                                                           Chapter 7 terms economics.
Perfect competition- one with a large number of firms all producing essentially the same product.

Commodity- a product that is considered the same regardless of who makes or sells it.

Barriers to entry- factors that make it difficult for new firms to enter a market.

Imperfect competition- a market structure that does not meet the conditions of a perfect competition.

Start up costs-the expenses that a new business may pay before the first product reaches the customer.

Monopoly- barriers prevent firms from entering a market that has a single supplier.

Economies of scale- if a firm start up costs are high, and its average costs fall for each additional unit it produces.
Natural monopoly- a market that runs most efficiently when one large firm produces all the output.

Government monopoly- a monopoly created by the government.

Patent- one way a government can give a company monopoly power.

Franchise- a contract issued by a local authority that gives a single firm the right to sell it’s good in an exclusive market.

Price discrimination- when a monopolist is able to divide customers into one or two groups and charge a different price to each group.
Market power- the ability to control prices and total market output.

Monopolistic competition- when companies compete in in an open market to sell products that are similar but not identical.

Differentiation- enables a monopolistic competitive seller to profit from the differences between his or her product and competitors product.

