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[bookmark: _Toc116467743]Introduction 
A subfield of economics known as "management economics" examines how business leaders might make better use of economic principles in their daily decision-making. The study of how products and services are created, exchanged, and used is known as economics (McGuigan, Moyer and Harris, 2016). A company's operations cannot be separated from economics. The whole enterprise relies on this one idea as the foundation for all of its assumptions, projections, and capital expenditures. The field of management economics focuses on the application of economic theory and principles to the problem of allocating limited resources effectively (Hirschey, Bentzen and Scheibye, 2020). When businesses are having trouble, they turn to management economists to help them figure out a sensible course of action. Demand, cost, manufacturing, marketing, and planning for the future are only a few of the uses of this information. One of the managerial economics' greatest strengths is that it provides a reasonable answer to any issue that may crop up in the course of running a business, provided that the manager adheres to the company's microeconomic principles (Samuelson, Marks and Zagorsky, 2019). This essay examines the market structure, an important idea in the field of managerial economics. This essay's purpose is to examine the various market structures and the impact they have on management choices by drawing on relevant examples from actual business settings.





[bookmark: _Toc116467744]Main body 
[bookmark: _Toc116467745]Overview of market structure 
In the field of economics, the term "market structure" refers to the method by which various sectors are categorised and distinguished from one another depending on the level of rivalry for products and services that they face. It is focused on the features that impact the behaviour and results of organisations functioning in a certain market (Graf, 2016). Specifically, it concentrates on the factors that influence the conduct of companies. Understanding the nuances of various markets is simplified by the use of market structure. The providers and the people who are looking to buy make up the majority of the market. Equal and necessary contributions come from both sides. How prices are established in a market is determined by the structure of the market. To achieve a quantity that is considered to be in balance, sellers and buyers will work toward finding a price that is acceptable to both groups (Hirschey, Bentzen and Scheibye, 2020). The number of buyers and sellers, the capacity to bargain, the degree to which items are differentiated, the degree to which there is specialization in the market, and the ease with which one may join or leave the market are some of the characteristics that help establish the form of a market (Sloman, Garratt and Guest, 2018). Five primary organisational formats are used in marketing. It includes monopolistic competition, perfect competition, oligopolistic markets, monopolistic markets, and duopolistic markets. There are a few distinct characteristics that can be used to differentiate one market structure from another. Some examples of these characteristics include the buyer of the industry, the turnover of clients, the degree to which products can be differentiated, the nature of the expenses of inputs the number of competitors operating in the market as well as the market share held by the most dominant competitor (Baligh and Richartz, 2012.). It is possible to identify characteristics that are comparable to others by comparing the aforementioned aspects against each other. As a result, it is much simpler to classify and distinguish enterprises operating in various sectors of the same industry. Here in the later part of this essay detailed explanation of each of those five market structures is going to provide along with their impact on managerial decision-making. 
[bookmark: _Toc116467746]Perfect competition 
When all businesses in a market offer the same good or service, the market is said to be in a state of perfect competition, and those businesses often have no say over the prices that they charge for their goods or services (Srivastava, Alpert and Shocker, 2011). In this market, buyers have extensive, even exhaustive, information on the item being sold. They are aware of which company provides a certain good at a given price. All resources, including labour, are freely available, and there are no restrictions on who may start a business or who can leave one.
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[bookmark: _Toc116467753]Figure 1: Perfect competition
Source: (MacHovec, 2018)
The supply and demand curves for the industry are shown on the right, and their interactions determine the market equilibrium, P1, in the perfectly competitive market diagram shown above. The companies on the far left are price takers. They have a fully elastic demand curve. In Q1, when MC equals MR, a company's profits are maximised, and normal profits are made because AR equals MC (AC).
In a perfectly competitive market, there are many willing buyers and sellers. In this market, in contrast to the large, monopolistic corporations that often set prices by adjusting supply and demand, many of the sellers are much smaller businesses. In a market with perfect competition, consumers have access to data on all available services and products (MacHovec, 2018). The government has a crucial role in shaping and regulating markets and balancing supply and demand. However, in a perfectly competitive market, the government is unable to impose many regulations on consumers and businesses. In addition, perfect competition is a current theoretical notion that has very limited practical application.
An organisation which operates under perfect competition must have to make managerial decisions based on the interaction between the buyers and sellers (Hirschey, Bentzen and Scheibye, 2020). Again the companies always have the plan to control the price range without thinking about much profit because without doing so more companies will come to the industry and the competition will become very high. 
[bookmark: _Toc116467747]Monopoly 
There is only one business in a monopolistic market. It is the only player in its industry and the only place where its items may be purchased. Factors that define this market include exclusive rights to use resources, patents and copyright, government licencing, or significant start-up expenses. Since monopolies often exhibit the aforementioned traits, new entrants to the market are effectively barred (Jeffreys, 2019). Since the firm can control the market and choose to price, it continues to function as a single vendor. A monopoly is a company model in which there is no alternative to the offered product or service in the market. Monopolies have the power to mandate price increases or decreases and to erect obstacles to entry for new rivals (Jeffreys, 2019). Monopolies are formed when a company either vertically integrates all stages of production and distribution or horizontally integrates by acquiring all other players in the market.
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[bookmark: _Toc116467754]Figure 2: Monopoly market structure
Source: (Robinson, 2018)
When operating under monopoly conditions, an awareness of the customer demand curve is crucial. When one company controls an entire market, the terms "firm" and "industry" become meaningless. Since there is just one monopolising entity, the demand curve it generates represents the whole industry. The monopolist confronts a declining demand curve because customer demand falls off to the right (Robinson, 2018). This implies that if the monopolist lowers the price of his product, more people will buy it, and if he raises the price, fewer people will buy it.
When it comes to business practices, Facebook operates like a monopoly. The social media market is dominated by Facebook, which has the largest share. Because no direct competitors exist, it can set its prices, and it has the lion's share of the global market, it is categorised as a monopoly. In addition, in 2014, it purchased WhatsApp, a social media competition that was on an upward trend and posing a serious threat to Facebook (UK Tech News, 2022). This means that Facebook holds almost all of the social media market. It is entirely up to the leadership of a monopoly to make all of the necessary managerial choices. Because there is no need for the management to consider competing businesses or their tactics. A monopoly firm has unrestricted control over the pricing and availability of all of its goods and services.
[bookmark: _Toc116467748]Monopolistic competition 
The term "monopolistic competition" describes a market structure where monopoly and competition coexist. Retailers compete with one another by differentiating their products from their rivals in terms of quality and marketing (Keppler, 2011). In this setting of intense rivalry, businesses must match or beat the prices set by their rivals while disregarding the effect their pricing may have on sales. In monopolistic competition, all firms have equal competition and are free to make decisions without influencing one another. Imperfection in competition characterises the marketplace. Two main features of monopolistic competition emerge when contrasting the short and long terms (McGuigan, Moyer and Harris, 2016). In the short term, businesses engaging in monopolistic competition generate profitability, but in the long run, they generate no economic profit at all. The latter is another consequence of the ease with which businesses may enter and leave the market. Short-term economic gains encourage new entrants, who in turn bring forth more competition, reduced prices, and high production.
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[bookmark: _Toc116467755]Figure 3: Monopolistic competition in the short run
Source: (Solow, 2012)
Within a very little time frame, the monopolistic firm optimises earnings and fully benefits from its dominant market position. Wherever MR equals MC, a company is making the most money possible. At Q1 production and P1 pricing, the profit is abnormally high.
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[bookmark: _Toc116467756]Figure 4: Monopolistic competition in the long run
Source: (Solow, 2012)
Companies that engage in monopolistic competition will, over time, continue to produce at a level such that marginal revenue and marginal costs are equivalent. Because they make use of resources that aren't being put to good use, businesses that function under monopolistic market structures are inefficient both in terms of production and allocation. As a result of the vast number of competing businesses, each participant maintains a negligible market share and is unable to have any influence on the selling price of the product (Zhelobodko, Kokovin and Thisse, 2019). As a result, there is no possibility of collaboration between firms. In addition, monopolistic competition benefits greatly from novel ideas and a wide range of options. For businesses to appeal to their target consumers, they need to continually engage in product development and promotion, and they need also to enhance the range of items they provide. Therefore, the factors of quality, cost, and marketing make up the basis of competition with other firms (Zhelobodko, Kokovin and Thisse, 2019). Restaurants compete with one another not just on pricing but also on the quality of their meals. Differentiating the products offered by the company is an essential component of the operation. When compared to other types of businesses, opening a new restaurant has very few prerequisites. Therefore, it is an excellent illustration of monopolistic competition in its purest form.
[bookmark: _Toc116467749]Duopoly 
Two enterprises dominate or corner a market, creating what economists call a duopoly. Because of how easy it is to understand, it is the kind of oligopoly that is researched the most. In a competitive market, where each customer's decision does not affect the company, duopolies offer their products to individual customers. Both duopolies and oligopolies have the distinguishing attribute of being characterised by the fact that the choices made by sellers are reliant on each other (Sloman, Garratt and Guest, 2018). The Cournot duopoly and the Bertrand duopoly are the two most common types of duopoly models. The Cournot model demonstrates that two businesses assume one another's output and regard this as a precise amount. They then produce in their own company according to this amount, which is based on the assumption. The Bertrand model, in which, in a game between two businesses, one of them will presume that the other will not modify prices in response to its price reduction; this is because the Bertrand model assumes that two firms would play a game against each other (Samuelson, Marks and Zagorsky, 2019). If both companies follow this line of reasoning, they will arrive at a Nash equilibrium.
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[bookmark: _Toc116467757]Figure 5: Duopoly diagram
Source: (Crampes and Hollander, 2016)
A duopoly is a condition in the market in which two competing firms together exert both positive and negative effects on customers and enterprises. One of its benefits is that it does not have any other major rivals. It presents two businesses with the possibility of working together to achieve their shared goal of maximising earnings. To put it another way, the current state of the market makes collusion and collaboration conceivable. Companies that are part of a duopoly don't make efforts to provide new goods or services to the market (Crampes and Hollander, 2016). They are more concerned with introducing innovative features to the goods and services they already provide. The primary drawback of a duopoly is that it restricts the extent to which free commerce may occur. Customers have substantially less of a selection to choose from in terms of items because only two firms are competing in the industry (Crampes and Hollander, 2016). Because of the obstacles that are created by established businesses, it is challenging for new businesses to enter the market and earn a portion of the market share.
In terms of making decisions in the duopoly market structure, the management of an organisation just needs to think about the other organisation's strategy. The competition among the only two existing organisations in the market is less so the management doesn't need to think much about lots of business policies. Here most of the important managerial decisions can be taken by just following the only competitor business organisation (Graf, 2016). For instance, Mastercard and VISA are examples of corporations that are considered to constitute a duopoly in the market structure. Because they control about 80 per cent of all card transactions in the European Union, the two well-known corporations that provide payment solutions are an excellent illustration of a duopoly. Both companies have considerable pricing power and have shown to be durable in the face of new competitors in the payments industry. This is not a secret. Both Pepsi and Coca-Cola are household names thanks to their popular fizzy beverage products and are examples of a duopoly. According to Statista, the Coca-Cola business had 43.7% of the market share in 2019. During the same period, Pepsi's share of the market reached a total of 24.1% (Statista.com, 2022).
[bookmark: _Toc116467750]Oligopoly 
In an oligopolistic market, a small group of companies coordinates its price and production strategies. In this market, where there are relatively few companies, each one has considerable sway. When comparing oligopoly to monopoly, monopolistic competition, and perfect competition, it's important to note that oligopoly enterprises must consider how their actions will affect one another (Baye, 2009). The impacts of enterprises' mutual reliance on one another's pricing and production choices are fundamental to oligopoly analysis. Oligopolies may take many forms. When all of the companies in an oligopoly are the same size, we say that the oligopoly is symmetric. The oligopoly is asymmetrical when this is not the case. In a typical asymmetric oligopoly, there is a single dominating company. Products in an oligopolistic business may be either homogeneous or diverse (Baye, 2009).
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[bookmark: _Toc116467758]Figure 6: Diagram of oligopoly
Source: (Baye, 2009)
Oligopoly marketplaces may be shown in a variety of ways. It is essential to keep in mind that businesses operating in an oligopoly might act in a variety of different ways. To put it another way, under the kinked demand curve model, the firm's earnings are maximised at Q1, P1, where MR=MC. This means that the market price may not respond to a change in MC (Graf, 2016). The results of oligopolistic competition may be rather varied. For the same reasons that monopolies drive up prices and limit output, some businesses may resort to monopolistic behaviours like price fixing and other forms of restraint on trade. A cartel is a group of businesses that have agreed to stop competing with one another in exchange for financial benefits. The Organization of the Petroleum Exporting Countries (OPEC) is a classic oligopolistic country cartel since its members control a large portion of the world's oil supply and hence have a significant impact on the global price of oil. In some contexts, however, oligopolistic competition might result in cheap prices and high output due to the heightened intensity of the market. In theory, this may provide results as efficient as perfect competition. When there are many firms in an industry, the level of competition might rise to the level of an oligopoly (Hirschey, Bentzen and Scheibye, 2020). More businesses in an industry theoretically mean less profit for each company via collusion, making it more difficult for cartels to thrive. As a result, established businesses may have greater reasons to break from the norm. This conclusion, or connection, is rather more unclear and mixed, though, and is reached more intuitively.
The finest illustration of oligopoly may be found in the information technology industry. Apple and Microsoft are two of the most well-known operating systems for computers. Those two companies have cornered the market. As the third company in this oligopoly, Linux Open Source is not to be overlooked. However, other than those three, there aren't many more competitors since they control almost 100% of the worldwide market share. Importance of making managerial decisions in the oligopoly market structure most of the time organisations put more importance on the innovation and differentiation of their products and services. Because there are only a few firms and the price of the products are almost the same, product differentiation can help an organisation ensure a competitive edge (Baye, 2009). In the above example of Microsoft and Apple, both of the companies are competing with each other with their innovation and pricing strategies which have helped them to involved in efficient business practices.


[bookmark: _Toc116467751]Conclusion 
In summary, different types of market structures have different types of characteristics. Various market structures provide different strengths and weaknesses to the firms that are operating under the specific market structure. In this essay, 5 different types of market structures along with their characteristics, strengths and weaknesses have been analysed. The ways by which managerial decisions are made by the business organisations which are operating under those market structures have been discussed in this essay. 
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