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Chapter-Market 
 

Meaning  
In common language "market" we mean a place where people assemble for purchase 
and sell. 
But in economics the term "market" is used in a wider sense. In economics the whole of 
that region under which commodities are demanded and supplied is called market of 
those commodities. 
 

Definitions 

 
According to Prof. Benham, 
"A market as any area over which buyers and sellers are in such close touch with one 
another either directly or through dealers that the prices obtainable in one part of the 
market affect the prices paid in other parts." 
 
According to Chapman,  

"The term market refers not necessarily to a place but always to commodity or 
commodities and the buyers and sellers of the same who are in direct competition with 
one another".  
 
So it is clear from the above definitions that market does not means only a particular 
place, but it denotes that group of buyers and sellers of a commodity among whom 
there is competitive and free business relation as a result of which the price of 
commodity in a particular time tends to be equal in the whole of the market. 
 
IMPORTANT FEATURES OF MARKET 
 

1. One Commodity:- The market must have a commodity each commodities 

should have a separate market for example gold market, clothes market, wheat 

market etc. 

2. Buyers and Sellers:- There must be buyers and sellers of the commodity in the 

market because without them sale & purchase activity cannot be conducted. 

3. Area:- There should be an area in which buyers and sellers of the commodity live 

in. It is not essential that buyers and sellers should come to a particular place to 

transact the business. 

4. One Price:- The price of a commodity should be the same in the whole of market 

which is possible only under perfect competition. But according to modern 

economics it is not essential that the price of commodity should be the same. 

 

 
 



 

Micro Economics Page 2 
 

CLASSIFICATION OF MARKET 
 

1. According to Place or Area:- for example Local Area Market, Regional Market, 

National Market  & International Market. 

 

2. According to Time:- Daily Market, Short Period Market & Long Period Market. 

 

 

3. According To Competition:- Perfect Competition Market and Imperfect 

Competition Market 

 

 

Classification OR Different Forms of Market On The Basis Of 

Competition 
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PERFECT COMPETITION 

 
Meaning 
Perfect competition is a market situation in which large number of buyers and sellers 
are engaged in in purchasing and selling of homogeneous product. 
In perfectly competitive market the number of buyers and sellers should be large 
enough so that no buyer or seller can influence price by his own effort. The price of 
commodities remains constant in the whole market. Buyers and sellers both have 
perfect knowledge of the market.  
 

Definitions 

According to Leftwitch 

"Perfect competition is a market in which there are many firms selling identical products 
with no firm large enough relative to the entire market to be able to influence market 
price." 
 
According to Mrs. Joan Robinson 
"Perfect competition prevails when the demand for the output of each producer is 
perfectly elastic." 
 

Features Or Characteristics Of  Perfect Competition 
 

1. Large Number Of Buyers And Sellers:- Under perfect competition we found 

large number of buyers and sellers. The number of firms in the market is so large 
that a single firm cannot influence the price and the quantity supplied. No firm 
can impact the whole quantity supplied in market. Similarly the number of buyers 
is very large that no single is able to influence the market price in anyway. 

 
2. Homogeneous Product:-  Under perfect competition market there is no product 

differentiation. The product sold by each seller is similar in quantity, quality and 
price. 

 
3. Freedom of entry and exit of New Firms:- There is no restriction on the entry 

of new firm in the market. Similarly existing firms are free to quit the market. 
 

4. Perfect Knowledge Of The Market:- Consumers and producers possess perfect 

knowledge about the market conditions in a perfectly competitive market. Buyers 
know the price at which goods are sold at a particular place. Similarly, the sellers 
also know the highest price which buyers are willing to pay for their product. 

 
5. Perfect mobility of factors :- Under perfect competition the factors of 

production(labour) can move freely from one industry to another and form one 
firm to another. 
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6. No transportation cost:- In perfectly competitive market all firms are assume to 
have equal competitive power. Hence the element of transportation cost 
difference between firms is nil. 

 
 

PURE COMPETITION 
 
According to Chamberlin 
"Pure competition means competition unallowed by monopoly elements. It is a much 
simpler and less exclusive concept than perfect competition for the later may be 
interpretated to involve perfection in many other respects than in the absence of 
monopoly." 
 
In simple words, pure competition consist three elements or features:- 

1. Large number of Buyers & Sellers. 
2. Homogeneous products. 
3. Free entry and exit of firms 

 
Whereas, In Perfect competition we find two additional elements or features  

1. Perfect knowledge of market. 
2. Perfect mobility of factors. 

 

 

Some Important questions: 

1. Define Market.  

2. Mention the basic features of Market. 

3. What do you understand by Perfect Competition Market? 

4. Explain any five features of Perfect competition market. 

 

 

 

 


