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                                    Goodyear Tire and Rubber Company 



              The company was established in 1898 by Frank Seiberling with the name of Goodyear Tire and Rubber Company in Akron Ohio. Seiberling borrowed 3500$ from his brother in law to buy a factory for the company. First they manufactured bicycle and carriage tires, rubber horseshoe pads and poker chips then they grew to the automobile market. Goodyear manufactures tyres for : automobile, different trucks, SUV’s, motorbikes, race cars, airplanes, farm equipment’s, heavy earth moving machinery’s, also for bicycles. Goodyear in one of the top manufacturer same as Bridgestone from Japan,  Michelin from France and Continental from Germany. Goodyear tyres become very popular because they were easily detachable from the wheel and require little maintenance. Is the most successful  tire supplier for the Formula 1 car racing , having more win than any other company have.  The first tire manufacturer company who entered in  China’s market  in 1994 was Goodyear tire and rubber company. 
        In 1916 they discovered that  the land of Phoenix is good for growing long staple cotton what they needed to make stronger  rubber in tires. So they purchased 36000 acres of land and was controlled by Paul Litchfield who became a partner in Goodyear company. 
    In 1927 was first listed on the New York Stock Exchange. They started in the next few decades to grew to a multinational corporation, and was the 30th among United States corporations in the value of wartime production contracts, as they helped in World War 2 by manufacturing a fighter plane for the US Military. In 1944 they expand in Mexico by creating a subsidiary there. By investing between 600 and 900 million $ to fit the industry to produce radial tire the new technology which had been developed in 1946 by Michelin. It was a big decision the investment in the redial tire whit a  market share of nearly 100%  in our days, and  that  is why Goodyear is  around today. 
       
   My chosen product is  the tires for cars, is the most neglected part of a car, even if is very important to have a good quality tyre and suitable for any weather. With a proper tires your car can improve the fuel consumption, better driving of the car , and  is important for the safety of the passengers.  
      One of a very important interest of Goodyear tires is the detailed tire testing of the company , what make 50 tests by  engineers who will measure handling and breaking in wet and dry conditions, durability, aquaplaning, traction, high speed stability and noise to make sure the tires are safe  and good quality,  also the winter tires have additional tests by independent bodies who are not part of the company they just made the test as a third party, and is all done for the safety of the tires while in use by customers. For the last  hundred years  Goodyear tires brand has been an innovator. They have ground braking improvements and inventions for  the everyday consumers benefit.

     In 2006 Good year reported that it can freely replace more than 15% of its natural rubber when producing tires with synthetic materials and the tires performance will be the same. They started to look for new substitution solutions in 2004, and developed rubber compounds at their technical . centres in Ohio and Luxemburg. 
Tires makers consume 70% of the world’s natural rubber production, and as prices raises this opportunity is giving them a competitive advantage. 
     Goodyear is on a mission to find substitutes for synthetic rubber for  petroleum based tire materials with soybean oil .
 Natural rubber is in hundreds of plants but only a few can be commercially cultivated, from Brazil, Asia, and if a ruin of rubber tree plantations around the globe happens that would be apocalyptic, that is why synthetic version is the best solution.
The  production of synthetic rubber then only concern is , because it contributes to microplastic pollution. 
   Bridgestone one of the substitutes and competition of Goodyear searched for rubber substitutes and started to test the guayule plant , and came with an announcement of their progress.   
     Substitutes are all the tyre factories their competitors for example Michelin, Pirelli, Bridgestone, Continental, Apollo Tyres.   Goodyear is having a big part in this industry with 32% share of industry revenue,  the next is   Michelin with 12.8%,  Bridgestone  with 11.2% and the other 44%.  
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 Goodyear reported a gains in 2021 with 42% net sales boost compared to 2020 when covid pandemic affected all the companies around the word. They reported a fall in sales in 2020 of 2.367 $ billion dollars compared to 2019. This is because people were in lockdown and they didn’t use their cars and didn’t need to replace the tires as weren’t used so quickly.  However the stock prices fall about a quarter from 22.61$ to 17.05$ and 2022  inflation and high operating costs affecting the money income. 2022 will bring price increase at Goodyear to balance the cost of inflation, but it mentioned by the company CEO that they are behind other tire manufacturer companies who made the price hikes in 2021.  The higher raw material costs caused  the operating income dropped by 27%. Their commitment to sustainability comes with the announcement of achieving zero greenhouse gas emission by 2050 and to made  tire from recycled materials . 

( Goodyear Tire, 2020,Q3 ) 
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As a substitute effect is that the sales decrease for the product because the customers are switching to cheaper alternatives this happened with Goodyear also in  as we can see above in 2019  when their prices increased and their customers choose the competitor tyres as Bridgestone and Michelin and their revenue were much higher than Goodyear. 
Demand dropped in 2019, than they came up with price regulation to gain back their customers. 
Consumers income is not raising, if stays the same  that is the main reason why they start to look for cheaper substitutes, and in this case there is a few close substitutes to choose from.  
The income will increase demand for tires while the increase in the price of automobile will decrease demand. The income effect will increase demand for tires and the increase in the price of automobiles will decrease demand.
As the price of a good increase the consumer want less of the good and as the price decrease  the consumer increase in demand, other factor that influences the demand is the consumer’s income and it make’s a shift in the demand curve. 

   In case   the price of rubber increases but the price of the cars goes down,  in this case the price of the tires will go up, because the price of the rubber goes up that make the tires price itself to go up as well.  For example in case that the price of the petrol goes up that could affect the demand of tires, people will use less their cars their tires will last longer, no need to change so often.  

  Complements goods, or complementary goods are products which are bought and used together. A fall in the price of GoodX will lead to an increase in quantity demand for X, this can lead to a bigger demand for the complement GoodY. In our case the complement is the car and tire, or any wheeler that use tires. If the demand in car sales goes up tires will be sold also in demand, more cars sold means more tires sold and in need by the consumers.  
    Consumer preferences are affected mainly by the availability of information and knowledge about the product, the quality of the product, the consumers habit , or  if this is what the  consumers  used to use , the price, and the consumers financial situation also it can be if the  consumers want to support the brand because for example is a product from the country from where the consumer is.   Consumers depends on professionals to guid them  when they should  purchase,  and consumers need to trust the brand and the company to be comfortable to use it. 
According to a survey, 85% the over 30 years old people would go to a new tire store if they receive a good price better price than other stores, and 39% of over 30 years old would also trust a tire brand that they never heard about before if the price is lower they will buy.   ( Keshishian, Tires) 
Consumers purchase their tires because they want to make sure they are safe and their passengers also , for the guarantee they have durable tires, and the price range is fitting in their budget. 
     Goodyear has the loyal and confident drivers for over 100 years, because of  their wide range of tire selections, they are one of consumers top choices when it comes to buying  tires. Based on a swot analysis the  strength of the company is their ability to sell tires better then their competitors. ( Goodyear Tire, 2020) 
 They please their consumers with their performance in tire retreading. The retreading process consist in the  inspection of tires for defects, and the companies use a pre-cure method or mold-cure method to retread the tire for better performance so this will eliminates the need for consumers to buy completely new tires. 

         Because Goodyear is the largest tire manufacturer company with a benefit from large economics, they can administer fixed costs among several facilities, owning 47 facilities worldwide and 14 in the USA. They have higher purchasing power than other suppliers, having acces to lower prices for raw materials for the production of tires,  this give the company higher operating profit allowing them to stay competitive and give good prices for customers. This will make customers to have good price at good quality with good services. 

  Covid affected how consumers purchase their own vehicles and tires during the year for 2020. Highway Administration declare that tires usually last  between 30,000 and 40,000 miles before need to be replaced. Average consumer drives 13.476 miles a year so the life of tires is around 3 years. ( Average Annual Miles 2018 ) 
  A research made by Goodyear shows that consumers have a limited amount of knowledge on their own car or tires needs. A total 151 participants completed a consumer behaviour survey.  Individuals 35-44 and 58% were females,  78% of applicants have one or two cars at home with average income belove 25.000. Individuals purchase tires every 2-4 years , they are willing to pay 200 pounds more for their trusted brand and company when buying tires.
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 Price strategy at Goodyear is the following, tyres are priced at a premium because their quality and brand image. The premium tyres have the high price to ensure the high quality. The other prices are made after  the market condition.  As the tire market is very price elastic, the level of  the price needs to be actual  so the customers can easily swich. Goodyear followed a strategy of raising price and decreasing the cost which proved beneficial to them. They could sell a lesser number of tire but the profit margin stays high. The pricing at Goodyear remain stable with the decline of raw material cost. The customers are happy with the pricing only in the EU the prices increased due to the Euro and US issues. 

   
Data showing Goodyear sales, costs, profit, employee numbers:
                         
                          2021                                2020
USA              Tire units:  85.9                    56.7
                     Net sales: 10,051$                 6,556$
                     Income: 914                             9
                     Operating margin: 9,1%         0,1%

Europe, Middle East, Africa 
   
                              2021                                    2020
Tire units:             52,7                                      44,5
Net sales:              5,243$                                  4,020$
Income(loss) :       239                                      (72)
Operating margin: 46%                                     (1,8%)

Asia Pacific 

                               2021                             2020
 Tire units:              30,7                              24,8
Net sales:                 2,184$                           1,745$
Income:                   135                                  49
Operating margin:   6.2%                               2.8%

Goodyear one of the words largest company employs about 72,000 people and manufactures its product in 57 facilities, in 23 countries around the world. 
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Goodyear also have a strategy to produce tires in the regions where it sells them and this is beneficial because it make them closer to their customers and it reducing the transportation costs and increasing customer point of contact.
    
    Goodyear Tire and Rubber Company can make capital out of  any market for tires , from high performance tires to lower priced economical tires. Goodyear has a strong liquidity, multiple manufacturing plants and retreading facilities around the globe and can take part in a  very competitive market and has managed  in the near past to reduce operational costs  and offering tire discount, to place them in a great position for future growth. If Goodyear holds to its mission statement of delivering high quality tires at a great value , they will continue to prosper and keep their  customers loyal. 
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