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[bookmark: _Toc124181458]Introduction 
Demand for a specific product or service of a company changes over time. There remain various factors working behind this. However, this report will try to provide some information about a company and will discuss the other issues such as demand and market equilibrium, factors that influence market demand for that company’s product, and factors that influence the price elasticity of demand for that product 
[bookmark: _Toc124181459]Description of the business 
Coca-Cola is the corporation that has been selected to carry out all of the requirements of the research. In 1892, the adventure of the corporation began in the state of Georgia's capital city, Atlanta. The United States of America is home to the company's headquarters. The brand name Coca-Cola has made this corporation one of the most recognisable brands in the world. Additionally, it provides a wide range of goods, including alcoholic ready-to-drink beverages, coffee, tea, juices and dairy-based plant-based products, as well as water and hydration options (Coca-Cola Company, 2023). The market for soft drinks is where this firm competes. The market for soft drinks is notoriously cutthroat, and many companies vie with one another to be the best there is. The corporation is present in two hundred different countries and markets itself under two hundred different brand names.
Customers may choose from a diverse selection of beverages that are provided by the organisation. The Coca-Cola soft drink is the product in particular that has been selected for this instance here. This product was selected since there isn't much competition in the market for this soft drink, and its brand value ranks first when compared to the value of other beverages brands on the market. As a result, this product was deemed the best option available (Coca-Cola Company, 2023). As a result of the widespread popularity of this soft drink, there will be a significant quantity of data collected on the market for this particular product. It would be beneficial to have additional information about the aspects of competition, demand, and market conditions that have an impact on this firm as a whole. The brand value of soft drinks is shown in the graph that follows; the graph reveals that Coca-Cola has the highest brand value in comparison to other firms currently competing in the market. 
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Figure 1: The brand value of soft drinks around the world in million US dollars (Statista, 2022). 
[bookmark: _Toc124181460]Demand and Market Equilibrium of Coca-Cola 
Some circumstances in the market might cause a rise in demand for a product or service, while other times the same elements can cause a reduction in that demand. On the other side, market equilibrium is reached when the supply of a good or service meets the demand for it. This indicates that demand and supply will be equal, and there will be neither more nor less of this factor; hence, this will provide equilibrium for the product of a corporation (Arnold et al., 2022). However, there are a number of things that have an impact on the demand and cause it to either increase or decrease. The demand for the soft drink Coca-Cola on the market is influenced by the elements that are outlined below, which work to drive that demand: 
Price of substitutes: Alternatives to popular soft drinks like Pepsi, Fanta, Sprite, and Red Bull may be found in many forms, and can be used in their place. The most important questions to ask are whether or not the price of the alternative product is going down or up, and how the change in price is influencing output at the selected firm. When the price of a competitor's product rises, consumer demand for Coca-Cola also rises; conversely, when that competitor's product becomes less expensive, consumer demand for Coca-Cola falls (Besanko et al., 2014). Because Pepsi is such a direct rival of the soft drink that Coca-Cola produces, the price structure of Pepsi will have a direct influence on the pricing structure of Coca-Cola. When compared to the pricing of Coca-Cola, Pepsi has a more affordable price point. For instance, a 500 ml bottle of Pepsi can be purchased in the United Kingdom for the price of £1.45, but the same size bottle of Coca-Cola can be purchased for the price of £1.79, which is much more than Pepsi's price (The Guardian, 2022). This has an effect on the demand for Coca-Cola since customers will switch to Pepsi because they can get it at a lower price than Coca-Cola. 
Price of complements: Any form of fries, whether they be potato fries, chicken fries, or any other kind, go exceptionally well as an accompaniment to a Coca-Cola soft drink. In addition, burgers and pizza are delicious when paired with a soft drink. In the UK, purchasing one piece of KFC's fried chicken will set you back £1.99. On the other hand, the cheapest pizza at Domino's can be purchased for £9.99 in the UK; nevertheless, these costs are significantly increased for customers with lesser incomes (Faith, 2018). Due to increased levels of market rivalry, the cost of food staples like pizza and fries is going up in the United Kingdom. This will have an effect on the demand for Coca-Cola drinks because when consumers are forced to pay a high price for complementary food products, they will eat less of those foods and will consume fewer soft beverages along with it. This will lead demand for Coca-Cola drinks to decrease. It will have an impact on the demand for Coca-Cola in the market, causing the demand curve to move to the left. Additionally, supply will fall. 
Consumer income: Another component that has a direct influence on the desire for purchasing any goods or service is this particular aspect. The rise in the income of consumers leads to an increase in their purchasing power, which in turn leads to an increase in the amount of any product that customers purchase or consume. On the other hand, a drop in income has a direct impact on one's buying power, which in turn leads to a precipitous fall in the demand for a certain commodity (Dhar et al., 2005). It also has an effect on the supply, since when there is less demand, there is also a drop in the amount that is available. 
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Figure 2: Annual earnings for full-time employees in the UK (Statista, 2022). 
This graph shows that the annual earnings of employees in the UK always get changed. It depends on age and gender. Males earn more than women and the age group 40-49 earns more than other age groups. This indicates that the consumer income is not fixed and it gets fluctuated. The demand for soft drinks also gets changed with that. 
[image: ]
Figure 3: Increase in median income (ONS, 2021)
This data also demonstrates that the average income of people has grown over the course of time, as the median income has risen. This suggests that the spending power of customers has grown, and as a result, there has been an effect on the demand for soft drinks, which has resulted in an increase in supply in order to reach the equilibrium point in demand and supply. 
Consumers’ tastes and preferences: The preferences of customers have an impact, as well, on the demand and supply of any given product. When consumers enjoy a product, they purchase more of it; but, if they do not like the taste, they choose to purchase less units of that product (Dutt, 2006). Because practically every person on the face of the earth consumes soft drinks, the demand for well-known brands of soft drinks will almost always be stronger than the tastes of individual consumers.
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Figure 4: Sales volume of Coca-Cola by region (Statista, 2022)
This sales % demonstrates that people like to have soft drinks offered by the Coca-Cola Firm, and the company also satisfies the need of the consumers' changing tastes and preferences over the course of time. Every single day, customers in every single region of the globe consume ten thousand soft drinks made by Coca-Cola in each and every second. This also suggests that there is a demand for the soft drinks produced by this corporation. 
Consumer expectations of price: Customers who purchase original Coca-Cola drinks express a desire that the price remain constant or fall. When prices are maintained at a lower level, there is a greater demand for Coca-Cola beverages; however, this desire decreases when prices are raised. The demand curve slopes to the left whenever there is a rise in demand, and it slopes to the right whenever there is a reduction in demand (Arnold et al., 2022). When there is an increase in demand, the supply curve moves to the right, and when there is a reduction in demand, the supply curve moves to the left. The point of equilibrium is reached when supply and demand are in balance with one another. 
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Figure 5: Equilibrium Point (Faith, 2018). 
Demographics: Consumers of Coca-Cola soft drinks have increased over the years. In the UK, thirteen point three million consumers consumed Coca-Cola and sales increased by four-point five percent in the year 2020 (The Financial Times, 2020). This indicates that the number of consumers is increasing for the drinks. This increases the demand. It affects the demand and forces supply to increase. 
[bookmark: _Toc124181461]Factors that influence the price elasticity of demand 
The previous part of this task tried to show the changes in demand for some basic factors such as income, consumer preferences, and choices, demographics. Substitute product prices, and so on. This part will try to show the influence of factors on the price elasticity of demand. 
Substitution effects: On the market, there are numerous alternatives to, as well as rivals for, the soft drinks produced by the Coca-Cola business. When the price of other replacements rises, consumers are more likely to purchase other alternatives instead. It compels individuals to buy from other people in order to meet their need, forcing them to do so. A soft drink is the kind of beverage that can make any event seem more complete. Customers are more likely to want those during any type of get-together, whether it a social party, New Year's Eve celebration, or even a family get-together (Crawford et al., 2020). If you don't have this, the celebration won't be complete. The price elasticity of demand in conjunction with the impacts of substitutes is the fact that has to be determined here since it is crucial. When viewed from the perspective of the average customer, the soft drink produced by the Coca-Cola business is not a luxury product. Cheers are required to adequately occupy the time that is available. 
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Figure 6: Consumers’ consumption moment of Coca-Cola (Ridder, 2022). 
According to the findings of a separate research, customers drink this beverage with their meals, on evenings out, as a snack, at national festivities, and while watching movies. This observation was made from the consumer's point of view. Meals account for a greater proportion of overall consumption. It suggests that it is something that must be done. If it had been a luxury good, people of all income levels would have been less likely to buy it in significant quantities. The current reality concerns the elasticity of prices (Su, 2007). When it can be shown that it is essential, then most people will choose to purchase this. The price of Coca-Cola is much greater compared to that of its main rival, Pepsi. In this sense, it is possible to say that demand is inelastic since, in the prior section, it was proven that the price of Pepsi is less than that of Coca-Cola. In other words, the price of Pepsi is lower than the price of Coca-Cola. The demand for Coca-Cola did not shift as a result of this. The impacts of substitutes are strong because Coca-rivals Cola's are providing alternative beverages at a lower price, but the demand for Coca-Cola has not changed as a result of this competition. The future demand for Coca-Cola will not be the same, and the price may rise even more in the future; this may have an effect on the demand while simultaneously transforming it from an inelastic to an elastic form (Gibbs et al., 2014). When consumers are more sensitive to price changes, demand for a good or service becomes more elastic; however, Coca-Cola has not yet witnessed any such reactions from customers. In a short amount of time, it may become elastic if the market conditions alter. 
Income effects: Income is also a factor that also changes the demand for elasticity. When consumer income will be higher, they will prefer to buy more and then the price of the product will not be a factor for them to purchase (Dube, 2005). This will create inelastic demand but when income will be lower it will decrease the demand and demand will be elastic.  
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Figure 7: Expenditure per person on food and drink in the UK per week (Statista, 2022)
This figure illustrates that in the UK, consumers spend a good amount of money on food and drink and if this graph is seen attentively, it conveys that the amount spent on food and drink has increased over the years (Dutt, 2006).  This also indicates that the income of the people has increased over the years and this made them capable to spend more on food and drink. In this sense, this can be said that the elasticity of the demand is dependent on income. The income level of consumers has been maximized and this has increased the demand for soft drinks and made the demand more inelastic to consumer income. 
Pricing Policy: The company needs to follow Cost Based pricing. It has already been mentioned that the price of Coca-Cola drinks is relatively higher than other competitors in the market. Although the high prices of this company’s drink did not affect the demand for the supply. The market is so competitive and can change in the future and that high price may affect the demand someday (Trucker, 2005).  The company may adopt a cost-based pricing strategy to set the prices of its products. This will allow the company the set the price based on the cost of producing a product. A fixed percentage of profit can be added with that cost pricing to set the final cost of each product. It will help to gain new customers and tackle the competitive situation in the market. This pricing strategy will also help to earn a profit, ensure the best uses of resources to prevent misuse, and help to gain customer insights for better output. 
[bookmark: _Toc124181462]Conclusion 
The above description provides insightful information about the economic system of a market. The demand and supply pattern for any company’s product may change due the factors such as income, substitutes products prices, consumer preferences, and other factors (Sharp et al., 2003).  The company requires to keep eye on those factors to find the demand and supply along with finding the equilibrium point for the company. The right amount of information and pricing strategy will help any company to make the right decision and adopt any kind of changes easily in the market. 
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