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Market Structure

Economists have devised four distinct groupings of industries and their market structure: pure competition, pure monopoly, monopolistic competition, and oligopoly. Blockbuster and its competitors fall closely inline with the market structure of an oligopoly. In an oligopoly there are only a few sellers of an identical or similar product; consequently, each firm is affected by the decisions of its rivals and must take those decisions into account in determining its own price and output. For example, in the world of leisure entertainment rentals, there are only a few major players i.e. Netflix, Blockbuster, Hollywood Entertainment, and Movie Gallery. Because of the shear nature of an oligopoly, Blockbuster is forced to be extremely attentive to the pricing strategy of its competitors. Moreover, due to the relative similarity in to product that is being offered, consumers are eagerly willing to choose on retailer verses the other based solely on rental price.


In an effort to enhance and preserve sales with a non-price strategy, Blockbuster has devised an innovative longer rental policy. In years past, the typical movie rental duration was two to three days. Now, however, on most non new release movies, the average rental duration is seven days.  This subtle but innovative change makes Blockbuster far more attractive for movie rentals versus its traditional competitors. One other recent enhancement that may be pseudo related to price is the recent launch of its “No More Late Fee” policy. This program offers its customers the satisfaction of knowing that if they are a day or two late with a movie rental, they will not face haughty charges in late fees. Prior to the implementation of this program this was the one competitive advantage Netflix offered over Blockbuster. If Blockbuster maintains this innovative program they will ensure their competitive advantage in the leisure entertainment rental business

