Competition and Market Regulation

“The market which is demand and supply regulates the amount of time business stay open during Christmas and other holidays because according to commercial principle no one will keep their business open if it results in losses“. 

“Economic theory has a hard time dealing with public goods.” A market has two sides: buyers (demanders) and sellers (suppliers). There are markets for goods such as clothes and boots, for services such as haircuts and tennis lessons, for resources such as computer programmers and earthmovers, and for other manufactured inputs such as memory chips and auto parts. 

“Because they run against the principle of free competition and open markets.” There are also markets for money such as the yen and for financial securities such as Yahoo! Only imagination limits what can be traded in markets. Some markets are physical markets or markets are ubiquitous. 

Competition is the rivalry among producers or sellers of similar goods to win more business by offering the lowest price or better quality. In many industries, effective competition requires a large number of independent buyers and sellers. This large number of competitors means that no one company can noticeably affect the price of a particular product. 

“Some goods are threatened by competition but are indispensable.” But most markets are unorganized collections of buyers and sellers. Each buyer can visit several different stores, and each seller knows that the buyer has a choice of stores. A competitive market can have so many buyers and so many sellers that no one can influence the price. 

“In Germany a car is more expensive that in Italy in Italy it is cheaper.” The law of market forces brings market equilibrium - the equilibrium price and equilibrium quantity at which buyers and sellers trade. The price adjusts to maintain market equilibrium - to keep the quantity demanded equal to the quantity supplied. 

There are five divisions for market regulations. They are exchanges, other markets, broker dealers, clearing agencies and transfer agents.

Three levels of economic competition have been classified. The narrowest form is direct competition, where products that perform the same function compete against each other. For example, a brand of pick-up trucks competes with several different brands of pick-up trucks. Sometimes two companies are rivals and one adds new products to their line so that each company distributes the same thing and they compete. The next form is substitute competition, where products that are close substitutes for one another compete. For example, butter competes with margarine, mayonnaise, and other various sauces and spreads. The broadest form of competition is typically called budget competition. Included in this category is anything that the consumer might want to spend their available money on. For example, a family that has $20,000 available may choose to spend it on many different items, which can all be seen as competing with each other for the family's available money. 

A regulation is a legal restriction promulgated by government administrative agencies through rulemaking. This administrative law or regulatory law is in contrast to statutory or case law. The market is regulated in order to keep the economy flowing. And to encourage competition for without competition our economy wouldn’t be as strong as it is today. 

