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1. [bookmark: _Toc134030333]Describe the business and its main product or service
For the purpose of this essay, the business I have chosen is Samsung and the production of their smartphones. Samsung is a worldwide electronics corporation with its headquarters in South Korea. Its diverse product line includes smartphones, televisions, home appliances, and other gadgets. One of the division's most lucrative and successful companies is the smartphone industry (Kim & Yoo, 2015). The screens, cameras, and other features of Samsung's smartphones are of the highest calibre, and they also have excellent design and construction. Moreover, Samsung manufactures a wide selection of smartphones to meet the needs of various market sectors. High-end smartphones with the newest features and cutting-edge technology are available in the company's flagship Galaxy line. The Galaxy S and Note series are among the best-selling smartphone models on the market and are renowned for their expansive displays, potent cameras, and quick processing times (Eadicicco & Lanxon, 2023). A novel user experience is offered by the Galaxy Fold line of foldable smartphones, while the Galaxy Z Flip series of flip phones combines cutting-edge technology with a traditional design (Eadicicco & Lanxon, 2023).
Samsung makes mid-range and low-cost smartphones in addition to its flagship series. The J series comprises low-cost smartphones that are made for customers searching for inexpensive handsets, while the A series includes mid-range smartphones that strike a balance between performance and price( Eadicicco & Lanxon, 2023). Samsung's smartphone division is a key component of its corporate identity since it has greatly increased the company's total sales and profitability. Focusing on innovation has been one of the main elements in Samsung's success in the smartphone market (Khanna et al., 2016). The business makes significant investments in R&D to develop novel technology and features that distinguish its goods from those of its rivals. Samsung's smartphones have led the way in terms of technical innovations including foldable screens, multiple cameras, 5G connectivity, and high-resolution displays (Eadicicco & Lanxon, 2023). The design and build quality of Samsung's smartphone line-up is a crucial component as well. The sleek, contemporary looks of Samsung's smartphones are well-known, and they frequently use premium components like metal and glass. To guarantee that they satisfy the highest standards of dependability and durability, the company's smartphones go through stringent testing procedures (Samsung Newsroom, 2022). 
2. [bookmark: _Toc134030334]Identify Demand and Market Equilibrium. For each of the factors that influence Demand, describe how your main product or service is affected. Does the factor indicate that demand is increasing or decreasing?
· Price of substitute
To begin with, we may examine the cost of competitors' products to determine how much demand there is for Samsung smartphones. Apple's iPhone, Huawei's Mate and P series, and Google's Pixel smartphones are among alternatives to Samsung's line of mobile devices (Bhasin, 2018). The cost of these alternatives can significantly affect how many Samsung smartphones are purchased. Samsung's smartphone demand may decline if the costs of the alternatives drop, as consumers may choose to buy other brands instead. On the other side, if the cost of alternatives rises, buyers could be more inclined to pick Samsung devices, increasing the demand for the brand's goods (Pradana & Djatmiko, 2016). The cost of Samsung smartphone alternatives has been largely consistent in recent years. The most popular smartphone on the market is still Apple's iPhone, and costs have not changed much from model to model. Due to the company's trade battles with the United States, the prices of Huawei's Mate and P series have fluctuated a little, but overall, their prices have not had a substantial influence on the market for Samsung devices (Bhasin, 2018). 
Furthermore, cases, screen protectors, and headphones are examples of complements for Samsung smartphones. Based on this, the cost of these accessories may have an effect on how many Samsung smartphones are purchased. Customers could be more willing to buy Samsung smartphones if complement prices drop since they would be able to accessorise their handsets with more items. In contrast, if the cost of accessories rises, consumers would be less inclined to buy Samsung smartphones since the total cost of ownership might be too expensive (Pradana & Djatmiko, 2016).
· Price of complements
In recent years, the cost of accessories for Samsung smartphones has remained largely consistent. While the costs of accessories like cases and screen protectors have stayed the same from model to model, the costs of headphones have changed slightly as a result of competition from other brands like Apple's AirPods (Cipriani, 2021). Overall, though, the cost of accessories has not had much of an influence on the demand for Samsung devices. Samsung smartphone demand can be impacted by the cost of alternatives and complements; however, these costs have mostly stayed consistent in recent years (Cipriani, 2021). Due to the company's emphasis on innovation, design, and quality as well as its diverse range of goods, it has been able to weather any swings in the demand for smartphones while still maintaining a competitive advantage in the market.
· Consumer Income
The level of consumer income has a significant impact on the demand for Samsung smartphones. If household income rises, consumers might have more money on hand to spend on luxuries like smartphones, which would lead to an increase in demand for Samsung's goods. In contrast, if household income falls, customers could be less inclined to buy pricey items like smartphones, which would reduce demand for Samsung's goods (Samsung Newsroom, 2023). The demand for Samsung smartphones can be strongly impacted by changes in consumer income levels (Kim, 2022). For instance, when consumer income levels are low during economic downturns or recessions, customers often reduce their spending, especially on luxuries like smartphones. In contrast, consumer income levels tend to climb during economic booms, boosting customers' spending power and boosting demand for Samsung smartphones (Kim, 2022). To understand how consumer income changes may affect demand for its products, Samsung must continuously analyse them. In order to maintain the competitiveness of its products in the market, the corporation may use this information to assist it change its pricing and marketing strategy. In general, consumer income levels have a big effect on how popular Samsung smartphones are. To succeed in the market, the corporation must continue to monitor changes in consumer income patterns, prevailing economic conditions, and other elements that can have an influence on consumers' purchasing power.
· Consumer tastes & preferences 
Demand for Samsung smartphones is significantly influenced by consumer interests and preferences. The demand for Samsung's products may rise or fall as customer tastes shift. To remain competitive in the market, Samsung must thus stay abreast of customer tastes and adjust to shifting fashions. Consumers' preferences for smartphones with larger screens, longer battery lives, and more sophisticated features, such as top-notch cameras, face recognition software, and artificial intelligence, have grown recently (Pradana & Djatmiko, 2016). Samsung has been effective in adapting to these changing consumer tastes by consistently enhancing the features, functionality, and appearance of its products (Pradana & Djatmiko, 2016). However, new trends are constantly emerging and consumer preferences are constantly shifting. For instance, many customers are increasingly indicating a preference for more ecologically responsible and sustainable items. If Samsung does not change its practises to become more environmentally friendly, this movement in customer choice can cause a reduction in the market for its products. 
Samsung must continue to monitor new trends and improve its goods in order to keep ahead of changing consumer demands. This might assist the business in keeping up its market share and continuing to satisfy customer demand. To appeal to customers who value environmental responsibility, Samsung must also be proactive in tackling sustainability issues.
• Consumer expectations of price 
Price expectations among consumers are a significant variable that may influence the demand for Samsung devices. Customers may be less likely to buy Samsung devices if they anticipate price increases, which might result in a drop in demand. On the other side, if customers anticipate a drop in the price of Samsung smartphones, they could put off making purchases in anticipation of future sales, which would lead to a short-term decline in demand (Yusuf et al., 2019). A number of variables, including shifts in market circumstances, competition pricing, and supply and demand dynamics, can have an impact on consumer expectations of price. Customers may anticipate Samsung to drop its pricing if, for example, its rivals do so, which would put pressure on Samsung to do the same in order to remain competitive (Yusuf et al., 2019). Samsung needs to carefully analyse its pricing strategy to fulfil consumer expectations of price. The business can increase demand for its products by using a variety of price strategies, such as promotional pricing or discounts. To be profitable and competitive, Samsung must also keep an eye on market changes and modify its pricing appropriately.
• Demographics - Number of Consumers (Buyers) 
The demand for Samsung smartphones can be strongly impacted by demographics, such as changes in the number of users or purchasers. Samsung's products may be in greater demand if the number of consumers is growing, but a fall in the number of buyers may result in a decline in demand. Age is a significant demographic characteristic that has an impact on Samsung's consumer base. Smartphones, in particular, are more likely to be adopted early by younger generations. Therefore, as there are more younger consumers on the market, there may be a greater demand for Samsung smartphones (Nawaz et al., 2020).
Figure 1
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Pictured above are how many individuals have purchased Samsung smartphones and how that number steadily increases over time, regardless of demographics. Moreover, income level is a demographic component that also affects demand. Consumers with greater earnings may be more likely to buy Samsung cellphones because they are relatively expensive goods. The demand for Samsung's products may thus rise as the number of consumers with high incomes rises. The demand for Samsung smartphones may be influenced by a variety of demographic parameters, including gender, geography, and educational attainment in addition to age and wealth (Nawaz et al., 2020). Furthermore, due to the availability of cutting-edge features and connection choices, for instance, consumers residing in metropolitan regions may be more likely to acquire Samsung smartphones.
[bookmark: _Toc134030335]3. For each of the factors that influence the Price Elasticity of Demand, describe how your main product or service (described in 2 above) is affected. Does the factor indicate demand is more elastic or more inelastic?
• Substitution Effects. Luxury vs. Necessity 
A crucial idea in comprehending the demand for Samsung smartphones is the substitution impact. The replacement effect is the theory that, as a product's price rises, buyers may decide to move to alternative items rather than buying the original product. The elasticity of demand for a Samsung smartphone might vary depending on whether people regard them as a luxury or a necessity. A luxury is an item or service that is not necessary but is desired for a higher level of living, whereas a necessity is a good or service that is necessary for everyday existence. The demand for needs is often more rigid than the desire for luxuries. This indicates that the demand for needs is more sensitive to price fluctuations than the desire for luxury goods (Tech Observer Deck, 2020).
Depending on the customer, Samsung smartphones may be seen as either a luxury item or a necessary purchase. Due to its capacity to stay connected and carry out necessary functions like communication, navigation, and information access, smartphones may be viewed as a need by certain users (Tech Observer Deck, 2020). Other shoppers might consider smartphones to be high-end products primarily used for social media and entertainment. Samsung smartphones may often be categorised as both a luxury and a necessity item. They provide numerous leisure elements like gaming and social networking platforms in addition to crucial communication and productivity applications (Fields, 2015). So, a consumer's perception of a Samsung smartphone as a luxury or a necessity may vary based on their personal preferences and requirements.
 The elasticity of demand for a product can be affected by how much it is considered a luxury or a necessity. Samsung smartphones may have more flexible demand if they are largely considered to be high-end goods. Changes in price will thus have a greater effect on demand since customers may be more inclined to move to other items or avoid buying the product entirely (Fields, 2015). Samsung smartphones, on the other hand, may have less elastic demand if they are largely seen as necessities. As a result, changes in price will have less of an effect on demand as customers would be ready to pay more for the product's vital features and capabilities. In summary, the perception of a Samsung smartphone as a luxury or a necessity might affect the product's elasticity of demand (Pradana & Djatmiko, 2016). Although the product provides both crucial productivity and communication features as well as entertainment options, consumer preferences and needs may differ. In order to sustain or boost demand for its goods, the corporation may modify its pricing strategy and marketing initiatives using a comprehension of how customers regard Samsung devices.
· Income effects. Percentage of income 
The elasticity of demand for a commodity or service may be significantly influenced by income level and the percentage of money spent on it. The term "demand elasticity" describes how much the demand for an item or service is impacted by a change in price. The demand for an item or service is often more elastic when a significant amount of a consumer's income goes towards its purchase. For instance, the price of a Samsung Galaxy Z Flip at £1,299 equals more over 6% of a consumer's yearly income if they earn £20,000 (Hiley, 2023). In this scenario, the customer is probably more sensitive to price changes and may choose for a less expensive option or postpone their purchase until the price drops. On the other hand, the same price of £1,299 represents just roughly 1.3% of a consumer's yearly income if they earn £100,000 instead. In this situation, the buyer could be less price sensitive and more inclined to buy the Samsung Galaxy Z Flip regardless of price adjustments (Hiley, 2023).
Generally speaking, demand for a commodity or service is more elastic when it comprises a higher portion of a consumer's income. As a result, customers are more likely to alter their purchasing habits in reaction to price fluctuations for goods and services. Conversely, when a commodity or service accounts for a smaller portion of a consumer's income, demand for that good or service tends to be more inelastic, which means that customers are less likely to alter their purchasing decisions in reaction to price changes (Hiley, 2023). The following are the Samsung smartphone pricing in UK pounds:
- Samsung Galaxy S23: £899
- Samsung Galaxy S23+: £1,149
- Samsung Galaxy S23 Ultra: £1,249 (Samsung, 2023)
Higher-income consumers are more inclined to choose higher-end models regardless of price variations since these prices can make up a lesser portion of their income. Consumers with lower incomes may, however, be more sensitive to price fluctuations and more inclined to pick less expensive options or postpone their purchase until the price drops because these prices may make up a bigger portion of their income (Pradana & Djatmiko, 2016). Overall, the demand elasticity of an item or service can be significantly influenced by the percentage of money spent on that good or service. The demand is expected to be more elastic the higher the percentage of money spent on the commodity or service. On the other hand, demand is more likely to be inelastic the smaller the percentage of money spent on an item or service.
• Given your analysis, what pricing policy should the business employ? Why?
In my opinion, the research suggests that the company should use a flexible pricing strategy for the product. This is due to the product's elastic demand, which means that changes in price will have a big effect on demand. To draw in a larger clientele, the company may think about using price discrimination tactics, including providing discounts to elders or students. The company should also think about changing its prices in response to variations in customer spending as well as variations in the cost of alternatives and complements. The pricing strategy's ultimate goal should be to maximise revenue and profit while simultaneously meeting customer demand.
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