Market and market structure

1. State true or false and briefly explain your answer.:

(a) For a market to exist, buyers and sellers have to be in physical contact.

(b) Firms compete I terms of price only. 

2. Does a market exist in each of the following situation? Explain.

(a) Mary faxes an order for a set of computers to a computer firm.

(b) John buys some soft drinks in a supermarket.

(c) May buys some Australian dollars by calling the customer services hotline of her bank.

3. If an individual firm charges a price higher than the other sellers in a perfectly competitive

Market, what would happen? Why

4. If ever seller takes the price under perfect competition, how can the market price ever change?

5. As the only producer of the monopolize product, a monopolist faces no competition at all. Is it correct? Explain.

6. A monopolist can raise price by restricting output. If it is true, will a monopoly always restrict output to set a very price?

7. In what aspects is monopolistic competition similar to perfect competition, and in what aspects does it process monopoly power?

