FOREY, Inc. competes against many other firms in a highly competitive industry.  Over the last decade, several firms have entered this industry and, as a consequence, FOREY is earning a return on investment that roughly equals the interest rate.  Furthermore, the four-firm concentration ration and the Herfindahl-Hirschman index are both quite small, BUT the Rothschild index is significantly greater than zero.  Based on this information, which market structure best characterizes the industry in which FOREY competes?  Explain
The information describes a perfectly competitive market structure as the industry under which Forey Inc. competes. The conclusion emanates from the understanding of reduced rates of returns with the entry of new firms in the industry, while also no mention of any restrictions for new entries. The description also mentions that the four-firm concentration and the Herfindahl Hirschman index are both quite small, which indicates than none of the participants involved have the power to influence or even to set the market price (Brezina, Pekar, Cickova, & Reiff, 2016). The analysis fits with the description of a perfect competitive market industry, “A market is said to be perfect when all the potential buyers and sellers are promptly aware of the prices at which the transactions will take place. Under such conditions, the price of the commodity will tend to be equal everywhere.” However, the Rothschild index being significantly greater than zero indicates that there is diversification of products among the competitors, but not significant enough to create a monopoly facing one business in the industry (Keil, 2017). With the existence of relative freedom to enter and exit the industry, Forey Inc. will witness a decrease in its profits within the short-term, so long as more competitors enter the industry. In the long run, the company will enjoy normal economic profit. 


References
Brezina, I., Pekar, J., Cickova, Z., & Reiff, M. (2016). Herfindahl–Hirschman index level of concentration values modification and analysis of their change. Central European journal of operations research , 24 (1), 49-72.
Keil, J. (2017). The trouble with approximating industry concentration from Compustat. Journal of Corporate Finance , 45, 467-479.


