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Choice of Ferrari brand in this report has been formulated to understand and highlight the actual reasoning and worth behind demand and equilibrium. The idea behind an engineered shortage of supply through this case is evident as a wing towards brand's history and story development towards profit making mindset. The equivalence of substitutes posing no operational difference is also evident in this report because of huge price segmental market capture in the automobile sector that somewhere shapes the idea of “premium automobile” brands under differentiated oligopoly. Thereafter, a pricing recommendation through inclusion of luxury and feature value model has been elaborated in here as per the idea of “individual effect in demand”.    
Ferrari has been chosen as the organisation of focus considering this report. A vivid analysis of its functional market, target customer base, and demand outline along with its competitive landscape at present would be highlighted in detail to enlist competitive business profiling in this research. Furthermore, company functions using operational competitiveness towards customer retention and by reviewing consumer behaviour towards the brand's orientation and presentation would be analysed along with suggestions on operations and pricing. Here, the idea of demand-supply as a chain formation through a brand's enactment towards acceptance of market efficiency is the main takeaway of this report.     
[bookmark: _Toc109582114]Description of business
The product as chosen to be addressed in this report is Ferrari automobile company. It is an automobile company based in Italy founded in 1939 and has started official operations in 1947 (Ferrari.com, 2022). Along with production of sports and luxury automobiles, the brand is also known to work on clothing for men, women and children’s outfits. Ferrari also is an iconic brand in the racing theme because of its strong collaboration with "motorsport Formula 1", GT Sporting and Esports Events. As of 2021, the company has reflected an operational revenue count of €4.3 billion in Net Revenue and €1.3 billion in R&D programmes (Ferrari.com, 2022). The uniqueness that this brand holds in its competitive operation reflects via its 15x times of stock exchange value in comparison to other automobile brands (Rohith, 2021). The exclusivity of this brand is what makes its positioning totally different in the automobile competitive landscape especially for "rich and elite groups".
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Figure 1: Shipment made by Ferrari illustrated
(Source: Rohith, 2021)
The reason behind choosing Ferrari to illustrate the demand variation along with market equilibrium understanding is because of the top position Ferrari holds in UK with 10695 cars in 2022 (Mcmahon, 2022). Besides that, in all over UK, the automobile industry has also a significant developmental share wise promise that is reflected through "64 billion GBP business" along with a guaranteed value proposition worth 14 billion GBP (Smmt.co.uk, 2021). In addition, in the global valuation of automobile industry, the ranking of Ferrari has been highlighted as the most demanded and successful company in global automobile landscape (Red-dot.org, 2022). Besides, as opined by Haigh (2022), the positioning of Ferrari in the global automobile industry holds an interesting speculation because of its royal class, younger target demography and assured toughness to rank the company AAA+ “global endurance rating”.        
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Price of Substitutes
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Figure 2: Global Demand based revenue of Ferrari
(Source: Carlier, 2022)
Substitutes include brands or products that can ensure similar product value and purpose to an extent for a specific reason (Boyce, 2021). There is 5 immediate substitute for Ferrari including Aston Martin, Maserati, Lamborghini, McLaren and Porsche (Bloomberg, 2021). Aston martin's pricing ranges between £120,900 - £225,000 (Carpages.co.uk, 2022). Maserati price commences at £58,500 (Maserati.com, 2022). Lamborghini starts from £155,400 (Carpages.co.uk, 2022) McLaren starts from £189,200 (Sutcliffe, 2022). Finally, Porsche's pricing commences from £50,800 (Porsche.com, 2022). Here, compared to Ferrari's substitute brands, the starting price it has to offer commences from £175,345 (Ingram, 2021). Considering the demand for Ferrari, figure 1 graph represents no downward slope or decrease in the graph height (Carlier, 2022). Even after the pandemic situation, the 2021 revenues have outnumbered both 2020 and 2019 records. As opined by Goncalves (2022), the worldwide revenue stream of Ferari has witnessed positive rise of 23% causing a £4.3 billion turnover. China and EMEA region are also widely targetted by Ferrari despite of its large competitor presence.     
Price of Complements
Complements represent close association and relative additional product with a major product to enhance value of the same (Annapoorna, 2022). Ferrari also adds complementary service named as “Ferrari 7-Year Maintenance Program” with its premium automotive segments to its customers (Ferraribeverlyhills.com, 2022). Under this programme, access to services like spare parts, break fluid and engine oil change/replacement within the 7 year warranty coverage post vehicle conveyance is properly covered by the company as a service. In addition, the company has a different complementary service for its customers named as the "Power15". It covers engine, gearbox and electronic functions checkup and maintenance (Ferrari.com, 2022). Prices of complementary service are not seen to be rising, rather initial service coverage is absolutely free of charge for the customers considering their visit for vehicle checkup within the time limits (Rika and Talmon, 2021). Ferrari was able to label its presence as shipping more than 11 thousand premium cars in 2021 after the pandemic situation (Piovaccari, 2022). It was observed that due to the complementary services and loyalty programmes and customer centric positive behaviour at present, Ferrari still is optimistic to gain EV launch by 2025.
Consumer Income
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Figure 3: Staggering growth in UK wage graph
(Source: Inman, 2022)
Employment rate in the UK is recorded at 75.9% in 2022 (Ons.gov.uk, 2022). However, the UK household perspective of income generation is seen as a negative slope with -0.2 points (Atkinson, 2022). The positive range of GDP growth also had increased to 0.8%.  Here, CPI is recorded at 6.2% whereas average earning is recorded at 5.4% (Inman, 2022). As opined by Neate (2021), Ferrari falls under  dream car segment for the entire global population including UK. Income uncertainties along with additional trade restrictions have only caused successful bookings of 16000 all total supercars count for the celebrities and elite business class personnel in 2019 in the UK. Hence, consumer income in this case can be labelled as insignificant because of no access to general public over "expensive and luxury" automobile segments. Here, the demand for Ferrari is not subjected to depreciation because of reported rise in the bookings of supercars in the UK at 12% increase when compared to 2020 bookings.     
Consumer preferences
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Figure 4: Positioning of Ferrari 
(Source: Richter, 2020)
As opined by Dover (2019), it is projected that customers in UK go for car upgradation out of reasons like old car exchange and new requirements due to feature upgrades available in models. Majority of customers in automotive industry have also reflected interest towards Hatchback cars and SUV cars. 18% of customer section had shown a preference towards luxury and sedan segment. Furthermore, hybrid section cars are also on choice list of 21% customers with 13% choice for EV segments (Raj et al. 2020). Besides that, due to changing customer needs, Ferrari has also promised official addition of  40% hybrid vehicles added by 40% EV segment in 2025 in their premium lineup to compete its rivals (Press, 2022). Limited edition of Ferrari cars would be highlighted through this sudden customer preference shift as can be analysed.    
Price expectations
At present, due to the global tension between Russia and Ukraine, Ferrari has already informed to the media about their price rise of automotive segment in the near times (Piovaccari, 2022). The company had also reported about price commencement of its models from 1.7 lakh GBP. The reason behind surety of price rise is due to shortage of Nickel products, EV manufacturing facilities and additional raw materials. Ferrari has talked about demand retention by only targeting the “wealthy client class” around the globe.      
Demographics
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Figure 5: Ferrari Demographic segmentation illustrated
(Source: Gurbanov, 2020)
In 2021, Ferrari had successfully sold 11,115 cars across the globe. Selling percentage noticed per year is noted as 22.23% (Cormack, 2022). There is only positive business growth noticed concerning over 5400 deliveries in the EMEA region, and over 2800 deliveries in America. However, in China and Taiwan areas only 899 cars were reported to be sold in 2021 (Cormack, 2022). The company actually is a player to create generic demand through artificial systems of creating hype and stopping manufacturing for a prolonged time period. As opined by Kantawala (2021), the usage and reference to the Veblen effect is seen to be functional becaus of increasing brand value and premium pricing being repeatedly showcased before the customers as a symbol of royalty. Here, the brand’s all time exclusivity and price rise irrespective of customer demography is possible because of all time demand and lesser supply percentage as is planned from the brand’s end right from their initial days. In figure 5, it is clear that Ferrari operates largely for the customer base concerning global sections, APAC, China and its parts, America and especially within the European areas.      
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Luxury versus Necessity
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Figure 6: Luxury automotive brands competitive landscape
(Source: Statista.com, 2022) 
Luxury because the customer section that would afford automobiles like Ferrari are conscious of its luxurious features along with high pricing, Here, previously it is also clear that the brand manufactures cars at a very small scale that too with an intension to create operational hype of its grand launches in its target market. Ferrari has also mentioned about their intentional choice for richer section of the society to afford their luxury and premium segmentation of cars. Hence, the idea of necessity is not applicable here because of the fact reasoning ultra-premium pricing along with huge maintenance cost that is impossible for general population of a country or a region. Here, the substitution effect would work in two ways. The first one is choice of best buys cars within a region. As per Wilkinson (2022), the choice of Vauxhall, Ford, Nissan, Kia and Hyundai have been selected as buyers' top selection at present. Under these car segments, hybrid cars are also available for the public as per their personal preference. On the other hand, as opined by Muchai (2022), premium customers can try automobiles of Lamborghini and Porsche and  others are no less efficient and royal to include limited and premium cars to ensure attraction of premium customers.      
Elastic or inelastic demand
Demand would be inelastic in this case. Although, there are multiple alternatives available to compete with Ferrari cars, still for those customers who have developed trust within the brand would not try other brands for the sake of monetary concerns.  Here, the customer segment is referred to as the elite social class. As opined by Ravichandran (2022), the idea of "Veblen goods" is directly applicable to luxury automobiles like Ferrari and other premium automobile brands. Here, the need for luxury would keep on rising without being affected by price rises. The nature of price rise in this case would create inelastic demand because of the added value with the rarity of premium car segment production. Hence, the elongation of age responsible for an "all time hype" would be directly relational to the premium section customer's rise in luxury affordability wish. The desirable amount of the branded product would cancel out the necessity with proper luxury for the high class customer entities. 
Income Percentage
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Figure 7: Theory of Conspicious consumption
(Source: Conspicuousconsumption.org, 2022)
Yes because buying a car in luxury segment like Ferrari can be directly related to that of Conspicuous consumption. Here, to display prestige, position and monetary power before the society is the major objective of the buyer rather than to afford for self worth (Kenton, 2021). As already mentioned in this report that the starting price of Ferrari along with its competitor companies would commence from £100,000. Hence, it is already established that the Veblen ideology and the lavish class of a region would be applicable considering display of an annual income more than 1 lakh GBP as a symbol of being rich or upper middle class (Jiang et al. 2021). As opined by Manoukian (2019), it is seen that the owners of luxury segment cars like Ferrari and other companies would definitely like to display their entire income segment before the public to ensure self satisfaction through display of the grandeur of the vehicle along with utilising the vehicle to mark a high end status symbol in the nation because of the lesser amount of cars from the company in the globe.  
Elastic or inelastic demand
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Figure 8: Shift in purchasing demand based on automobile visual functions
(Source: Sisodia et al. 2022)
Here also, similar applicability of inelastic demand remains applicable considering conspicuous consumption of luxury cars. However, a factor of elastic demand can arise relating to pricing when the looks and feel considerations would be placed thoroughly before the customers based on the “competitive design language” to capture the market positioning between brands (Sisodia et al. 2022). Rest, the premium nature of the vehicles would be similar in relative pricings as already covered in this report. Hence, other than structural specifications, inelastic demand prevails under this section as well. The idea inelastic demand is seen to affect pricing functions considering the rise of income of a country's overall population. In this report, it has been already established that in the UK, the consumer index is way higher in comparison to the ability of personal spending. Therefore, the demand for luxury item like Ferrari would ultimately remain segregated to fewer societal sections of the richer sections.         
Suggestion on Pricing Policy
· Working on a feature-value price model
Ferrari being a luxury and heritage brand could focus upon feature to value based pricing. Here, tier based vehicle division with decisive optimum pricing for the customers could be estimated to face competitive landscape. Benefit of this model would be to devise the price plans to the customers to avoid price shock in the market (Campbell, 2019). The value based model could ensure a higher positioning for Ferrari against companies like Tesla in the EV and Hybrid automobile segment as per their announcement in around 2025. Although it is clear that an established luxury brand would never restructure its audience, yet as an advisory it can be said that direct competition to old competitors would require experience and not brand value at all times.
· Brand promotion using “Added Luxury Value” proposition
As already discussed, applicability of conspicuous consumption would always be active considering luxury oriented brands like Ferrari. Hence, to boost up their branding and worth before the wealthy customer base, luxury value addition through “intangible worth inclusion”. Therefore, as per the view of Langer (2020), the premium nature of the brand that is already present due to the top tier product specifications would increase 10 times than actual pricing the brand was observing in the past.     
[bookmark: _Toc109582117]Conclusion
It can be concluded that demand for luxury cars or any other materials always remains inelastic because of the fact concerning brand image, product sincerity, storytelling and royalty like intangible sensible concerns that gets attached whenever the theory of loyalty is attached with the targetted customer base. Market concern in this report is seen to remain full of demand, yet the supply mechanism is also not structured to meet the same because of shortage oriented value mediation. The idea behind “choice and worth” as per the customer centric demography is also a major learning outcome of this report because of which proper market identification could be systematically assessed by the researcher. Lastly, preferential evaluation of the company relating to its operational management could be completed through in time highlight and reference to the statistical development of UK and its landscape in relation to the acceptance mechanism as offered by Ferrari as a developmental scenario through selective customer setup.
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