Discuss whether increased competition will always lead to an improvement in economic efficiency. 
Allocative effiency is where scarce resources are used to produce those goods and services which consumers demand . In a free market, if firms are making a profit , other firms will enter the market providing competition.  Competition leads to an increase in allocative efficiency because firms have to use their scarce resources to produce those goods which consumers want. If not, there will be no demand for their products and eventually the firm will go bankrupt. In other words in a competitive market, as consumers are sovereign, there will be allocative efficiency. 
Increased competition also leads to greater productive efficiency as firms will compete on price and in order to lower their prices they will have to cut their costs in the first place 

• Greater competition also removes the possibility of ‘X inefficiency’ with companies no longer being complacent as there is the very real threat of competition. 

