Characteristics of the Four Major Market Structures

____________________________________________________________________________________________________________
Characteristics


Perfect


Monopoly

Monopolistic


Oligopoly





Competition




Competition
____________________________________________________________________________________________________________

Number of firms


Very many

One


Many



A few
Firm’s role in 


No role; price taker
Major role; price maker
Some role; price searcher

Some role


Determining Price


Close substitute’s available
Perfect substitutes
No


Yes



Usually, but not always

Barriers to entry or exit

No substantial ones
Extremely Great

Minor barriers


Considerable barriers

Type of product


Homogeneous

Homogeneous

Differentiated


Homogeneous or differentiated

Key characteristic

Firms are price takers
Only one firm

Product Differentiation

Mutual interdependence



Individual firm’s demand curve
Horizontal; perfectly 
Downward sloping
Downward sloping

Depends on the competition




Elastic, MR = P = AR
MR below Demand
MR below demand

due to interdependence
Profit Maximization

Where MR = MC

Where MR = MC

at q*, where D = ATC










And MR = MC
Short-run Profit & Losses

Yes, any of these

Profits & Losses

Yes, any of these
And Zero profit


Shut down point


When the price falls
When price falls below
When price falls below

When Price falls below AVC




Below AVC

AVC


AVC
Long-run equilibrium

At normal, (zero)

Monopoly can continue
At normal (zero)


Depends on the competition





Economic profit

with economic profits
economic profits


due to interdependence
Efficiency


Both, Productive & 
Neither productive nor 
Neither productive nor

Neither productive nor 





Allocative efficiency
Allocative efficiency
allocative efficiency achieved
allocative efficiency achieved
Examples


Agriculture, Chlorine
Local Utilities

Retail Trade, Dresses

Steel, Automobiles, Household -





Financial markets




Shoes



appliances

* Productive Efficiency = 

P = Minimum ATC

* Allocative Efficiency =

P = MC = MR
