Chapter 3

The Competitive Market

Monopoly – market in which a single company has complete market control 


NBLC & NB Power

· No Rivals, marketers will try and convince people to buy the product

· Make light & medium users, heavy users

Oligopoly market with a small number of large companies, each with a substantial amount of market control

· Firms with big rivals: Coke Vs Pepsi

· Companies compete through product differentiation. 

· Advertising is a big feature
Monopolistic Competition market consisting of a large number of companies, each having a chance for a degree of market control.  (Fast food restaurants)

· Same products; firms use different marketing and pricing techniques

· Compete through; 

· Quality – design, reliability

· Marketing techniques involve promotion (Monopoly Game at McDonalds), distribution and packaging
Perfect Competition – market characterized by a large number of small companies (agriculture)
· no one company controls the market

· requires government regulation

· Markets for many agricultural products are highly competitive because there are many sellers

· Becoming less perfect with large firms buying up small farms

The Canadian Gov’t insists on competition; therefore they regulate monopolies; and they legislate against trade practices that limit competition unfairly, such as price fixing, restrictive mergers etc. 

The Benefits of Competition

1. Encourages the creation of new businesses; contributes to the economy

2. Wide selection of goods & services offered to consumers 

3. Encourages service businesses to increase their level of customer service; dissatisfied customers will go somewhere else.

4. Leads to better products at better prices, new technology that improves our standard of living, increased productivity & improved service & selection.

Competition & Productivity

The best way to compete is to charge less than your competitors.  To do this businesses must become more efficient, use fewer resources, or make better deals with suppliers.  (Research and Development Departments, R&D)

Direct & Indirect Competition

Products that are similar are in direct competition for consumer dollars.  Ex:  You have $20, & decide to go to a movie, each movie & theatre is competing for your $$.

Indirect competition – all the other products that you could buy for $20.

(3.2)    Competitive Advantages

Businesses always look for advantages over their competition.  Some advantages are temporary, but a true advantage is one that is sustainable over the long term.

Sustainable Competitive Advantages, methods by which a business holds on to its customers, in spite of competition.  There are four ways a company can do this:

· Developing a unique selling proposition (USP) – one thing that a company’s product has that competing companies do not and are not likely to develop.

· Lowering production costs – by using cost-efficient, high-technology manufacturing systems & processes to reduce costs.

· Servicing a Niche Market – providing a product or service for a very small market which keeps competitors out. (Billing software for Dentists)

· Creating Customer Loyalty – (relationship marketing)

Non-Sustainable Competitive Advantages – are those that can be use by competitors to shift sales in their direction– 6 types:
1) Promotion –companies want to create brand awareness through promotions.  (ex.  “roll up the rime to win”)  Tim Hortons achieved top-of-the-mind awareness with this promo.  (consumers are more likely to think about one brand of product or service before they think of another one)

2) Placement – the more places a consumer can get an item the more competitive it is.  

a) Exclusive distribution – no other product is placed in a certain area (very competitive edge)  (ex.  Only Naya water being sold in a fitness centre)

b) Large Superstores – put smaller retail stores out of business

3) Quality – having the finest quality product (Godiva Chocolates)  Businesses are constantly trying to make their products better

4) Benefits of Use – a product that can do more or perform better than another product will have a competitive advantage.

5) Price – If all other features are equal then the company that has the lowest price will have an advantage.

6) Design Features – a design that catches a consumers eye or a design that they prefer will give the product a competitive advantage.  (Ex Jeans, certain packages)  

3.3 Service Competition

Service businesses – set up solely to perform a specific service. Other businesses 

Value-added services – activities performed to support the sale of a product or other service. (i.e. a store that provides free delivery for purchases.)

(Examples of service businesses: dentists, hairstylists, video rental stores, retail clothing stores, delivery businesses etc.)

Service businesses compete with one another by attempting to gain a competitive advantage using the following:

1) Convenience – making it easier or more comfortable to shop. (On line)

2) Degree of Service - The extras you add to your product or service.
3) Selection – Offering a greater selection or a specialty item 
Selection can be 
Wide -  a store carries a large number of different brands or types of merchandise.
Or
Deep -  a store carries a large quantity of one specific product or type of product.
4) Reputation - It is important to maintain a good reputation.  It is all about customer service. Word of mouth can be beneficial or harmful. Social Media and Twitter
5) Price – if two services are similar, the business with the lower price has the competitive edge
However, in some cases, consumers may question services with prices that seem ‘too low’.
Price depends on supply & demand
3.4 Competing in International Markets

Businesses use the same methods to compete in international markets that they use in domestic markets: promotion, placement, and quality, benefits of use, price and design.  To be successful they must tailor their competitive efforts to fit in the foreign market.

(Wine & Dine Dinners)

Promotion –is very challenging in international markets due to:

· Translations

· Sales promotion methods, such as coupons are regulated differently

· Media censorship may be more restrictive

· Religious and cultural differences.

Placement – distribution can be an enormous challenge  May contract distributors within the country, set up own foreign office & hire local experts, form partnership with foreign business

Quality – May or may not compare to the standards in another company.

Benefits of Use  - convincing consumers that your product has more benefits then the competitor’s

Price – requires specialized knowledge, must know tariff rates, must also be able to calculate landed costs

Design – must research the importing companies legal design requirements and standards.  May include changing the size of the package, translating the label, instructions or other design features into one or more languages.  (Right hand driving controls for cars sold to Britain)

3.5  The Competitive Market

· All the products or services that compete with one another for consumer’s money within a specific category.

· The size of the market is the amount of money that people spent on a particular product in one year.

· Market share is the percentage that one company’s product takes of the total dollars spent by consumers on products in a specific market category.

· Markets are broken into market segments (ex. Juice is a segment of the beverage category, and ready-to-drink chilled fruit juice found in vending machines or store coolers is a segment of the juice market category)

Increasing Market Share (two ways)

1. Increase the size of the overall market ( Ex. by getting people to drink more juice)

2. Take sales away from a competitor (Ex. Convincing juice drinkers of brand X to drink brand Y)
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