Axis 7 - The Market: Concept, Participants,

Types, and Price Determination
1. Concept of the Market:

The market is a virtual or physical place where sellers and buyers meet to exchange
goods and services. The concept of the market goes beyond the physical location; it includes
all means that facilitate buying and selling processes. It is a fundamental mechanism for
balancing supply and demand, helping to set prices and allocate resources efficiently.

2. Market Participants:
The market comprises several main participant categories:

v" Producers (Sellers): Individuals or institutions that produce and offer goods and
services for sale.

v' Consumers (Buyers): Individuals or institutions that demand goods and services
for consumption or use.

v Intermediaries: Facilitate transactions between sellers and buyers, such as brokers
and traders.

v' Regulatory Bodies: Governmental or private entities that regulate markets to
ensure fair competition and prevent monopolies.

3. Types of Markets:
Market classification depends on the used criterion:

+ Using Competition:
= Perfect Competition Market: Characterized by a large number of
sellers and buyers with homogeneous products, making prices
determined by supply and demand factors.
= Monopolistic Competition Market: Several companies sell similar
but not identical products, allowing each company some influence over
its product’s price.
= Oligopoly Market: A few large companies dominate the market and
can significantly influence prices.
= Monopoly Market: A single seller controls the market and sets prices,
such as utility companies in certain regions.
+ Using Goods and Services:
= Tangible Goods Market: Includes markets like food or automotive
markets.
= Services Market: Includes markets for tourism, education, and other
services.
= Financial Assets Market: Includes markets for stocks and bonds.



2. Price Determination in Different Types of Markets

+ In a Perfect Competition Market: Prices are set based on supply and
demand. Equilibrium is achieved when supply equals demand, and prices are
flexible in response to market changes.

+ In a Monopolistic Competition Market: Prices are based on production costs
and targeted profit margins, with some flexibility due to product
differentiation.

+ In an Oligopoly Market: Major companies control prices, and pricing is
influenced by decisions and interactions between competing firms.

+ In a Monopoly Market: The seller is the sole price setter, establishing prices
according to demand levels and consumers’ purchasing power.

Conclusion
The market is a central framework where sellers and buyers engage in economic

exchange. Markets vary by type of competition and the nature of goods and services, which in
turn affects how prices are determined.



