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Distribute handout ‘Different Types of Market Structure’ 

Exercise a

Help students understand the difference among pure (or perfect) competition, monopolistic competition, pure oligopoly, differentiated oligopoly, and monopoly. Ask the following questions: 

i. What is the difference between homogeneous and differentiated products? (Homogeneous products are identical; differentiated products vary in quality and type. Raw cane sugar is homogeneous; candy bars are differentiated.)
ii. What is the difference between pure competition and monopolistic competition? (Under monopolistic competition, products are differentiated and competition takes place in terms of both price and quality. In pure competition, products are identical and market forces set the price.) 
iii. Is monopolistic competition close to monopoly? (No. It is closer to pure competition because it has many firms.)
iv. What are the main characteristics of oligopoly? (few firms, price leadership, barriers to entry.) 
v. What is the difference between pure oligopoly and differentiated oligopoly? (Pure oligopolists make identical products; differentiated oligopolists make products that compete a against each other in terms of quality.) 
vi. What are some examples of barriers to entry? (Large advertising costs, patents, licenses, high level of capital investment.) 
vii. What is the distinguishing characteristic of a monopoly? (Only one form in an industry or in a particular geographical area or in a particular market in which other firms are unable to compete.) 
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