
 

MARKETS 

Microeconomics studies indi-

vidual markets by simplifying 

the economic system by as-

suming that activity in the 

market being analysed does 

not affect other markets. This 

method of analysis is known 

as partial-equilibrium analysis 

(supply and demand). This 

method aggregates in only one 

market.  

General-equilibrium theory 

studies various markets and 

their behaviour. It aggregates 

across all markets. This meth-

od studies both changes in 

markets and their interactions 

leading towards equilibrium. 

 

 



Microeconomics examines how enti-

ties, forming a market structure, inter-

act within a market to create a market 

system. These entities include private 

and public players with various classifi-

cations, typically operating under scar-

city of tradable units and 

light government regulation. The item 

traded may be a tangible product such 

as apples or a service such as repair ser-

vices, legal counsel, or entertainment.  

What is a market? 

What  happens in  a  market?  

In theory,  in  a  f ree  mar-

ket ,  the  aggregatesof  quanti ty 

demanded  by buyers  

and  quant i ty supplied  by sel lers  

may reach  economic equil ibri-

um  over  t ime in  react ion  to 

price changes;  in  pract ice,  vari -

ous  issues  may prevent  equil ib-

r ium, and any equil ibr ium 

reached may not  necessari ly 

be  morally equitable .  For exam-

ple,  i f  the  supply of  heal thcare 

services  is  l imi ted  by  external  

factors ,  the  equil ibrium price 

may be unaffordable  for  many 

who desire  i t  but  cannot  pay for 

i t .   

 

 

 

 

 

 

Market forms 

Forms include monopoly (in which 

there is only one seller of a 

good), duopoly (in which there are on-

ly two sellers of a good), oligopoly (in 

which there are few sellers of a 

good), monopolistic competition (in 

which there are many sellers produc-

ing highly differentiated 

goods), monopsony (in which there is 

only one buyer of a good), 

and oligopsony (in which there are 

few buyers of a good).  


