Competitive Markets


The car market and the Water market.





This assignment deals with the differences between competitive and non-competitive markets. I have chosen to look in to the car market as the competitive and the water supply market as the non-competitive market. The brief is that I’m a trainee in a firm of management consultants who have been retained ((hired) by a large US based multi-national company, who have asked to under take a series of market investigations to update them on the market trends in the UK.





Task 1


Compare a non-competitive and competitive market.





Car market (competitive)


The car market is the competitive market, which means that there are many companies competing for a share of the market. The car market has a lot of different companies selling and producing and the range of products are from a BMW to a Lada. This market has so many producers that there are more cars being made than people buying. But this all changes in August, which is when the new registration comes out. A new registration is basically a status symbol (the reg. shows that the car is new for that month, and not from last year). The new registration often boosts sales in to record numbers, the top P reg. sales from August 1996 where Ford 12,000 cars, Vauxhall 3,500 cars and Rover 1,100. These figures show that August is the big seller for these companies as these figures make up over 30% of there total sales in a year (approximated). The beginning of August is usually the highest time for sales as in 1995 over 63,000 N reg. cars were sold in the first two days of the reg. There is a problem with the August boom and that is the 11 month slump (not many sales), this slump in sales means that the cars being produced are not being sold until August. The storage costs and maintenance for the cars can run up to a lot of money. This could be solved by a new proposal that means that the new registration will gradually be introduced throughout the year. The August boom is compensated by a lot of marketing by the car companies. The marketing can be very effective and because of this marketing and slightly increased car sales the company can carry on trading and get ready for the next August boom.








�
The are loads of competitors in the car market the list below only mentions the obvious few:


Volvo


Mercades-benz


BMW.


Ford


Chrysler


G.M.


Vauxhall


Rover


Rolls Royce


Honda


Audi  


Jaguar


Peugeots


Citroen


Volkswagen


Renault


Lada


Proton


Skoda


Lotus


Lambougine


Ferrari


Macarlan


Mitsubishi


Izzuzu


Fiat


etc...





When a slight decrease in prices occurs, from tax cuts or management decision, the demand for that car increases immensely, which is called elastic sales. The other side to the sales is that if the price goes up then there is little or no change in the demand for the car (this is very unusually as most markets work where, if the price goes up the demand goes down).





The car company is regulated by law and acts that make them keep to the such as safety, etc.





The imports for Britain were for 1993 1.778 million and for 1994 1.911 million. These figures show that a lot of cars in Britain are imported rather than made here. But with the fact Britain is part of Europe car companies have started to invest a lot more in to factories, because of Britain’s cheap labour.


 





�
Water company (non-competitive)


The water supply companies in Britain are split up in to different areas each area covering 1/10 of England’s population, the companies provide water and sewage disposal for those customers.  The water companies only have a slump in trade when they have a drought; a drought means there is no water to give to the customers so the company lose out on the demand for the water. 





There are only 10 water companies in England who service the population:


Northumbria water


Yorkshire water


Anglian water


Southern water


Wessex water


South west water


DWG Cymru Welsh water


North west water


Seven Trent water.





The water companies works a little differently from the car companies. If the price of water were to go up then the demand for demand for the water would not change and if the price were to drop then there would be not much change in demand. This is because water is a need and not a want; people have to drink water to live and because of the price of bottled water and the lack of choice in tap water there is no competition.





The water company is the most regulated market. They have regulations on how they supply the water, what the quality of the water was like, how sewage is treated, etc...





In the water companies market there is no possibility of import (except from bottled water) so all the water provided is from this country.





Comparison.


The water companies has a very limited number of companies operating in an area whereas the car company is spread all over and companies overlap in sales areas. The water company is heavily regulated and so are the car companies so they both have to heavily invest in keeping to these regulations. The water companies only have the one product to sell, water, but the car companies can refine their product so that it sells better than the competitions. The water company does not really need much advertising as every house already has running water, but the car companies need a lot of advertising to sell their cars (except in August). The two markets have products made or supplied from inside this country, but the company has lots of competition from external sources. 


