naujai jstojusiosej Europos Sjunga Salyse palyginti su
iSsivygtiusiomis Salimis, bet svarbiausiél do, kadtose Salyse yra mazai
vartotojy (gyventoj)). Sy Saliy rinkos monopolizavimas, kurisukelia
daug problem, buvo iSspgsta pasitelkiant Siuos zingsnius.

Kalbama apie monopalij tapima oligopolija su dominuojafia
firma, prie kurios ekonomikos subjektai yra stumialtl vis didé¢jancios
konkurencijos Europos afiingoje, taip pat & didéjanciy vartotojy
poreikiy, nes § perkamoji galia auga. Siai tikrovéiaka daro ne tik
vieSpataujatios vietintss monopoligs firmos, bet ir naujos Europos
Sgjungos Sali jmores, kuriosejdiegtos daug aukStesmn technologijos
negu vietitse kompanijose taip pat siekéwse tapti monopolijomis.
Tokiy monopolistini siekiy apribojimas yra naudingas ekonomikai,
tatiau visa tai reikia atlikti laikantis rinkos ekonds principy.

Esant oligopoliniam (rinkos, konkurenciniam) papittli arba
firmoms, kurios sudaroatpapildyms, atsiranda noras sumazinti iSlaidas,
kurios daug didess negu vietigje firmoje. Kadangi &a kito ido
padidinti pelm, tenka mazinti oligopolijos papildymo iSlaidaslaidy
mazinimas vefia dominuojatiia firma mazinti kainas, o tai
makroekonominiame kontekste ne tik sumazina inflac bet ir
dominuojaiios firmos galimybes rinkoje. Visa tai ateityje \mis
dominuojagtia firma mazinti kaStus ir pakelti konkurencingamSie
veiksniai darataka ir uzsienio prekybos balansui.

Konkurencingumo digimas veikia ir kitus makroekonominius
parametrus maniSkajame keturkampyje, t. y. gata nedarbui.

Vargu ar galimasivaizduoti situacij, kurioje smulkios ir vidutias
imores vaidina lemianp vaidmen Siuolaikirés rinkos ekonomikoje. Tai ir
yra tos firmos, kurios sudaro konkurerigimkos papildym.

Smulkios ir vidutits jmornés sudaro 99 % vis ekonomini
subjekt, t. y. 19,3 milijom; imoniy Europos gjungoje. Joje sukurta 65
milijonai darbo viet.

Sias smulkias ir vidutinegmones remia smuliiimoniy Europos
chartija, yp& ju vidaus politikos srityje. Tai sustipring jtaka kuriant
norima konkurencir aplinka.

Naujy Europos Sungos nam (tarp ji ir Cekoslovakijos
Respublikos)itaka atspindi lyginant 2003 metais (priégkoslovakijos
respublikos §unga), 2004 metusigtojanti Europos Sunga) ir 2006



metus {stojus i Europos $unga), tatiau ne tuojau pat, nes tokie Turéty didéti ne tik keturkampio plotas, bet ir visas augirhasty bati
duomenys gaty biti klaidinantys. tolygesnis. Nepaisant minimalpakitimy infliacijos srityje, esamsituacij
Magiskojo Cekoslovakijos Respublikos keturkampio plotas, Cekoslovakijos Respublikos ekonomikoje galima ldiggtenkinar.

palyginti su Europos fungos keturkampio plotu, yra gana didelis ir Daugyte kity ekonomini veiksniy turéjo jtakos pamiatiems
didéja lyginant Cekijos ekonomil 2004 metais ir 2006 metais. dau pasiekimams. Galima tvirtinti, kaditent nuojstojimoi Europos $unga
ekonomikos teorijai Sitocékmingo vystymosjrodymo nepakanka. Cekijos respublikos smulkios ir vidutia jmores daug prisigjo prie

bendrosios Salies ekonomikos.

Raktazodziai: monopolija, oligopolija, konkurencinis pranaSumas,
mamiSkasis kvadratas, Europaguiiga.
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