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ABOUT THE STUDY

Industrial organisation is a branch of economics that expands 
on the idea of the business by analysing the composition of 
enterprises and markets (and, consequently, the distinctions 
between them). The perfectly competitive model is complicated 
in practise by factors including transaction costs, knowledge 
gaps, and barriers to entry for new businesses that may be related 
to imperfect competition. It examines factors, particularly those 
resulting from governmental acts that influence business and 
market organisation and behaviour along a continuum between 
competition and monopoly. There are various ways to approach 
the topic. An overview of industrial organisation, including 
metrics of competitiveness and the size-concentration of 
enterprises in an industry, can be provided using a descriptive 
technique. A second method, which combines internal company 
research and development along with issues of internal 
reorganisation and renewal, uses microeconomic models to 
describe internal business organisation and market strategy. A 
third component focuses on public policy in relation to economic 
regulation, antitrust law, and, more broadly, the economic 
governance of law in establishing property rights, upholding 
contracts, and establishing organisational frameworks. Game 
theory has been widely used in industrial economics, which 
has led to its export to other subfields of microeconomics 
like behavioural economics and corporate finance. Antitrust 
law and competition policy have been significantly impacted 
in practise by industrial organisation. Industrial organisation 
studies these market frameworks’ effects in settings with Price 
discrimination, Product differentiation, Experience goods and 
Durable goods.

Price discrimination
Price discrimination is a microeconomic pricing technique 

in which the same provider sells the same or substantially 
similar items or services in different marketplaces at different 

prices. The more significant variation in production costs for the 
variously priced products involved in product differentiation 
sets it apart from price discrimination. Price differentiation 
mostly depends on the variability in customers’ willingness to 
pay and in their demand’s elasticity. In a perfectly competitive 
market, all prices that are subject to price discrimination 
are higher than the equilibrium price. However, some prices 
subject to price discrimination may be less than those set by 
monopolists who operate on a single price.

Product differentiation
In terms of economics and marketing, differentiating 

a product or service from competitors in order to increase 
its appeal to a specific target market is known as product 
differentiation (or simply differentiation). This entails 
setting it apart from both the firm’s own products and those 
of competitors. Depending on their resource endowments, 
businesses can create unique competitive advantages over 
rivals. The ability to differentiate oneself from the competition 
and access new market segments is made possible by resource 
endowments for businesses. Therefore, differentiation is the 
practise of highlighting a product or offering’s distinctions 
from those of competitors in order to increase its appeal to a 
certain target market.

Experience goods
An experiential good is a thing or service where the 

features of the product, such as quality or pricing, are hard to 
observe beforehand but may be determined after consumption. 
Philip Nelson was the one who first came up with the idea by 
contrasting a search good with an experience good. Experience 
goods make it challenging for consumers to make informed 
decisions about their purchases. They encourage inertia and 
reward reputation in service industries like healthcare. As a 
result of consumer concern that lower costs might be a sign 
of unobservable flaws or quality problems, experience goods 
often have lower price elasticity than search goods.
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Durable goods
A durable good, in economics is one that lasts a long time 

or, more specifically, one that generates utility over time as 
opposed to being consumed entirely in one use. Since bricks 
should theoretically never wear out, they may be regarded as 

fully durable items. Durable goods are frequently characterised 
by long intervals between successive purchases, as highly 
durable goods like refrigerators or cars typically continue to be 
useful for several years of use.


