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[bookmark: _Toc133302021]Introduction 
The objective of the assignment is to produce information which will help in understanding the aspects of management of economics. The information highlighted in the report will help in understanding different aspects of economics concepts while taking important decisions in the organisation. the organisation which is selected for the completion of the report is Apple and the product which is selected to be discussed in the report is handsets. Economics is referred to the wide study of scarcity and its implication for the use of resources, development of services and goods, growth of production and welfare over a period. In simple economics can be referred to as the study of the supply and demand of goods and services within an economy. One of the aspects of economics is equilibrium, equilibrium is considered to be a condition when the prices at which goods or services are demanded and supplied are equal. If a market is stated in equilibrium the price will not change unless an external element changes the demand or supply which brings out the outcome where the equilibrium is disrupted. 
Another aspect which will be assessed in the report is the elasticity of demand, the elasticity of demand is referred to the measurement of the change in the utilisation of goods in relation to the change in the price level. Researchers use price elasticity to assess how demand and supply for a good or service change when there is a change in the price level. The price elasticity of supply explains the relationship between the change in price and the change in supply. 


[bookmark: _Toc133302022]Company Description
Apple Inc. is a multinational technology organisation which is established in the United States of America. The headquarter of the company is based in the region of Cupertino, California, it is considered to be the largest technology organisation in the world. In the year 2023, the company was able to generate revenue of 2.615 trillion dollars (companiesmarketcap.com, 2023). On the basis of market capitalisation the organisation Apple is the biggest company in the world. Also in the year 2022 of June, Apple is said to be the second-largest mobile phone manufacturer and by unit sales fourth largest personal computer vendor. In the year 1976, the organisation was founded as Apple Computer Company by, Steve Jobs, Ronald Wayne and Steve Wozniak (Linzmayer, 2004). 
The mobile handset that the organisation produces is called the iPhone which uses the iOS system operating system which is developed by the organisation. In the year 2007 of January, the first generation of iPhones was launched by the CEO Steve Jobs. Since then Apple has launched a number of iPhone models and updated the iOS systems. As of the year 2018 of November 1, the organisation was able to sell more than 2.2 billion handsets and in the year 2022, the handsets were able to cover 15.6 per cent of the smartphone market share globally (satista.com, 2022). The most inspirational thing about the handsets was that it was the first to implicate multi-touch technology in mobile phones (Merchant, 2017). Since the launching of the iPhone, it gained video recording, larger screen size, waterproofing and many other features. Alongside Android iPhone is one of the largest smartphone platforms and it is part of the luxury item market. For Apple the handsets iPhone is said to have generated the largest amount of profit, making it the most valuable publicly traded company in the world. In the industry of mobile phones, the first generation iPhone was believed to be a revolution and also the later models have also gained a lot of o praises. 
[bookmark: _Toc133302023]

Factors which influence demand
Income of customers: The impact income has on the number of goods and services which the customer is willing to or is able to pay for the good or service depends on the type of the good or service (Rani, 2014). For most services and goods there is a direct relationship between the income of the customer and the number of goods that an individual is able to or willing to purchase. In other words, For these products when the income of the customer increases the demand for the product will simultaneously increase when the income falls so the demand for the product will fall . But for some of the goods it is totally reversed such as inferior products, Consumers do not purchase goods which are low in quality when the income of their increases they usually purchase products of low quality when their income is decreasing. 
For instance, mobile phones of Apple are considered to be luxury items so when the level of income of the customers increases they will try to purchase the products of the company. So, if the customers are not earning an income where they are not able to or are willing to purchase iPhones then the demand for the products will gradually decrease. Hence it can be said that the level of income influences the demand for the product, with a rise in the income the demand rises with a fall in the income the demand decreases. Overall, the level of the price of the consumer influences the demand for the products developed by the organisation.
 Price of substitutes: As with income, the impact of the amount which an individual is willing or is able to buy is the type of product which is being discussed. There are some products which are present in the market which can consider a substitute for the product being discussed. If the price of the substitute product is increasing then the product demand will rise at the same time the demand for the substitute product will fall. At the same time if the price of the substitute product decreases the demand for the substitute product will increase resulting in a decrease in the demand for the product (Quint, 2014). For instance, for some people iPhone and mobile phones of Samsung are substitute products, if the price of Samsung will decrease then the demand for the products of Samsung will increase resulting in an outcome where the demand for iPhones will decrease. Similarly, if the price of mobile phones of Samsung increases then the demand for iPhones will increase.  
Price of complements: Let us take products which are used or consumed together, and then those products or services are considered to be complimentary goods. Mobile phone accessories are considered to be complimentary goods for handsets. Accessories such as headphones, chargers, covers and other various accessories. For instance, if the price of the iPhones is increasing then not only the demand for the handsets will decrease but the demand for the accessories which can be used with it will also decrease. The same goes the other way if the prices of the accessories then the demand for the handsets will decrease. 
Taste and Preference of the Customers: There are number of items which can influence to change the taste and preference of an individual to purchase a good or service (Ramya et al., 2016). In simple words, it can be explained that some individuals prefer to consume certain products irrelevant to the factors like money so even if the price of the product increases it will not affect the demand for the product. For example, with the help of a celebrity company can endorse its new products which may increase the demand for the product. on the other hand, if research shows that the product can negatively impact the health of the user then it will reduce the demand for the product. 
If an individual prefers to use iPhone then irrelevant aspects of the demand for the product will not reduce. For instance, if a group of individuals like to use the handsets of Apple then even if the price of the mobile phones increases they will still want to purchase the handsets just because they prefer to use iPhone over Android handsets. The same goes the other way no matter how big the level of price decreases of the handsets of Apple if individuals prefer Android handsets they will not consider purchasing iPhones. Hence it can be said that the taste and preferences of the customers are directly aligned with the demand for a particular product or service. 
Consumer expectations: The expectation of an individual for the future can directly influence how much of a product a person is willing or is able to purchase irrelevant of the current price level of the product. For instance, if the consumer expects that the price level of the product will increase in the future then the customer will purchase the product irrelevant of the price. In the same context, if the price of the product is believed to fall in future then the customer try delay the purchase and purchase the product when the price is suitable for them to make the purchase. Hence this will increase the demand for the product in the recent period and vice versa. Overall, the expectation of the customer is one of the aspects which influence the demand for the product or service. 
Demographics: The number of consumers available in the market can affect the amount of a good or service that the customer is willing or able to purchase. In simple words, the number of consumers who will want to or are able to purchase the product determines on the demand is high or low for the product. For example, in a market, if there are huge numbers of customers who are willing to purchase the iPhones then the demand for the product will gradually rise and if the numbers of customers are less then it will reduce the demand for the product.


[bookmark: _Toc133302024]Factors influencing price elasticity of demand
Nature of the product: The elasticity of demand for a good is affected by its nature. The nature of the good can be differentiated into comfort, luxury or necessity for an individual. There is one more thing which needs to be kept in mind is that a particular product or service can be a necessity for a certain individual, comfort for another and luxury for a third. Luxury goods have a relatively higher elasticity of demand when compared to other natures of goods (Bochanczyk-Kupka, 2019). Meaning when the price level of the product either increases or decreases it experiences a drastic change in the percentage of the level of demand. For instance, iPhone is a luxury product so the elasticity is very high so a little change in the price level can drastically change the level of demand for the product. 
Availability of Substitutes: The price elasticity of demand for a good is relatively high when there are a large number of substitutes available in the market (Becker, 2017). Thus, the availability of a large number of close substitutes increases the sensitivity against the change in the level of price or higher rate of price elasticity of demand.  For instance, there is a large number of close substitutes available in the market for the iPhone such as Samsung and Huawei. This makes the rate of price elasticity of demand at a very high-level meaning even if there is a small change in the price level it can drastically change the demand for the product. 
Being a luxury product the product requires a good amount of income for the consumer, it is said that the latest model of iPhone goes up to 1599 US dollars. Not everyone has the available capital with them to purchase the product even if there is no change in the price level. An individual who is willing to or is able to will buy the product, so if there is an increase in the level of the price it will make people think twice before buying the product. This indicates that the demand for the product is relatively more elastic because even if there is a little change in the price level of the product it will drastically change the demand level for the product. 
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A pricing policy is considered the approach of the organisation to determining the price at which the service or product is offered by the organisation to the market (Toni et al., 2017). With the help of the pricing policies, the company make sure that it is able to earn a certain amount of profit and have the flexibility to price goods differently. It is necessary for the organisation to have a properly structured pricing policy so that it can make adjustments in the price quickly and take advantage of the strength of the product in one or many markets. 
There are various types of pricing policies:
Cost-based pricing policy: In this policy, calculates the average cost of production for a particular product or service and then accounts for the margin of profit which is desired by the organisation (Ten Kate, 2022). Cost-based pricing policy is considered to be a traditional approach to conducting business because it considered the costs of doing operations in an adjustable and straightforward manner. 
Value-based pricing policy: Some organisations are required to what the customers are willing to pay for the good. To determine what the price will be, the organisation will conduct research on the market on the preference of customers, offerings of competitors and market expectations. 
Demand-based pricing policy: Depending on the product consumer demand has different prosperities. Demand-based pricing policies maximise profit by responding to the carious behaviour of consumers found in the market (Shapiro et al., 2016). Some of the factors which determine the pricing level in the policy are inelastic demand, automated pricing and lack of competition. 
Competition-based pricing policy: Organisations usually this policy of competition-based pricing policy to respond to competitors charging for similar kinds of products. By implicating this policy the organisation considered the segment of the market it wants to target and the competitors from which it wants to compete with. Competition-based pricing policy is considered to be the most common and simple policy for determining the price. The policy is considered to be very accurate and far lesser risky compared to other policies since the organisation already understand what the customers are paying for. 
Overall the best policy which the organisation can practice is the competition-based pricing policy as it is very accurate and has a very low rate of risks. The company will also be able to assess its competition and its price at which the rival companies sell their products. 
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From the above-stated information one can understand the influence of demand and supply over the decision of the organisation. The report provides a brief assessment of how a decision can be influenced by the demand and supply of the products. It also assesses on how the demand and supply of the product of the chosen organisation are affected due to the influence of external factors and different types of pricing policies. 
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