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Demand for Lumber and Market Power Definition
Demand for Lumber
An increase in demand for housing increases the demand for lumber. Studies have shown that in the United States, a third of the processed lumber is used to build new houses (Mehrotra & Carter, 2017). As the population increases with the years, there will be an increase in the demand for housing. Additionally, people keep migrating from rural areas to urban areas, thus creating a heightened need for housing. This growth in population results in an increased demand for houses. As new homes are set up, and old ones get repaired, the demand for lumber will escalate.
If there is no need to build more houses, for instance, if the population growth has become stagnant, then a third of lumber will go to waste, or not processed at all. Thus, an increase in the demand for housing leads to a rise in the demand for lumber and vice versa (Mehrotra & Carter, 2017). Therefore, demand for lumber can be categorized as derived demand, because lumber's demand must be obtained from the demand for housing and other sectors where lumber is used.
Market Power Definition
Market power refers to a company's ability to influence a commodity's price, compared to other similar companies, through controlling the demand and supply levels. A company that contains superior market power has the ability to dictate the price as well as create obstacles for new entrants (Djalilov & Holscher, 2016). Such companies are unlikely to lose the market share even if they adjusted the price. These companies are often referred to as monopolies or price makers.
The government regulates these monopolistic companies through multiple means, and one of the significant reasons behind such regulatory measures include preventing excess prices (Djalilov & Holscher, 2016).  The companies that hold market power may set the price of items high above the competitive equilibrium, thus causing limitations to consumer choices due to allocative inefficiency. Additionally, if not regulated, these companies may provide poor quality of services.
The companies may also exploit their suppliers if they have a monopolistic selling power (Djalilov & Holscher, 2016). Moreover, to provide a conducive environment for competition, there is a need to regulate companies' operations with massive market power. However, some companies have acquired market power, and competing firms may not do so well. Such companies need the government's eye to keep inspecting them. Generally, the government regulates monopolies to prevent misuse of market power.
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