Perfect market: 

A market is said to be perfect when all the potential sellers and buyers are promptly aware of the prices at which transactions take place and all the offers made by other sellers and buyers, and when any buyer can purchase from any seller and conversely. Under such a condition, the price of a commodity will tend to be the same (after allowing for cost of transport including import duties) all over the market. The prevalence of the same price for the same commodity at the same time is the essential characteristics of a perfect market.

Imperfect market: 

A market is said to be imperfect when some buyers or sellers or both are not aware of the offers being made by others. Naturally, therefore, different prices come to prevail for the same commodity at the same time in an imperfect market.

Conditions of a perfect market: Existence of certain conditions constitutes a perfect market. These conditions are:

i) Free and perfect competition: In perfect market, there are no restrictions either on the buyers or on the sellers. They should be absolutely free to buy from or sell to anybody they like. There should be no monopolies.

ii) Cheap and Efficient transport and communication: Same price for the commodity will not rule if the information about changes in prices con not be quickly transmitted or if the commodity can not be cheaply and speedily transported. Hence, efficient and communication system is essential for a perfect market.

iii) Wide Extent: A perfect market is sometimes considered synonymous with a wide market. In order to a wide market, a commodity should be portable, durable, gradable and should have a wide demand.

Pure competition: Pure competition is said to exist when the following conditions are fulfilled:

i) Large number of buyers and sellers

ii) Homogeneous product

iii) Shape of demand curve in pure competition
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Figure: Average revenue curve or sales curve of a firm under pure competition

Perfect competition:

Conditions of perfect competition:

i) Large number of buyers and sellers

ii) Homogeneous product

iii) Free entry or exit 

iv) Perfect knowledge

v) Absence of transport costs

vi) Perfect mobility of the factors of production

Imperfect competition: Imperfect competition takes three main forms

i) Monopolistic competition

ii) Oligopoly

iii) Monopoly

Monopolistic competition: The main features of monopolistic competition are as under

i) Under monopolistic competition, the number of dealers is not large; at any rate not so large as under perfect competition

ii) The products are not homogeneous, they are, on the other hand, differentiated, inter alia, by means of different labels attached to them such as different brands of toilet requisites.

iii) Either in ignorance or on account of transport costs or lack of mobility of the factors of production, same price does not rule in the market throughout.

iv) Under monopolistic competition, the demand curve or sales curve or what is also called average revenue curve, is not a horizontal straight line. It is, on the other hand, a downward sloping curve.

v) Thus, under monopolistic competition, the demand for the product is not perfect elastic; it is responsive to changes in price
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Price determination under perfect conditions

The interaction between demand and supply determines the price of a commodity. Let us take and example of a poultry birds from (broilers) and determine market price of a it under perfect competition from the table given below. Because perfect competition is not only a dependable market situation but accepted by all in determining price of commodities.

Table: Table showing equilibrium between demand and supply of poultry birds (broilers)

	Price 

(Tk/kg)
	Quantity demanded

Thousand kg/week
	Quantity supplied (Thousand kg/week)
	Pressure on price

	80
	5
	1
	Falling

	90
	4
	2
	

	100
	3
	3
	Equilibrium

	110
	2
	4
	

	120
	1
	5
	Rising


It is observed from the above schedule that when price of broiler is taka 80, demand is the highest in the market but supply is the lowest. When price of the broiler rises gradually up to taka 100 per kg. Both demand and supply become equal to 3000 kg. per week. Again further increase in price of broiler , demand decreases but supply increases at an increasing rate. Thus we can say that quantity supplied varies with change in price. The price which will tend to settle down or come to a stable position in the market in one i. e. taka per kg. which equals both damned and supply of broiler at neutral level is known as equilibrium price.

The quantity of bought and sold (demand and supplied) at equilibrium price is called equilibrium price and the equilibrium amount are the result of interaction between demand and supply made by the buyers and the sellers. The schedule can be depicted with the help of demand and supply curves shown below:   

In figure DD and SS represent demand and supply curve SS is slopping upward. Both demand and supply curves are in equilibrium at point E. Where DD and SS intersect each other. It means that only at price taka 100 corresponding to amount 3,000 kg. the quantity demanded is equal to quantity supplied. If the price increases from taka 110 to taka 120, demand for broiler decreases but the supply increases by the rising arrow will remain excess. On the other hand, if price of broiler decreases from taka 100 to taka 90 and taka 80, more and more broiler is demanded but the supply decreases and the sellers and the area denoted by falling arrow remains excess on demand side.

From the above discussion we can assume that if the price is above or below the equilibrium price, certain forces in the system will operate to bring down or up of the price of the commodity as may be necessary to reach to the equilibrium between demand and supply which is often called market equilibrium. 

Determination of market price of perishable commodities

Market price is the price of a commodity which prevails at any given time. Market price is determined by the momentary equilibrium between demand and supply of commodities at a time and place.

Since we are concerned with agricultural outputs now let us limit our discussion on perishable goods where market price is determined by the equilibrium between demand and supply during market period or in a short run. Again, the market period is a period in which the maximum amount of goods that can be supplied by the existing stock. The market period is so short that the supply of goods can not be either increased or decreased in response to sharp change in demand. The market period of perishable commodities may be an hour, a day or a few days depending upon the nature of product.

Let us take an example of a local market of perishable commodity say milk, the supply of which is limited by stock in a day, the excess of which can not taken back for the next day. The whole amount of milk must be sold away by the farmers or suppliers on that day whatever may be the price. Let us see how price of milk is determined under such market which exists for a while.

In figure market price of milk has been shown as vertical straight line. Where OM is the quantity of milk available on that day. DD is the market demand curve. Under perfect competition between buyers and sellers, an equilibrium of price OP will be established corresponding to OM quantity available where OP = EM, supply. Thus equilibrium price will be established at the point E. Where downward sloping demand curve DD intersects the vertical supply curve MS.

If we consider that the demand increase for presence of more buyers on that day from DD to DD, than what happen. With the constant supply of milk for the day, the increased demand will rise the price of milk from OP to OP. Again if there is a decrease in demand for some reason, demand falls from DD to DD and the price will fall to OP. But the quantity of milk remain unchanged at all the times.
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