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[bookmark: _Toc113122259]Introduction 
This assessment is aimed at assessing the theses of demand and price elasticity of demand of a particular product of a company in the context of managerial economics. While completing the assessment, first a description of the business needs to be provided. Relevant factors impacting the demand for the commodity will be assessed as well. Then the impact of income and substitution effect on the price elasticity of demand of the good will be analyzed.
Management economics or popularly known as managerial economics is a section of economics that is used to apply the principles of economics to the decision-making of companies. Theories of microeconomics are mainly used in managerial economics such as consumer behavior, demand-supply equilibrium, demand influencing factors, etc. (Encyclopedia Britannica, 2022). All these economic phenomena will be studied in this assessment as well.
[bookmark: _Toc113122260]Description of the chosen business and the reason for the choice
[bookmark: _Toc113122261]Overview of the company and its product 
The author of this assessment has chosen Dell Technologies Inc. for critical analysis. Dell Inc. is one of the biggest digital device producers in the world. Personal computers, laptops, software, peripherals, etc. are provided by Dell Inc. and it has managed to spread its entire business around the whole world. Devices that support the Information Technology (IT) structure are mostly designed by the Dell company. Dell is a Multinational Organization (MNC) that originated in the United States of America (USA) and was first set up by Michael Dell back in 1984. Currently, the company is headquartered in Round Rock Texas, USA (Dell, 2022). The personal computers and laptops provided by the company are of the best quality. People can watch videos, do analytical work, and many other things like playing video games, etc. on PCs and laptops of Dell. It is said that at least 128-bit hardware support is provided. Special features like SSD, graphics card, etc. are attached to devices of Dell. In the financial year 2022, the company earned a revenue of around 80 billion pounds and has a market valuation of around 22 billion pounds in the world (Companiesmarketcap, 2022).
[bookmark: _Toc113122262]The reason behind choosing this business
While choosing a company for managerial economics analysis, the author has taken into consideration the popularity of the company. Dell is a worldwide company that is preferred by everyone when purchasing a laptop or a PC. The company has done very well in the digital and IT industry for many years. Therefore, the analysis will be easier to complete. Also, relevant data can be accessed that will be used for the analysis. Dell's customer care service is said to be excellent as well which is essential for the customers. All these facilities have been influential in choosing Dell Inc. for this assessment. 
[bookmark: _Toc113122263]Identify the Demand and Market Equilibrium of the company’s product
[bookmark: _Toc113122264]Demand-supply equilibrium of Dell’s PCs & laptops
Equilibrium means a state of stability, a situation from which no one wants to deviate from. Demand shows the willingness of a consumer for a product that he wants to purchase at the price he is willing to pay. Demand for a commodity can go up or down or can remain the same. Supply of a product means the sale of a product at the price that the supplier is willing to receive from the sale. A demand-supply equilibrium refers to the interaction point of the demand and supply curves at which both the consumer and the supplier are satisfied with the quantity of the good and its price (Zhang, 2020). The evaluated price from the interaction point is the equilibrium price and the quantity is referred to as the equilibrium quantity.  
	Demand-supply equilibrium of Dell's laptop

	Price (£)
	Quantity purchased
	Quantity sold

	15,000
	20
	12

	25,500
	18
	14

	36,000
	16
	16

	46,500
	14
	18

	57,000
	12
	20


Table 1: Random price-quantity dataset of Dell’s PCs 
(Source: Self-report, 2022)
As the actual price-quantity dataset is not been able to access, a random dataset has been which is fairly consistent with the law of demand and supply. Now from this dataset, the following demand-supply equilibrium has been evaluated.  

Fig. 1: Demand-supply equilibrium of Dell’s PCs
(Source: Self-report, 2022)
Here, it can be seen that the equilibrium price is £ 36,000 and the equilibrium quantity is 16. 
[bookmark: _Toc113122265]Demand influencing factors and their effects on demand
Price of the substitutes
In economics, a good is a substitute for another good if the price of that good increases, the demand for the other good increases as well (Kreps, 2019). Various choices are offered to the customers by the substitute goods that have the almost same quality as the other ones. When the price of a product increases, people would tend to shift away from that product as there are rival products of the same qualities available at a low price. Therefore, the demand for that product drops down.  
For PCs of Dell Inc., the tablets of Microsoft, iPads of Apple, and touchpads of Samsung are termed as some of the substitutes. So, an increase in the prices of these products will increase the demand for Dell's PCs. The cost of iPads has been very high the European countries, especially the UK (Cnbc, 2022). So, as per the general theory, the demand for Dell's PCs is expected to rise.
	Dell's personal computer (PC) unit shipments

	Quarters and years
	Sales (in Million units)

	Q4 2021
	17.2

	Q3 2021
	15.24

	Q2 2021
	14.04

	Q1 2021
	13.08

	Q4 2020
	13.2

	Q3 202
	12.05

	Q2 2020
	10.72

	Q1 2020
	10.23

	Q4 2019
	12.13

	Q3 2019
	11.34

	Q2 2019
	10.68


Table 2: Sale of Dell’s PCs from 2019 to 2021
(Source: Statista, 2022)

Fig. 2: Increase in demand for Dell's PCs
(Source: Self-report, 2022)
The graph evaluated from data-table 2 shows that the sales of Dell's PCs have increased in the last 3 years which also means that the demand for Dell's PCs has increased.
Price of the complements 
In economics, complements are those goods that are taken with a related good. If the price of a complement increases, it will pull down the demand for the related commodity because people at that time will think that it will be less relevant to consume that commodity without having the complementary one (Schwartz and Hursh, 2022).
Dell's personal computers have printers, speakers, etc. taken as complements. So, if the price of the printers increases, the computers' demand will fall. In the UK, demand for printers has fallen because of high inflation, shortage of materials, etc. The tonnage price of the papers is accounted for 60% of the energy costs (Printweek, 2022). This can lead to increasing prices of the PCs of Dell which also indicates that the demand will fall (ZDNET, 2022). 
[image: ]
Fig. 3: PC forecast sales 
(Source: IDC, 2022)
Income of the consumer
The income of the consumer is a factor in determining the demand as well. When the income of a consumer rises, he attains a higher purchasing power than before. Therefore, he can now demand more quantity of his desired goods than before. This means that an increase in income will increase the demand of the consumer for that particular commodity.
	Trends in disposable income of the UK households

	Year 
	Mean disposable income
	Median disposable income

	2016/17
	36621
	30026

	2017/18
	36017
	29308

	2018/19
	36397
	29548

	2019/20
	37839
	30762

	2020/21
	37622
	31385


Table 3: Trends in mean and median disposable income of the UK households
(Source: Ons, 2022)
 
Fig. 4: Pie chart showing the shares of the income levels per year
(Source: Self-report, 2022)
The pie chart shows that the mean disposable income of UK households has fallen in recent years. This will surely affect the demand for Dell's PCs and the demand will fall. 
Consumer taste and preferences
The tastes and preferences of the consumer will influence the demand for a commodity as well. If a consumer has a particular taste and he prefers to go for that commodity, the demand for the product will be high and the demand curve will be a level higher as well. Similarly, if the product is not preferred by many, the demand will be less as well. 
The Dell company is highly rated by consumers. Most people prefer PCs of Dell company rather than other companies. A higher preference for Dell's PCs will increase the demand as well. 
	Annual revenue of Dell

	Year
	Revenue (million pounds)

	2018
	68670

	2019
	78732

	2020
	73688

	2021
	75299

	2022
	87920


Table 4: Sales revenue of Dell
(Source: Macrotrends, 2022)

Fig. 5: Increasing revenue per year
(Source: Self-report, 2022)
As the demand will increase, the impact on revenue will be reflected as well. Here, its sales revenue of Dell has increased in recent years. 
The expectation of the consumers
If the expectation of the consumer about the product differs, the demand for the product will be influenced as well. If the consumer thinks that there can be a rise in the price of the product in the future, he would then look to purchase it at the current moment. As a result, the demand for that commodity will go up as well. The opposite will happen if the consumer thinks that the price can fall in the future.
In recent reports, there is speculation going around that the price of Dell's PCs is going to increase in the UK because of Brexit effects. This can cause an immediate increase in demand for the PCs of Dell Inc (MSPoweruser, 2022). 
Demographics 
The increase or decrease in the number of customers can increase or decrease the demand for the product. As more people start using a product, the product will become more popular and the demand for the product will increase more and more. 
In the UK, the number of customers using Dell PCs has increased over the years resembling the increase in demand for the product. 
	Number of Dell PC users in the UK between 2016-20

	Years
	Number of users (,000s)

	2016
	3,968

	2017
	3,919

	2018
	3,766

	2019
	4,104

	2020
	4,129


Table 5: Dell PC users in the UK, 2016-20
(Source: Statista, 2022)


Fig. 6: Increased number of users of Dell’s PCs
(Source: Self-report, 2022)
The figure shows that the number of users has increased which resembles that the demand will get increased more in near future.
[bookmark: _Toc113122266]Indication of demand price elasticity and pricing policy
[bookmark: _Toc113122267]Influence of income effect on the price elasticity of demand
In microeconomics, the income effect shows a proportionate change in the demand of the consumer for a particular good due to a change in real income. The theory of consumer behavior states takes into account the choices of a consumer when his wealth increases. If the income of a consumer increases, he would look to buy more of the normal and daily necessary goods. The price elasticity of demand for a normal product is inelastic but if income rises, people will demand it more. This means that the income elasticity of the product is elastic for a normal good. For an inferior good, the income elasticity is highly inelastic as people think that with an increase in purchasing power the status of living becomes high as well. The income effect is highly essential for consumers daily because the ability to expend on certain goods is related to the economy as well. Relevant legislation that can affect the income of the household often considers the impact of the income effect on the households (The Balance, 2022).    
As shown already in table 3, the median disposable income of the UK people has increased but has slowed down in the last 2 3 years.
	Trends in disposable income of the UK households

	Year 
	Median disposable income
	Mean disposable income

	2016/17
	30026
	36621

	2017/18
	29308
	36017

	2018/19
	29548
	36397

	2019/20
	30762
	37839

	2020/21
	31385
	37622


Table 6: Median disposable income trend in the UK
(Source: Ons, 2022)

Fig. 7: Increasing median disposable income 
(Source: Self-report, 2022)
After the mean income, the median income of the UK people has increased as well. But the rate of growth has slowed as seen in the line chart. This means that the income elasticity of Dell's PCs will be elastic but not very much high. Also, Dell's computer is a normal good for users, office workers, and students as well so an increase in the income will increase the demand for Dell's computers. 
[bookmark: _Toc113122268]Substitution effect and its influence on the price elasticity of demand
 A change in consumption can be induced if the price ratio of two almost identical products changes. If the relative price of a product is reduced, consumers will always purchase the good if it is a normal one. Also, if the relative price of the good increases, expensive goods will be subbed off by buying cheap products. The consumption patterns are reflected by the substitution effect. The substitutability of cheap and expensive products is assessed under the substitution effect. Also, price elasticity is observed here. This type of elasticity is known as the cross-price elasticity of the primary good. For complementary goods, cross-price elasticity is negative while for substitute goods, cross-price elasticity is positive. 
[image: iPad sales falling for 12 quarters straight? Not quite, suggests Fiksu data  ... - 9to5Mac]
Fig. 8: Sale of iPads in the UK
(Source: Business Insider, 2022)
A downfall in the sales of the iPad which is a close substitute to the PCs of Dell Inc. resembles that Dell PCs' demand will get higher and higher in coming years. The prices of iPad are usually higher than the prices of Dell PCs so naturally, the relative price between the two goods is high. Now, if the price of the iPad increases more, the relative price will increase as well. Therefore, the substitutability between the expensive and less expensive one will take place. People will substitute Dell PCs with iPads. This means that the cross-price elasticity of Dell PCs will remain high as before. 
[bookmark: _Toc113122269]The pricing policy of Dell Inc.
The pricing policy is referred to as the approach taken by the company to determine the selling price of its product which will be the most suitable one. Companies are often helped by relevant pricing policies to keep attaining high profits by selling a maximum number of goods. Relevant pricing policy is initiated by looking at relevant aspects like competition, objectives, and goals of the company, financial health of the firm, flexible ability, regulatory acts by the government, etc (indeed.com/career-advice/career-development/pricing-policy).  
There are mainly 4 types of pricing policies that the company can initiate. These 4 strategies are premium pricing, skimming pricing, value-based pricing, and penetration pricing. Dell Inc. aims at providing computers and laptops at a low and profitable rate for its customers. The creativity and uniqueness of the PCs of Dell Inc. allow the company to undertake such a pricing strategy.  Penetration pricing is the chosen policy for Dell Inc. penetration pricing is useful for Dell Inc. as the company doesn't charge premium rates but wants to penetrate the market as a leader. The company has focused on sales maximization rather than profit maximization which will allow the company to manage costs as well (O’Reilly Online Learning, 2022). 
	Model Names
	Prices of Dell PCs (£)

	New Inspiron 24
	499

	Inspiron 27
	649

	Inspiron 5410
	599

	XPS 
	1595.1

	XPS 8950
	2149.29


Table 7: Prices of some PCs of Dell Inc.
(Source: Dell, 2022)
[bookmark: _Toc113122270]Conclusion
The relevant theses of microeconomics have been discussed in the context of Dell Inc's PCs. The factors affecting the demand for the personal computers of Dell Inc. have been assessed as well. Scenarios in the UK say that the company will grow more in the coming days but the increasing price of various goods, cost of energy, and increased inflation rate can constrain the regular increase in the demand for Dell Inc. The computers of Dell Inc. are price elastic so changes in price or income will affect the company by a larger amount.  Also, the company needs to improve some areas to attract more customers. The operating system provided by Dell needs to be better as well. 
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Annual revenue of Dell

Year	
2018	2019	2020	2021	2022	Revenue (million pounds)	
68670	78732	73688	75299	87920	




Number of users (,000s)	
2016	2017	2018	2019	2020	3968	3919	3766	4104	4129	



Median disposable income	
2016/17	2017/18	2018/19	2019/20	2020/21	30026	29308	29548	30762	31385	


Demand-supply equilibrium

Quantity purchased	20	18	16	14	12	
Quantity sold	12	14	16	18	20	20	18	16	14	12	Quantity sold	
Quantity sold	12	14	16	18	20	12	14	16	18	20	Price (£)	
Quantity sold	12	14	16	18	20	15000	25500	36000	46500	57000	



Dell's personal computer (PC) unit shipments 

Q4 2021	Q3 2021	Q2 2021	Q1 2021	Q4 2020	Q3 202	Q2 2020	Q1 2020	Q4 2019	Q3 2019	Q2 2019	17.2	15.24	14.04	13.08	13.2	12.05	10.72	10.23	12.13	11.34	10.68	



Mean disposable income	




2016/17	2017/18	2018/19	2019/20	2020/21	36621	36017	36397	37839	37622	Median disposable income	




2016/17	2017/18	2018/19	2019/20	2020/21	30026	29308	29548	30762	31385	
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