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MARKET’S RESEARCH & FORECATING

CHAPTER 1 GENERAL INTRODUCTION
1. The main objects of  market’s research..

2. The evolution and fundamental features.

3. What is forecasting. How it can be applied.

The economists had begun to pay an attention to the markets process especially to the foreign markets.

They noticed that price in the markets had a cyclic movement. And so as there should be some reasons for this movement. I had been cleared up that the first reason was an industry producing process. The supply and the demand weren’t equal. But why an industry was the reason? So the production was advanced in the markets didn’t meet the demand, the supply was bigger then the demand. How it can be happened? Till our days nobody knows how to do the supply equal to demand for a long time. It’s a low of markets – supply and demand permanently are shaking about each other. One time we see that demand is bigger then supply next time the supply is bigger then demand. Thus it’s an expression of a discrepancy between production and consumption. The economists started to study all these things, connecting with a discrepancy, all terms and factors, influenced on the demand and the supply. 
Clement Zhuglyar, who wrote the first monograph on the medium-term economic cycles - laid the foundation for the construction of economic barometers designed to detect symptoms of impending crises. The massive use of economic barometers realized much later. Adolph Wagner, in his work "The Principles of Political Economy" situation was treated as a set of conditions (technical, economic, social and legal) that are based in the national economy on the division of labor and private ownership of means of production. These conditions determine the production, distribution and pricing of goods, regardless of the will of businesses. Werner Zombat (1863-1941), critic of Wagner, because of his definition of economic substance falling market conditions. Brought the practice of building economic barometers. It was based on the indicators characterizing the state of capital markets, money and goods. Wilhelm Röpke (1892-1966) author of the book "situation." Having determined the situation on both supply and demand in any market, the ratio in the highest degree is incalculable and the impact of and subject to constant change.
Markets research helps to understand how to organize the production, exchange and consumption. When it needs to use new technologies when it needs to refuse from the production of some goods, which don’t satisfied the world standard demand, or to refuse from a production of these goods which it would be better to buy from another countries. 
In the beginning of the 20th century some developed countries like USA, Great Britain and some others had a governmental services. These services were watching the current markets situation, national economy state and foreign economy states. The specialists were analyzing all these events, movement of some main macro- and micro economic indicators, on the base of it they could make a prediction for the further events and how the current situation could be developed in the future. But they weren’t always successive. So there were many of problems in the researching – it was difficultly to study a lot of temporary rows about 500 rows of different indicators had different temps of growth and a movement to the different ways. So there were a few means and instruments for making such job in a right way in this time and so they were mistaken very often.
2 main objects of market’s research. 

1. Economical situation (conjuncture) – it may be economy of some countries, separately one economy, or some spheres of economy or some industries. The global object is the world economy which is consisted of different economies of all countries we have on the earth now.

2. In global imagination we can present this object like a world market which consists of huge different markets, so in this case we use a classification, helped us to research this objects. 

Forecast - this is probabilistic judgment (scientifically substantiated) about the prospects, the possible states of one or other object or another or phenomenon in the future and alternative ways and the periods of their realization.

Prognostication - this is the study with several stages, connected with the development of forecast.
Conditions and laws governing the formation of economic situation
1.Scientific and technical progress and a change in the rates of its development;

2.
The major cycle of economic situation;

3.
Intermediate-term cycle of economic situation;

4.
Structural crises and structural shifts in the economy;

5.
State-monopolistic regulation of the economy;

6.
Change in forms and methods of competition;

7.
Gradual and steady exhaustion of natural resources;

8.
Demographic changes and an increase in the population;

9.
Fight between different groups of countries for the influence world markets situations.

In the first half of previous century they had chosen the rates of growth of GDP, its changes showed how the economy of country was moving from one stage to another of the industrial cycle. But then in 70th the analytic cervices refused from this indicator, so as the rate of inflation were very big and it didn’t reflect the real picture. And the indicator like index of Industrial production reflects the changes in the cycle quite obviously. Now we can estate that the conjuncture has the next features:

1. Instability

2. unsteady (changeable)

3. Different indicators have opposite ways at the same time.

4. The indicators have different rates of growth.

5. At the same time indicators can reflect the direct opposite of economic situation.

Conjuncture factors - motive power, which determines the nature of the changing situation, its direction and the rates of development (i.e. the form of the manifestation of economic laws).

Classification of factors helps to conduct the research in accurate way.  So after gathering the information about the research object (quantitative and qualitative) it’s necessary to make a classification of the all factors affected and formed this object.

The market economy for guaranteeing the steady effective work of organization (firm) great significance has the capability of the foresight of those changes, which can occur in the future under the conditions of its functioning. Forecasting problem - guarantee with the anticipating information of those, who make decisions.

Comprehensive market research and above all market conditions, according to the business community, is a tool to help you to avoid the mistakes, to help a businessman to avoid the mistakes, to avoid errors and reduce risk when making relevant decisions.
What is a commodity market as an economic category?
Summary of the concept of "market" can be characterized as a system of economic relations in the field of measurement of goods and services, through which there is a realization of the results of work on the basis of its division between trading partners.
Commodity market is a system of economic relations, in the first place, between producers and consumers of goods and, secondly, a system of economic relations within groups of producers and consumers. The first form of bonds is a sale, a second form - it's competition.
Commodity markets interact through the mechanism of inter-industry competitiveness’, form the national market as a whole.
Going beyond national boundaries, national markets are formed in the international commodity markets. Their operation is in close cooperation with the relevant markets of certain countries and regions. There is a huge diversity of national economies and markets with their attendant conditions of formation and factors in the development of economic conditions.
Methodology for market research suggests the need to classify them.
It is very important from a methodological and practical points of view to determine the structure and concept of the global market. Mistakenly believe that the world market is identified with international trade.
The world market - a complex socio-economic system. The most primary element of the system - the internal market. "Internal Market" - a system of internal trade, and the products and services, as an object of these operations are made only from the country's own resources, without the use of imports, and consumed within the country without export requirements.
The  market’s classification by area coverage:

Domestic markets

National markets

International markets

World markets
Next, we consider "national market", which consists of the domestic market and export-import operations, which are added to the internal trade operations. It is important to introduce the concept of "international market" - which is understood the scope of export-import operations only: it is differ from the concept “world market”.
Thus, the "world market" is a collection of national markets, it consist of numeral numbers of national markets.
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The structure of most of the world commodity markets can distinguish two main sectors - private and public, who have their own principles of trade, and price, and these sectors are, in turn, can be roughly broken up into segments.
Private sector (closed) is a commodity market where buyers and sellers interact, various forms of non-related relationships: a legal dependent, a system of sharing and control arrangements for specialization and cooperation, special trade and economic, monetary, military, political, and specific agreements which are not purely commercial nature.
The main segments of the private sector of the world market are the transfer transactions (transfers goods and finances between affiliates, subsidiaries and parent companies of transnational companies); sub-deliveries of goods carried by small and medium-sized firms, formally independent, but in fact is the contractor of large monopolies in the specialization and cooperation, with provided the delivery of goods under the "help", long-term contracts, barter and compensation trade, etc.
The most important building conditions in the closed sector of the commodity market, are:
The prevalence of different forms of regulation,
Limited impact in market factors
The relative stability of market prices n services and have long-term
Trade in this sector is subject to strong regulation by the states and large companies.

Public (open) sector is a sphere of normal commercial activity virtually unlimited number of independent buyers and sellers. In this sector there are no specific (non) communication between the parties, which determines the relative instability of the relations developing between them. For this sector is characterized by short-term conclusion of commercial transactions (negotiated for a maximum period of not more than 1 - 1.5 years). Operations on the open market, mainly represented by transactions on the exchanges and the spot market. Here there is a frequent and sharp fluctuations in prices.
The export quota is calculated:
The amount of export quantity in metric units divides to the amount of the produced quantity in metric units of some periods (a month, a quarter, a year).

The import quota is calculated:
The amount of import quantity in metric units divides to the amount of the consumed quantity in metric units inside the country (a month, a quarter, a year)

The mineral recourses are not replaced or replaced very much slower by natural processes than the rate at which we use them, not in a reasonable amount of time (our lifetime, our children's lifetime, etc). We can’t accelerate the rate of their replacement and they are thus considered "used up", not available to us again.
This problem is closely linked to the 2nd problem:

It means that at every moment their production is limited by the level of scientific, technological and technical development, i.e. the level of economic development.

 For natural reasons and uneven placement of mining industries. Moreover, production and consumption regions are different. Fuels are produced mostly in developing countries and consumed mostly in developed nations. That’s why international trade plays very important role in meeting the demand for fuels.

1. Price is determined on the basis of the worst and most distanced deposits

The main factor in market functioning is raw material base, i.e. resources. Resource extraction historically played a large role in economy. The aim of many wars was to have access to strategic resources.
PRICES

Among the set of the indices, which characterize the state of the situation of one or other commodity market or another, the price is the most important, accumulating index. Controlling the motion of prices on the market it is possible to determine a change in the volume of production and proposal of goods for the market, demand for it and level of consumption, a change in the commodity reserves. All indices are analyzed and are forecast mainly in order to make correct analysis and forecast of the motion of price of the appropriate goods, since. price is the quality indicator both of internal and foreign trade, measure of its effectiveness.

Price, being the element of market mechanism it has an effect on the formation of economic situation. Simultaneously price undergoes the influence of economic situation and is the result of its development, here is revealed a dual trend in development of market prices.


As the concentrated expression of economic situation market price is formed under the action of many factors, which determine the state of the corresponding market. On to market act the factors, which influence the formation of price both directly, and indirectly through the action on supply and demand and the production of goods. They are far from equivalent on their influence. Therefore conditionally it is possible to divide them into the factors of the first order - directly influencing the level of prices and their motion, and the factors of the second order, the rendering indirect effect on the price. 

You look diagram “market price”.
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By economic regulation are understood all possible forms and directions of the state, monopolist, state-monopolistic and intergovermental regulation of the economy, which has a direct effect practically on all aspects of economic life - that also is reflected in the diagram with the aid of the differently directed pointers. The only element- factor, which is not been the object of the economic regulating of the within the framework proposed diagram, is block “resources” the -factor of especially natural order.


The characteristic of the constructed system completes by the explanation of that, how - through the block “market price” - occurs equalizing supply and demand on the market, i.e., visual answer to the question, how “demand determines proposal”, is given, and “proposal determines demand”. The shortest path “of the pulling” of proposal to the level of the increased demand is chain “demand- situation (i.e. the relationship of supply and demand) - market price - economic effectiveness (in this case output) - output - proposal”, but by the briefest way “of the pulling” of demand to the level of the increased proposal - chain “proposal - situation - market price - production expenses (in this case initial cost of raw material) - economic effectiveness (in this case consumption or processing) - consumption (or processing the raw material, not utilized in not [pererabotannom] form) - demand”.


Price forming factors - all possible circumstances, phenomenon, processes and the regularities, which determine or those simply causing dynamics and level of market price.
A structure of factors groups formed the price in the internal and international markets:

The factors of the 1st order:

Basic (constituting) factors:



Price of the production

 Relationship of supply and demand

 The direct control of the prices

 State of money sphere
The factors of the 2nd order:

 Production costs

 Mean profit to packed capital

 Absolute size and the relative dynamics of supply and demand

  Price policy of state and monopolies

 Motion of the exchange rates







Specific factors:

Consumer cost (quality of goods)

 the nature of the interrelations of the contractors





 the volume of sales for 

the delivery specification
 terms of payment 
All these factors are considered in concerning with the specific character of separate markets
The price of production

 the converted form of cost, consists of production costs and mean (general) profit; the question strongly depends on remaining

 factors: what price to consider the price of production, if expenses and average profit they can vary?

Principle of the averaged cost (or weighted mean standard):

Level of the price of production, which corresponds to the regulated level of public expenditures for the production of the unit of this goods, the weighted mean value of the actual prices of production the individual commodity producers (i.e. the averaging of the cost of production with the best and worse conditions).

This principle works only in those spheres of the material production, which are not connected with the direct use of the limited natural resources (mineral, land, biological, etc), i.e. in the branches of processing industry, in the same spheres, where there is a natural monopoly to the best and average conditions of management, caused by the absolute and relative limitedness of the non reproducible (irreplaceable by artificial substitutes) objects of labor and natural elements of production, it is formed the special mechanism of price formation, which reflects the specific rent production relations (in the depletion industry, rural and forestry, fishing, building, etc).


In this case in contrast to the super profit, obtained under normal conditions in the individual enterprises of processing industry and by that having completely inconstant nature, any variety of the additional profit, appropriated by the owner of natural resources, has steadier and practically more universal nature, since the rent is formed on the base not only of the best, but also average and even less productive resources.


Rent principle of the price formation: market prices are objectively regulated by the worst conditions of production, characteristic for the appropriate branches.

Relationship of the internal and foreign trade prices, wholesale and retail.


The formation of world commodity prices is generally the expression of the fact that the law of cost develops its action on an international scale on the world market. Similarly, as on the national market the individual values of different goods are equalized under the effect of the competition into the market, or public cost, so also under the more complex conditions on the world market from the national values of commodities of the individual countries is formed their international value.


In spite of the substantial changes, which are introduced into the process of price formation by the important companies (monopolies), but also now the regulator of world prices are the international prices of production, similarly, as the fluctuations of sole prices are regulated on the domestic markets for the price of production.

PLURALITY OF COMMODITY PRICES IN THE INTERNATIONAL TRADE.

Why different prices are in the international trade?

1. Differences under the conditions of the commercial activity
2. Uniqueness of the functioning of price mechanism and special feature of the realization of concrete goods and separate commodity group

3. The plurality of commodity prices - spread (dispersion) of the actual values of market price of this goods.


The basic reason for different prices of the absolutely identical goods - difference in the nature of the accomplished transactions, what reflects the structural differentiation of commodity market and special feature of the functioning of its separate elements (segments - opened, closed, preferential).


Real  dispersion of the completely comparable commodity prices, led to the conditional similarity taking into account the action of all other specific factors of price formation (quality and quantity of goods, the conditions of its payment and delivery, the volume of [after selling services] maintenance, etc)

 Imaginary - illusion of real dispersion, generated by actual differences under the specific conditions of production and sale of analogous goods (including the mutual arrangement of the regions of consumption and production), conditions of payment, by special features of the prepayment of postage (delivery specification) of price and by other conditions of contract. Reference prices, specific prices, the price of transactions, exchange trades and auctions, price-lists, advertising prices, the price of intra-firm deliveries, the exchange quotations, etc.
Relationship of the internal and foreign trade prices, wholesale and retail.


The formation of world commodity prices is generally the expression of the fact that the law of cost develops its action on an international scale on the world market. Similarly, as on the national market the individual values of different goods are equalized under the effect of the competition into the market, or public cost, so also under the more complex conditions on the world market from the national values of commodities of the individual countries is formed their international value.


In spite of the substantial changes, which are introduced into the process of price formation by the important companies (monopolies), but also now the regulator of world prices are the international prices of production, similarly, as the fluctuations of sole prices are regulated on the domestic markets for the price of production.

In view of this circumstance the market capacity can be calculated through the determination of the volume of its consumption from the following formula:
 Market’s capacity = the volume of the national production + the volume of the import - the volume of export + inventories


The indices of the volume of production at the goods, volume of its export and import are published by the yearly statistical services of practically all countries of peace and by the international organizations of United Nations and WTO.

World price.


For the initial development period of world market characteristic was the unity of world prices. Under the contemporary conditions on one and the same goods the entire stairs of actual prices acts. This plurality of prices is the result of the different degree of monopolist control, unequal force of competition in the individual sections of market, difference in the currencies of the transaction and, etc the organizational forms of trade.

 What under such conditions to assume as the world price?

World price must satisfy the following requirements:

5 signs - criteria of world price

 1.
the price of large regular transactions in the international trade (i.e. must be the regularity of their realization)

 2.
transactions must bear commercial nature, but not special.

3.
The payment of transactions must be produced in the freely convertible currency.

4.
Transactions must consist by important exporters or importers of this goods (must be achieved the distinctiveness (mutual incoherence) of export and imported deliveries.

5.
Export and import transactions must be achieved on the markets with the free regime. Free (open) commercial- political regime.

Thus. as the world prices it is possible to examine only the prices of the usual commercial operations, which are typical for the world commercial practice, they apply to the substantial part of the international commodity turnover and it is, as a rule, accessible to salesman and buyer, who appears on the world commodity market. They are different from the prices of the special transactions, accomplished in the closed sector of market.

FORMS OF THE PRICES, WHICH ACT ON THE MARKET

 Fixed prices. They are agreed between the salesman and the buyer with the conclusion of a contract. In the text of contract in the division “price” is done the reservation “prices solid and they do not be subject to change in the course of its performance before the completion of clearing accounts.

1.
Prices of transactions with the subsequent fixation. As a rule, such prices are established on the machines and the equipment - the zigzags of situation rapidly and accurately note. But it is known only to buyer and salesman and together with the general economic situation reflects the specific conditions for nature, relation between the salesman and the buyer.

The price of transaction depends: from the size of a party, quantity of goods, conditions of payment, currency, intended to the payment, the delivery time, nature of business connections.

2.
The exchange quotations - are established with sale and purchase of raw goods. All changes in the situation note, they include no special conditions.

The quotations of salesman - the real level of market transactions are below.

The quotations of buyer - the real level of market prices are above.

3. Reference prices - are published in the periodic publications and the price lists. For example - oil, ferrous metals. They bear reference nature, they give idea about the level of the prices of salesman, but they do not reflect all changes in the situation. This is base for the price of transaction for the goods of the specific quality. Surcharges for the quality of goods increase the market price of goods, sometimes 1,5-2, oil - barrels, cold-rolled sheets, low contents of phosphorus, etc It is necessary to follow the price lists, and also the sizes of reductions and covers. The deviation of actual prices from the reference it is tightly connected with the relationship of supply and demand. In the period of lift - they higher than reference, in the period of the decrease - they are lower than the reductions reference in the form of assignment.

The calculation of the sliding price

 the practical use of this dependence is revealed in the so-called “sliding price”, characteristic for the market for machines and equipment, which makes it possible to consider market fluctuations on the market for raw material with the conclusion of a contract to the equipment with the prolonged period of production. The formula of the sliding price takes the form:

P = Po + (A  a1+ B  b1 + C),

a0
  b0
where,
 P-  the price of final calculation after execution of the contract;

Po- basic price;

A - the share of expenditures for materials in the basic price;

B - the share of expenditures for work force in the basic price;

With the fraction
C - of the constant part in the price (profit, overhead expenses), or the so-called coefficient of braking;

a1 - initial index of internal wholesale prices on the raw material;

a0 - average price index on the raw material during the period of billet;

b1 - initial index of the rates of wages in the branch;

b0 - average index of the rates of wages during the period of the direct work on order.


In the contract are formed the periods and the conditions of the slip of price indices on the raw material, the indices of the rates of wages. With the calculation according to the formula of slip the customer always must attain in the formula of a maximum increase in the specific weight of the constant part of the price. The higher it is, the less the increase in the prices of materials and work force on the final price will be said.


The indices of country-suppliers usually are used with the transactions of buying and selling. The indices of country- suppliers, as a rule, adapt with the contract building of industrial units to the equipment, and to the works, carried out by national firms, price indices of the countries, where units are built.


The indices of a price change of the goods and the rates of wages are published in the majority of the industrially developed and developing countries in the official and particular economic publications. For example, in Germany in the reference book “Wirtschaft und Statistics”, in the USA - “Marshall & Of swift”. In these countries the salesmen and buyers have the capability to agree and to specify in the contract, from which source the indices will be used.

The more the reference materials traders for determining the prices draw, the more precise their averaged value reflects the optimum price of market.
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