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Part A. Topics
Topic list
1. Market power
2. Price takers
1. First topic
Market power
Market power refers to the extent to which an organization has the ability of influencing the price of a product by exercising control over its demand, supply or both (Clarke 6). The concept of perfect competition is to the effect that all organizations in a market are presumed to have a zero market power (Gill and John 671). This therefore means that all business organizations are obliged to accept the existing market price without the ability of exercising control over it. On the contrary, reality has it that in every market there exist variations in levels of market power.  An example would be organizations that have highly differentiated products possessing almost monopoly power.



2. Second topic
Price takers
In economics, price takers are those who participate in the market but have no ability of dictating the prices in the market (Mankiw 12). Consequently, price takers are left with no option but to accept working with the existing market price. As such, price takers have inadequate market power to influence the prices of goods and services. Practice indicates that price takers thrive in a perfectly competitive market reason being that all organizations trade in similar products, the number of sellers and buyers is huge, consumers have access to information related to prices charged by other companies and there are no barriers to entry or exit (Gill and John 663). A scenario that presents opportunities for price takers could be the agricultural market. Such a market has all the above mentioned characteristics and therefore a partaker trading in this field cannot determine the price.
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