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[bookmark: _Toc133517809]Description of the business 
Goodyear Tyre & Rubber Company is a multinational company has been operational for over a century. The American company was founded in 1898 and has been expanding tremendously, by capturing regional markets (Goodyear, 2022). With its headquarters in Ohio, Goodyear has undergone significant transformations inn its operations, strategies, and business model. The company’s annual reports indicate the shift towards sustainability, as new industry requirements dictate. Since Goodyear operates in a highly competitive industry with such formidable rivals as Michelin and Pirelli, the company adopts unique marketing and business strategies. Goodyear endeavours to achieve market equilibrium by matching consumer expectations with prices of complimentary and supplementary products. 
Goodyear is a manufacturing company that deals in the tire and rubber industry, where it produces and sells various products. The company’s main products include rubber tyres for various vehicle categories, ranging from military vehicles to commercial vehicles (Goodyear, 2022). Although Goodyear has an outstanding record of meeting customer expectations through market equilibrium, it faces specific challenges from competitors. Such competitors as Michelin, Continental, Bridgestone, and MRF provide complimentary and supplementary products and prices, which influence price and market equilibrium. Accordingly, price elasticity is a critical factor in Goodyear’s business model. 
The Chosen product is Goodyear tyres because of specific attributes of the product that answer the paper’s requirement. Fundamentally, Goodyear tires are some of the most popular products in the automotive industry. Although the industry has supplementary and complimentary products, Goodyear tires have a solid reputation that dictate the company’s pricing strategy and business sustainability (Goodyear, 2022). The second reason for choosing Goodyear Tires is the availability of reliable and comparable data on the company’s Annual Reports, which help in the analysis of demand elasticity, price elasticity, and market equilibrium. Accordingly, this report will assess Good year tires market performance in terms of key factors that influence the product’s market equilibrium, price equilibrium, and price elasticity of demand.
[bookmark: _Toc133517810]Identification of Demand and Market Equilibrium 
The identification of demand and market equilibrium for Goodyear tires is critical to understanding the company’s management economics. Fundamentally, specific factors affect the demand and market for Goodyear tires (Baker, 2002). These factors encompass demographics, consumer expectations of price, price of compliments, consumer income, consumer preferences, consumer tastes, and price of substitutes. For each of the factors that influence demand, this section will describe how Goodyear tires, which are the main product, are affected. Besides, it is imperative to indicate where the factors positively or negatively influence the demand for Goodyear tires. This approach will help in the estimation of demand and market equilibrium for Goodyear tires, especially in the contemporary dynamic industry environment.
[bookmark: _Toc133517811]Price of Substitutes
Goodyear tires have multiple substitute products from rival companies. Fundamentally, Goodyear faces stiff competition from such international players as Pirelli, Michelin, Bridgestone, Continental, and Apollo Tires. These substitute products offer competitive prices at the market, which influences the pricing strategy of Goodyear (Bansal & Dua, 2022). Although these key brands vary in their pricing for various tyre categories, the price elasticity is within recommended levels. The demand for substitute products, especially for Michelin, Bridgestone, and Continental, has increased substantially over the past five years. These substitute products includes tyres for motorbikes, cars, trucks, buses, SUVs, and military vehicles. The price of substitute products is critical to establishing demand and market equilibrium.
The rise in demand for substitute products affects the demand for Goodyear tires negatively, especially in North American and European markets. Prices of substitute products affect the demand for such products. For instance, the price of Michelin and Bridgestone tires are competitive compared to Goodyear tires (Galarraga, Kallbekken & Silvestri, 2020). The premium pricing for these premium brands influences the demand from various consumers, especially consumers who prefer premium and quality products. Prices of tire and rubber products have increased progressively over the decades due to such macroeconomic factors as political, economic, and environmental factors. However, prices of tires increase across the board, which means that all industry players price their products within consumer expectations. Accordingly, the demand for Goodyear products increases in the same rate as the demand for substitute products.
[bookmark: _Toc133517812]Price of Complements
The primary complimentary products to Goodyear tires are petroleum products, microchips, and cars, which influence Goodyear product demand substantially. Fundamentally, complimentary products are products that goods and services that are consumed together with others. For instance, cars use tires from various supplies, including Goodyear (Jiang & He, 2021). Besides, consumers of cars need petrol and diesel to run their vehicles. It means that these complimentary products influence the market and demand for tires substantially. Prices of complimentary products, such as petroleum, cars, microchips, have increased substantially in the past two decades, occasioning a corresponding increase in complimentary products. The equilibrium market is achieved when the demand for complimentary goods is equivalent to the demand for the primary product.
The increase in prices of complimentary products has not shifted the equilibrium for Goodyear tires due to a corresponding increase in demand. The prices of cars, microchips, and petroleum products have increased, reducing the demand for such products in some consumer segments (Goodyear, 2022). Since these complimentary products influence supply and value chains substantially, the rise in their prices does not significantly shift the market equilibrium. Since the price increase in complements’ occasions a corresponding reduction in demand for such complimentary products, Goodyear products are affected substantially. The reduction in demand for cars will have a direct reduction in demand for Goodyear tires (Gillingham et al., 2019). However, the rise in petrol and diesel prices, which are fundamental complimentary products, do not affect the demand for Goodyear tires substantially. Accordingly, the demand equilibrium remands considerably stable with fluctuations in prices of complimentary products. 
[bookmark: _Toc133517813]Consumer Income
Consumer income, which is a function of population and economic growth, influences market and demand equilibriums for Goodyear tires. Consumer income encompasses all earnings that individuals and families accrue annually. Economists use per capita GDP and gross national product to calculate consumer income in various countries. Although the global consumer income is relatively low, it is expected to grow by 2.5% by 2025 (Galarraga, Kallbekken, & Silvestri, 2020). However, consumer income in North America and Europe, where Goodyear enjoys a strong brand, is considerably high. Consumer income is increasing due to economic development, despite challenges that the pandemic occasioned in 2020. Since most economies are recovering, especially in Goodyear markets, the company is likely to experience a demand spike in the next two years. 
The increase in consumer demand affects demand equilibrium positively by influencing the demand for Goodyear tires. According to Goodyear Jiang and He (2021), the progressive rise on consumer income, especially in the developed world, creates disposable income for purchasing both supplementary and complimentary products. Accordingly, more consumers who can afford cars will require good quality tires. Since Goodyear is one of the most reputable tire brands globally, a consumer income rise triggers an equivalent rise in demand for Goodyear tires. Perhaps it is critical to compare consumer income to related factors, such as consumer preferences.
[bookmark: _Toc133517814]Consumer Tastes & Preferences
Consumer tastes and preferences encompass specific traits that influence consumer behaviour and demand for Goodyear tires. The demand and market equilibrium for Goodyear tires depend on specific consumer tastes and preferences. However, consumer tastes and preferences are dynamic due to such factors as technology, sociocultural, and environmental factors. For instance, environmental sustainability influences consumer trends substantially, with 70% of consumers preferring environmentally friendly tires (Galarraga, Kallbekken, & Silvestri, 2020). Besides, such factors as pricing strategy and availability of complimentary and substitute products influence consumer preferences. Consumer income is also a critical factor when it comes to taste of tires. These factors may affect the demand for Goodyear tires substantially. Accordingly, it is worth examining the effect of these factors on market equilibrium.
The changing consumer preferences and tastes influence the demand for Goodyear significantly, although the brand maintains market equilibrium. Since consumers wield significant power due to market oligopoly, the demand for Goodyear tires may shift when rival products introduce innovative products (Baker, 2002). For instance, the ambition by Michelin to introduce sustainability in the tire and rubber industry has shaken consumer preferences and states substantially. Accordingly, the demand equilibrium for Goodyear tires may fluctuate according to fundamental factors that influence consumer preferences and states. However, Goodyear’s innovative strategies and a strong reputation sustain the demand for its products.
[bookmark: _Toc133517815]Consumer Expectations of Price
Consumer expectation of price is a significant factor regarding demand and market equilibriums for Goodyear tires. Consumer expectations vary, depending on multiple factors, ranging from income to price of compliments (Valaskova, Durana, & Adamko, 2021). Given the significance of consumer behaviour to market equilibrium, it is imperative for such large multinationals as Goodyear to understand price expectations. Goodyear embraces a premium pricing strategy for its tires due to a longstanding reputation for quality and reliability. However, the company targets and markets to various consumer segments across the globe that have different price expectations. Since Goodyear faces stiff competition from substandard tires from the Asian market, its pricing strategy ought to be flexible to accommodate consumer expectations. Since consumer expect prices of tires, complimentary products, and substitute products to drop, their demand for these products may be unstable (Ellickson, 2013). Consumers’ expectations of a potential drop in Goodyear tire prices may reduce demand and shift the market equilibrium against the company. 
[bookmark: _Toc133517816]Demographics
Demographics inform Goodyear tire demand and market equilibrium because it influences sociocultural factors that determine preferences and tastes. By the fourth quarter of 2021, the company’s customers had occasioned a 25% rise in the cost of revenue (Garz, Giné, Karlan, Mazer, Sanford, & Zinman, 2021). The company sold over 26 million tires to its 8 million customers from across the globe. Since the number of customers who buy cars is increasing due to affordability, the demand for Goodyear products increases accordingly. Furthermore, the number of people who own cars increases every year, which leads to an expansion of Goodyear market base (Foot & Gomez, 2014; Aigner-Walder, 2015). The annual increase in the number of customers who buy Goodyear tires affect the demand for such products positively. This increase shifts the market equilibrium in Goodyear’s favour due to high demand. 
[bookmark: _Toc133517817]Demand Elasticity
The price elasticity of demand for Goodyear tires depend on specific factors, as indicated in the company’s growth trajectory. Since vehicle tires are the primary product of Goodyear, the company’s pricing strategy is critical to its success because it influences demand substantially (Bagwell, 2005). The connection between demand and price of Goodyear tires helps in the determination of demand equilibrium. Accordingly, such factors as substitution effects and income effects are the two most fundamental factors that influence the price elasticity of demand. These factors determine where the demand for Goodyear tires is elastic or inelastic. Accordingly, this section explores these two factors of price elasticity of demand. This approach will involve the analysis of the elasticity of demand with reference to income effects and substitution effects. 
[bookmark: _Toc133517818]Substitution Effects
Substitution effects entail the availability of substitute products to Goodyear tires. Since Goodyear faces heightened competition for its tire product categories from various manufacturers, the substitution effect is valid. The demand for such products as Michelin, Pirelli, Bridgestone, and Continental depends on the pricing strategy of Goodyear. According to Aigner-Walder (2015), these substitute products offer competitive prices at the market, which influences consumer demand substantially. Substitution effects encompass the ease with which consumers perceive switching to substitute products. However, it is critical to establish whether Goodyear product is a necessity or a luxury product, vis-a-vis substitute products. This approach is critical to the validation, or invalidation, of the company’s current pricing strategy, particularly in the contemporary market. 
Although some consumers view Goodyear tires as a necessity, a substantial proportion view the product as a luxury. Good year manufactures and sells quality tires at premium prices that are competitive. The company’s product quality and pricing are comparable to Michelin and Bridgestone (Goodyear, 2022). However, other industry players, such as Yokohama tires, offer similar products are significantly lower price tags. The availability of cheap substitute products from Asian markets affects Goodyear’s demand equilibrium in African, South American, and Asian markets. It means that a premium product is a necessity in markets with high per capita incomes and dynamic consumer preferences (Gillingham et al., 2019). The Goodyear pricing strategy works effectively in North American and European markets. However, African and Asian markets consider Goodyear tires luxury products.
The perception and categorisation of products into luxury and necessity influences the price elasticity of demand. The categorisation of a product as premium, depending on the pricing strategy, influences consumer taste and preferences (Ellickson, 2013). This perception, in turn, affects the demand for the product. For instance, some consumers consider Goodyear tires as premium products, which reduce the demand for the product in specific markets. More than 60% of Goodyear customers consider Goodyear tires as necessity because of safety and reliability. Changes in prices of Goodyear tires do not have a substantial impact on the demand for the product. Accordingly, the demand for Goodyear products is inelastic in the Western world, where the company enjoys 25% market share. 
[bookmark: _Toc133517819]Income Effects
Income effects influence the price elasticity of demand because it influences consumer tastes and preferences. Consumer income effects are the aspects that determine the affordability, desire, and sustainability of specific goods (Aigner-Walder, 2015). Since Goodyear tires are available globally, consumer effects for the product encompass the capacity of consumers to buy such products regularly and fulfil their needs. The annual consume income in Goodyear’s markets influences consumer tendencies, based on current pricing policies. Since Goodyear embraces the premium pricing strategy, the American multinational targets middle and high income market segments. 
The global income inequality affects the demand equilibrium for Goodyear tires because of the company’s marketing strategy. The global purchasing power parity, which results from income, is critical to establishing potential markets. Since the global income stands at over $20,000, Goodyear expects the demand for its products to be more in developed countries than in developing countries (Goodyear, 2022). The purchase of cars and Goodyear tires represents a small fraction of consumers’ incomes. Since 70% of people who purchase Goodyear premium tires have considerably prices vehicles, their purchases reflect a small proportion of their annual incomes (Foot & Gomez, 2006). It means that Goodyear pricing strategy and price fluctuations do not affect the demand for its products. Accordingly, the insignificant impact of price on consumer behaviour, due to consumer income, makes the demand for Goodyear tires inelastic. Inelastic demand implies the demand that stays consistent throughout fluctuations in such factors as prices and consumer incomes.
[bookmark: _Toc133517820]Recommended Pricing Strategy
Given the analysis of Goodyear’s demand equilibrium and elasticity, the company ought to employ the competition-based pricing policy. The company currently adopts the premium pricing policy, which entails setting premium prices for its quality products, based on its strong brand and reliability of its products (Gillingham et al., 2019). However, the competition-based strategy considers the market price range as a basis for setting prices for specific products and services. Goodyear can set the price of its tires based on prices that its competitors face (Rasti-Barzoki & Moon, 2020). The primary drawback of premium pricing is that it assumes high price tags for across Goodyear’s product range. However, competition-based pricing will set high prices for premium tires and market-specific prices for regular tires. This approach will enhance the demand for Goodyear tires across demographic and income profiles, especially in the developing world.
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