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SCP ANALYSIS

STRUCTURE-CONDUCT-PERFORMANCE (SCP) MODEL
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SCP analysis stands for Structure-Conduct-Performance
analysis, and it's a framework used in economics and
business to understand how industries work and what
makes them successful. Let’s break it down:

This looks at the market environment or how the industry is
organized. Key questions include:
e  How many companies are in the market? (e.g., monopoly,
oligopoly, or competitive)
. Are there barriers to entry for new players?
o How concentrated is the market (do a few firms dominate)?
o  What are the costs or technology required to compete?
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This is about how companies behave in the market. Key aspects
include:

o  Pricing strategies (e.g., do they compete on price or
not?).

. Advertising and marketing efforts.

e Innovation or investment in research and development
(R&D).

. Strategies to differentiate products or services.
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This focuses on outcomes for the industry and the companies in
it. Key indicators include:
o  Profitability: Are companies making good returns?
. Efficiency: Are resources used effectively?
o (Quality: Are customers getting good products/services?
o Innovation: Is the industry creating new products or

technologies?
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o It helps understand the competitive dynamics of an
industry.
o  Regulators use it to identify if markets are fair or if
companies have too much power.
o Investors and analysts use it to assess the attractiveness
of industries.

In short, SCP connects how the structure of a market affects
company behavior, which then influences the overall
performance of the industry. It's like sudying the ecosystem
of a market to predict its health and growth potential.
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