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[bookmark: _r9p1wb8cwf68]Introduction 
The purpose of this assignment is to show the different types of economic aspects of a company. For this study the equilibrium market situation of a market, the demand, and supply of the products and services of a company, and other such aspects will be discussed in this report. For that reason, a company has to be chosen from the given list of companies. For this study, Tesco is chosen to be studied. The study also leads toward a market comparison of the products of the company to its competitors. This assignment will be divided into three parts for describing the factors of the given question. 
[bookmark: _89jcqklc94dt]Main body
The answers to the given factors are discussed below. 
[bookmark: _w9b1n11v0o0s]Describe the business
[bookmark: _9g6i1fjz240o]What is your chosen product?
In this study the product that is chosen to discuss different types of economic aspects is Tecso. The sector chosen for the study is the food retailing sector of this company. In the British economy, Tesco is one of the biggest retail companies and is also considered a multinational company. Because of this, it can be said that the sales of this company are also one of the biggest in the economy. In general terms, Tesco is one of the biggest general merchandise retailer companies, which has branches all over the world. The company is well known for its retailing sectors in food and non-food items all over the world. The company also has almost 27 percent of the market shares in the UK retail market, which makes it one of the big four. The company was incorporated in 1919 (Statista, 2023). The founder of the company was Jack Cohan. The company has a diversity of products in its sell list. One of the biggest of them is the retail sector of food items in the UK. The company has almost 8,000 products in the retail sector in food items (Tesco, 2023). The company is also trying to sell its food items at less prices than the market. 
[bookmark: _7tzlrfvighdu]Why did you choose it?
In this assignment, the retail sector of Tesco is chosen to be studied. It is because Tesco is one of the biggest food retailing companies in the UK economy. The company is also considered one of the big four companies in the UK retail sector., the company is also well known for selling its products at a lower price to their company (Plc, 2023). Because of that, it can be said that the company has a big amount of goodwill in this sector. The company also has a higher percentage of market share in this sector. 
[bookmark: _1edqt5z00z0u]Identify Demand and Market Equilibrium
[bookmark: _54yc3rstadlu]Definition of Market Equilibrium and use of it in Tesco
A condition of equilibrium can be seen in the market when the demand curve and supply curve of a product or service cross each other. In simpler terms, it can be said that the situation of the market equilibrium can be seen at the point where the demand and supply curves cross each other. In the position of the market equilibrium, the demand value and supply value of a product or service have an equal value. In a real market situation of an economy maintaining a perfect equilibrium situation is difficult. In some cases, it is impossible to achieve this point. From the discussion, it can be said that at the point of equilibrium, the quantity demanded of the product and the quantity supply of that product are both the same. 
The condition in the Tesco retail sector is created below.
	Market Equilibrium data set in Tesco

	Price (£)
	Demanded Quantity
	Supplied Quantity

	85
	6,000
	3,500

	105
	5,500
	3,850

	130
	5,000
	4,600

	155
	4,500
	5,700

	180
	3,700
	6,000


Table One: Market Equilibrium data set in Tesco
(Source: Own prepared, 2023)
This table shows the equilibrium market situation of the Tesco retail sector by using different types of data sets. This aspect can better be understood by the below-given graph.
[image: Chart]
Figure 1: Market Equilibrium data set in Tesco
(Source: Own prepared, 2023)
The market equilibrium situation in the Tesco food retail sector is described by using the graph. 
[bookmark: _wfoppbljkz4y]Demand influencing factors in Tesco's food retailing sector.
There are various kinds of factors that have a direct implant on the demand for the product of a company. This aspect is also the same for Tesco. Some of the aspects of this are discussed below.
a) Price of substitutes
The aspect of substitute products is the supplementary goods of the products and services that a company is selling. In a perfect market condition, there have to be different types of competitors, who are selling the same products as other companies (Dinarichter, 2022). Because of this, it can be said that the existence of substitute products directly impacts the demand for the original products of a company. Because of this, a market is full of compassion for every kind of company. A company has to set up its price level at a point, which can eliminate the sales of substitute products. 
In this the substitute for Tesco food and grocery sales is Walmart. It is also one of the biggest companies in the UK economy. The company also has a large number of sales of food items in their companies. This aspect can be understood by the below-given picture. 
[image: ]
Figure 2: Market sales in different sectors in Walmart
(Source: Ozbun, 2023)
From this picture, it can be said that Walmart has a large number of sales in their food and grocery items sales. 
b) Price of complements
These types of products are related to the main products of a company. In simpler terms, it can be said that complementary goods are the products that are linked with another product of a company. Because of this link, the price change in this type of item is directly implanted in the sales of the connected products of that item (Wall Street Mojo., 2022). From that, it can be said that the complementary products and their linked products are consumed at the same time. Some of the products are sugar, sauce, and other such items that are directly connected with the sales of the different types of products of a company in the retail sector. A decrease in the price of complementary products will increase the demand for this type of product as well as the linked products.  
This aspect can also be seen in Tesco's food item sales. The price change in the complementary products is discussed below.
	Price Change in complementary goods in Tesco

	Complementary goods list
	Price (£) in 2020
	Price (£) in 2022

	Heinz Spaghetti & Sausages
	1.25
	1.4

	Auntys Golden Syrup Puddings
	1.0
	1.5

	Skimmed Milk
	1.1
	1.15

	Chocolate White Sticks
	1.0
	1.2

	Pure Orange Juice
	3.0
	3.3

	Vanilla Cheesecake
	2.0
	3.25

	Rice Krispies
	2.5
	3.5

	Mini Meatballs
	2.85
	2.85

	Free Range Eggs 15 Pack
	2.0
	2.0

	Granulated Sugar
	0.69
	0.65


Table Two: Complementary goods price change in Tesco
(Source: Manchester Evening News, 2022)
From this table, it can be seen that the price changes in different types of supplementary food items in Tesco. This aspect can be understood by the below-given picture
[image: Chart]
Figure 3: Complementary goods price change in Tesco
(Source: Manchester Evening News, 2022)
From this, it can be seen that some of the complementary products have increased in the current year because of this the price of link items has decreased. 
c) Consumer Income
As for customer income, it also plays a vital role in the demand for the products. In other words, it can be said that the income level of the consumers in an economic system also plays a major role in the demand for products and services (Dinarichter, 2022). If the income level of the consumers is decreased then the demand level made by them is also decreased alongside it. 
This aspect is also the same for the company. An increasing amount of income of consumers also leads to a higher amount of sales for the company. This aspect is given below.
	Sales of Tesco
	2021
	2022

	Financial statistics (£m)
	£
	£

	UK & ROI
	48,848
	49,984

	Central Europe
	3,862
	3,862


Table Three: Sales change in Tesco
(Source: Tesco, 2023)
In this table, the sales in the UK increased in the company. From that, it can be said that the income level has increased in that country. This can be understood by the below-given figure.
[image: Chart]
Figure 4: Sales change in Tesco
(Source: Tesco, 2023)
d) Consumer tastes & preferences
The aspect of demand for the products and services of a company is highly dependent on consumer preference. In simpler terms, it can be said that the demand for products and services is dependent on customer choices (Shapiro, 1987). The aspect can be changed very rapidly. Because of this, companies have to study the consumer's tastes and preferences for attracting customers to the company. 
This aspect is also the same for the retail sector. Changes in customers' choices can also lead to a decrease in the sales of an item. Tesco is not an exception. They are selling a wide variety of products for matching the customer's tastes and preferences. 
e) Consumer expectations of price
Consumer expectation is also one of the important factors for the aspect of demand of a company. It means that customers are expected to have different types of aspects for their purchased products (Dinarichter, 2022). One of the most important expectations of that is the price expectation of the customers about a product. It means that the price of a product is expected by a consumer. However, this aspect is difficult for a company to track.
Tesco is not an exception to this aspect. They also have to predict this type of expectation to better serve their customers. For that reason, they are selling a high variety of substitute products in their company (How & what., 2023). 
f) Demographics
This aspect is all about the available number of consumers of a specific product or service of a company. In simpler terms, it can be said that this aspect is all about understanding the number of consumers of a product or service in a certain market (Dinarichter, 2022). The numbers of consumers directly impact the demand for the product or service of a company. Because of this reason a company always tries to increase the number of potential consumers of their product to increase the demand for the products (Heien and Pompelli, 1989). 
This aspect is also the same for Tesco. The aspect is discussed below.
[image: ]
Figure 5: Sales growth in Tesco in 2022
(Source: Statista, 2023)
From this figure, it can be said that the sales growth of the company is higher in 2022, compared to the last year (Statista, 2023). An increasing amount of sales growth indicates a higher number of customers in the company. 
[bookmark: _n34yymkuutqu]Indicate whether demand is more elastic or more inelastic
The aspects of this question are discussed below. 
[bookmark: _xnauub4rg2ow]Effects of income on the elastic price of the company.
In terms of economics, the aspect of the eclectic is all about the change in the economic variable item, which is the effect of the change in another economic variable aspect. In simpler terms, it can be said that the elastic situation in a market can happen when the economic variable aspect is changing due to another economic aspect (Corporate Finance Institute, 2023). The aspect of the elastic price is that a small amount of change in the price of a product has a heavy impact on the profitability of the product or service. In simpler terms, it can be said that price elasticity is the aspect of change in the demand and supply due to the change in the price of that product or service (Corporate Finance Institute, 2023). Income is one of the aspects, which is affecting the elastic price of the products and services of a company. In simpler terms, it can be said that the aspect of the change in income has a higher impact on the price of elastic for a product or service. It can also mean that the change in the spending level of the consumers directly impacts the demand for that product. Because of that, the elasticity of the price also changed. Because of that reason, it can be said that the income level can change the elasticity level of a product or service. 
The concept of elasticity applies to different kinds of luxury goods. In simpler terms, the effects of the elasticity of price change can only be seen in luxury products and services. Such as homes, furniture, and other such items. It is the decrease in the price level of this type of product that encourages consumers to purchase them in greater quantities. However, this aspect is not applying to the whole food retail sector of the UK. It is because the sector is considered a necessary product. The effects can be shown using some data sets. The created aspect of this is given below.
	Effects of change in income level in the UK retail market

	Year
	Primary Income level
	Changed Income Level

	2016
	15000
	18000

	2017
	17000
	20000

	2018
	20000
	23000

	2019
	21000
	25000

	2020
	24000
	28000


Table Four: Effects of change in income level in the UK retail market
(Source: Own Made, 2023)
[image: Chart]
Figure 6: Effects of change in income level in the UK retail market
(Source: Own Made, 2023)
From this table, it can be seen that the effects of the change in the income level on the electricity of the given sector. 
[bookmark: _3uad0q3rvt8s]Substitutes affect the elastic price of the company.
The effects of the existence of substitutes are also one of the matters, which can directly impact the demand for the elasticity of the product. In simpler terms, it can be said that the existence of substitutes for a product in a market can change the demand elasticity of that product or service in the market. If the substitute product price goes down than the original product then the demand for that product can go down in an economic market. Because of that reason, the existence of a close substitute can decrease the sales of the original product, which can be seen in the decreasing amount of sales value of that product. In a real economic market, various kinds of substitute products exist for an item. The price of that item directly affects the elasticity of that product of a company (Corporate Finance Institute, 2023). These effects can significantly be seen in the close substitute of a product or service, where a small change in the price of the substitute product has a great impact on the revenue of the other product. 
This aspect is also related to the sales of food products at Tesco. It is because various companies are selling those kinds of products at different price levels, which can be considered the substitute for the products of the company. These effects are discussed below.
	Revenue (in GBP Millions)
	2022
	2021
	2020
	2019
	2018

	Tesco PLC
	61,344
	57,887
	58,091
	63,911
	57,493

	Sainsbury
	29,895
	29,048
	28,993
	29,007
	28,459


Table Five: Demand change in products
(Source: The Wall Street Journal, 2023)
[image: Chart]
Figure 7: Demand change in products
(Source: The Wall Street Journal, 2023)
From this, the price change in the substrate products is shown in this given chart and table. 
[bookmark: _5v9s5wg59w2]Pricing strategies for the company.
Pricing policies are one of the important aspects of a business for increasing market shares by increasing sales. The process is done by choosing an effective pricing policy for making an effective price level for the products and services of a company. In simpler terms, the technique of pricing policies is the way to choose the way to share price levels for the products and services that a company is selling (Indeed, 2023). There are various types of ways to choose an effective method of charging the price of a product or service of a company. Such as premium pricing policies, penetration policies, skimming policies, bundle pricing, and other such pricing techniques. This aspect has to be chosen by a company for occurring a higher number of sales in their sector.
This aspect is also the same for Tesco. They also have to make different kinds of pricing strategies to effectively price their products and services. In this case, the company is using a cost leadership strategy for its primary pricing policy (How & What., 2023). With the help of this, they can maintain a lower price level than their competitors, without losing the quality of products.
This aspect can be understood by seeing their market shares. This aspect is given below.
[image: ]
Figure 8: Market shares of different companies in the UK
(Source: Kantar, 2023)
From this, it can be seen that Tesco is having a higher amount of market share. It can be said that it is a result of their pricing policies. 
[bookmark: _9bf5c0v880z2]Conclusion
As for the conclusion of this report, it can be said that different types of economic aspects of the retail sector of food are discussed. For this study the chosen to be studied was Tesco. In the first part of this report, the discussion about the company is done. In the second part of this report demand and market equalism situation of the company is discussed. In the last part of this report, it was discussed about the elasticity of the market. 
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