Name: ________________________________________________________________________________
CHAPTER 7 – Market Structures

Activator Chapter 7 Section 1

Write down the names of three companies:

1. Company with very little competition ___________________________________________________________
2. Company with two to three major competitors _____________________________________________________
3. Company with many competitors _______________________________________________________________
· Which situation do you think describes most markets in the United States? __________________________

 
Chapter 7 – Market Structures
Section 1 – Perfect Competition

· Perfect Competition – also known as __________________________________, large number of firms producing _____________________________________________________________________
·  No participants are large enough to have the _________________________________________________________
______________________________________________________________________________________________
·  Buyers and sellers are so numerous that no ___________________________________________________
________________________________________________________________________________________
·  eg. 100 firms, each firm has ___________________ of the market 
· Four Conditions: 
1. Many _______________________________________________ 
2. Goods offered for sale are _______________________________________________________________
3. Buyers and sellers have _________________________________________________________________
4. Sellers are able to ______________________________________________________________________

Application – Conditions of Perfect Competition , pgs. 151- 153
	Condition of Perfect Competition
	Description 
	Example(s) 

	1. Many Buyers and Sellers 
	
	

	2. Identical Products 
	
	

	3. Informed Buyers and Sellers 
	
	

	4. Free Market Entry and Exit 
	
	




 
Examples of Perfect Competition in the “Real World”

Commodities:
· Wheat
· Oranges
· _______________________________________
· Corn 
· ________________________________________
· ________________________________________

Section 2 – Monopoly
· Monopoly - when ______________________________________ controls the market of a _____________________
______________________________________________________________________________________________
· Microsoft, _________________, _______________________
· Complete __________________________________________
· Government Monopolies – a monopoly ____________________________________________________________ 
· Patent – gives a company _________________________________________________________________________
· Franchise – the right to sell a ______________________________________________________________________
· License – a government issued __________________________________________________________________
· Price discrimination – division of customers __________________________________________________________
· Market Power – ability to ________________________________________________________________________

Application – Targeted Discounts, pgs. 163 - 164
	Targeted Discounts
	Description 

	1. Discounted Airline Fares 
	

	2. Manufacturers Rebate Offers 
	

	3. Senior Citizen or Student Discounts 
	

	4. Children Fly or Stay Free Promotions 
	





Section 3 - Monopolistic Competition

· Monopolistic Competition – many companies selling ___________________________________________________
· Market for __________________________________________
Four Conditions of Monopolistic Competition
1. Many __________________________
2. Few ___________________________________________
3. Slight control over ________________________
4. Differentiated _____________________________ (main difference between perfect and monopolistic competition) 

Application – Nonprice Competition, pgs. 167 - 168

	Characteristic
	Description 
	Example(s) 

	1. Physical Characteristics 
	
	

	2. Location 
	
	

	3. Service Level 
	
	

	4. Advertising, Image or Status 
	
	



Oligopoly

· Oligopoly – a market structure in which a _______________________________ dominate a market; four largest firms produce_____________________________________________________________________
· Automobile industry, _______________________________________, beer industry, cartels
· Characteristics
· High _________________________________________ 
· Collusion – businesses work together to ________________________________, agreement to ___________________________________________________
· Price Fixing – agreement among firms to ________________________________________________
· Cartel – a formal organization of producers that _______________________________________________________ (OPEC) 









Chapter 7 Concepts Review

	Statement 
	Market Structure 
	Explanation 

	1. Jane can purchase a share of Microsoft stock from Smith Barney or Schwab. There is no difference in the price of the product. 
	
	

	2. GM, Ford and Chrysler comprise 80% of the market share for automobiles. 
	
	

	3. It is nearly impossible to compete with the NFL . 
	
	

	4. In the market for cell phones, there are a number of different companies to select from. 
	
	

	5. OPEC controls the world’s supply of oil. 
	
	

	6. Cilantros offers free meals to children under 12. 
	
	

	7. Publix uses the slogan, “where shopping is a pleasure”, to differentiate their products. 
	
	

	8. Microsoft used its market power to illegally force companies to not use Netscape browsers. 
	
	




Comparison of Market Structures

	
	Perfect Competition 
	Monopolistic Competition 
	Oligopoly 
	Monopoly 

	Number of Firms 
	
	
	
	

	Variety of Goods 
	
	
	
	

	Control Over Prices 
	
	
	
	

	Barriers to Entry 
	
	
	
	

	Examples 
	
	
	
	



