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[bookmark: _ipwlg1lx8nb3][bookmark: _Toc134445261]Introduction
The market forces and the various determinants of demand or market equilibrium determines the entire business and its operations. It is upon this groundwork of demand and the varied factors of it that influences the requirement of that very product among the customers. Not only this, the price of substitutes or compliments, the taste of the consumers and their income along with the other demographics also has a pivotal role to play towards influencing the demand of products or services. Thus, it can be said that determining if the demand is elastic or inelastic is a huge job for the businesses and so it has been for the leading company called Tesco. Drawn from this premise, this report will evaluate the various aforementioned forces with special reference to the fresh groceries section at Tesco to have a clear synopsis of the demand of it among the customers. 
[bookmark: _eaow4p4xf7i6][bookmark: _Toc134445262]1. Pick a business that you know something about or can find information on. Describe the business and its main product or service.
• What is your chosen product?
The company chosen for this project is Tesco which is accredited to be the leader of the retail world globally. Under this note, the product that has been taken into close consideration is the “Tesco Groceries that are the fresh vegetables or fruits” (Tesco, 2023). It is because this section of items has seen to have been affected majorly or significantly due to the vast changes in the market forces.
• Why did you choose it? (company’s history, description of its activities, the industry it operates in, types of services and products it produces, business environment it operates in, main markets and other aspects of company’s business profile.)
The main focus has been kept on Tesco's fresh groceries, fruits, and vegetables because of the significant impact that they have on the company's overall business profile and their importance to the customers they serve. Tesco is a multinational grocery retailer based in the UK and is the third-largest retailer in the world by gross revenue. Tesco has a long and rich history, dating back to 1919 when the company was founded by Jack Cohen as a market stall in London. The company has since grown to become a major player in the grocery retail industry, with operations in over 10 countries and a workforce of over 450,000 employees. One of the key activities of Tesco is its focus on providing a wide range of fresh groceries, including fruits and vegetables, to customers. Tesco's product range is diverse, including not only fresh groceries but also clothing, electronics, and financial services. The company's online sales have also been a significant area of growth in recent years, with Tesco's online sales in the UK increasing by over 77% in 2021 (The Guardian, 2021). This product range is a major part of the company's business profile and has helped to establish it as a leader in the grocery retail industry. Tesco operates in a highly competitive business environment, with other major players in the industry including Walmart, Aldi, and Lidl. The company has had to continually adapt its business strategy to remain competitive and meet the changing needs of its customers. One of the main markets that Tesco operates in is the UK, where it is the largest grocery retailer with a market share of over 27% (Statista, 2022a). In addition to its focus on fresh groceries, Tesco offers a wide range of products and services to customers, including clothing, electronics, and financial services. The company has also invested heavily in technology and digital innovation to provide a more seamless shopping experience for customers. Overall, Tesco's focus on providing high-quality fresh groceries, including fruits and vegetables, has been a major factor in its success in the highly competitive grocery retail industry. The company's long history, diverse product range, and focus on innovation have helped it to establish itself as a leader in the industry and a trusted brand for customers around the world.
[bookmark: _f73lxr8s8j8r][bookmark: _Toc134445263]2. 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 substitutes - What is a substitute for the product or service? Is the substitute's price
 increasing or decreasing? How does this affect demand for your product or service?
There are several potential replacements for Tesco's fresh produce, fruits, and grocery selections on the market. For instance, customers might decide to buy comparable goods at different grocery shops, nearby farmers financial markets, or even internet merchants. Several variables, including geography, seasonality, and general market conditions, can affect these alternative goods' availability and cost. Produce that is natural and produced locally has become more popular recently, which could take the place of Tesco's selection. These alternative items' costs may vary depending on demand and supply, transport expenditures, as well as production costs. The demand for organic and locally sourced goods may, however, continue to rise as more and more consumers place a premium on sustainability and ethical production methods, which could result in greater competition for Tesco's product line. Demand for Tesco's fresh produce, fruit, and grocery selection can be significantly impacted by the availability and cost of substitute goods. Tesco's offers may become more alluring to customers when the cost of alternatives rises. However, if substitute goods become more affordable, customers may switch to them and the demand for Tesco's goods may decline. Demand for Tesco's fresh produce, fruit, and grocery selection can also be influenced by consumer values and tastes. The demand for organic and locally sourced goods may continue to increase as more consumers place a higher value on sustainability and ethical production methods, making it increasingly crucial for Tesco to maintain its competitiveness in this market.
• Price of complements - What is a complement for the product or service? Is the complement's price increasing or decreasing? How does this affect demand for your product or service?
Products that are often consumed alongside fresh produce from Tesco's assortment of fruits, vegetables, and groceries. For instance, bread is frequently bought along with groceries, and cheese is frequently matched with fresh produce. The demand for Tesco's fresh produce, fruits, and grocery selection can also be influenced by the cost of related goods. The demand for the entire complementary product and the things it is partnered with may decline if the price of both items rises. On the other hand, if the cost of complementary goods falls, there may be a rise in demand for both goods. Products or services that are frequently consumed or utilised in conjunction with Tesco's offers are considered complements for Tesco's fresh produce, fruits, and grocery selections. For instance, cooking oils, spices, or sauces could be complimentary items to foodstuffs. As they can increase the customer's perception of convenience, complements can increase the demand for Tesco's fresh goods. The demand for Tesco's items can be negatively impacted if the cost of a complementary product rises.
• Consumer Income - Is consumer income increasing or decreasing? How does this affect
 demand for your product or service?
It has been observed that the UK's median household income climbed from 30,800 pounds in 2020 to 31,500 pounds in 2021 (ONS, 2022). The COVID-19 pandemic, however, is predicted to cause the median household income to fall to 29,900 Pounds in 2022 (IMF, 2021). The demand for Tesco's fresh produce, fruits, and grocery selections may be impacted by this decline in customer income. Consumers may choose cheaper options or spend less on non-essential products if their disposable income decreases. However, because fresh produce is regarded as a necessity, demand for Tesco's selection of fresh fruits, veggies, and groceries may continue to be fairly consistent. Additionally, Tesco's track record for providing high-quality goods at competitive rates may support continued demand throughout periods of economic uncertainty. Additionally, Tesco may decide to change their price approach to maintain their competitiveness in a difficult economic scenario. To entice consumers who are concerned about prices, they could provide additional offers or rebates. Instead, they might emphasise high-end products to appeal to customers who value quality above quantity. Overall, the relationship between consumer revenue and demand for Tesco's selection of fresh fruits, veggies, and groceries is complicated and depends on a number of variables.
Consumer tastes & preferences - How are consumer preferences changing? How does this affect demand for your product or service?
Consumer tastes are continually evolving in the UK, affected by things like ease, convenience, and health trends. More people are seeking out fresh, organic, and locally sourced produce as part of a growing trend towards healthy eating. The company has been expanding its collection of organic and locally produced produce to meet this need, which has influenced the demand for Tesco's fresh produce, fruits, and grocery line. Ethical considerations, such as animal welfare and environmental sustainability, also affect customer preferences. Tesco has reacted to this by promising to source what it sells in an environmentally friendly and accountable way and by promoting goods that adhere to ethical standards. Consumer preference is influenced by convenience as well, with many choosing the convenience of online grocery shopping and home delivery options. To accommodate this demand, Tesco has widened its delivery services, enabling customers to place orders for their fresh produce, fruits, and food items online to have them delivered right to their door.
Consumer expectations of price (of your product or service.) - Looking ahead, do consumers expect the price of your product or service to increase or decrease? How does this affect demand for your product or service?
Due to disruptions to the supply chain and strong demand in 2020 as a consequence of the global epidemic, costs soared. The price, nevertheless, have now stabilised during 2021 and are anticipated to significantly decline in the following year. Tesco's fresh goods may see an uptick in demand as UK shoppers anticipate lower costs for their items. Regular buys and bigger quantities of food, fruits, and vegetables may result from lower prices. In addition, in the event their tastes evolve towards a healthier way of life, customers may decide to give priority to good and wholesome food selections. The demand for Tesco's fresh produce, however, may also be influenced by other factors, including economic situations, consumer preferences and tastes, and competition from other grocery retailers. However, Tesco has a solid reputation for offering fresh produce of the highest calibre at competitive costs, which may provide them an advantage in satisfying the demands and preferences of UK consumers.
• Demographics - Number of Consumers (Buyers) - Is the number of buyers increasing or decreasing? How does this affect demand for your product or service?
[image: ]
Figure 1: Demand for Retail Goods
(Source: Statista, 2022b)
In the UK, more families purchased fresh groceries from stores in 2020, which according to observations, increased to 27.5 million (Statista, 2022b). This suggests that even while there may have been changes in the amount of people buying Tesco items over the last few years, the overall trend is still extremely stable as the number decreased significantly in the next year. Due to consumer demand for Tesco's products, a regular stream of consumers can increase both sales and profitability. It is also critical to keep in mind that a range of factors, like the general state of the market, customer preferences, and competition with other retailers, may impact demand for Tesco's products. Tesco, however, can build tailored marketing techniques to keep its current customers and possibly draw in new ones on the strength of a steady number of purchases. A steady flow of customers can also provide Tesco more assurance when it comes to supply chain and inventory management considerations.
[bookmark: _r2f68i23zus4][bookmark: _Toc134445264]3. For each of the factors that influence the Price Elasticity of Demand, describe how your main product or service is affected. Does the factor indicate demand is more elastic or more inelastic?
• Substitution Effects. Luxury vs. Necessity - From the consumers point of view is this a luxury or a necessity? Does this factor indicate demand is more elastic or more inelastic?
Fresh produce, fruits, and groceries are viewed as necessities by customers rather than as luxuries. These foods are a staple of our daily diet and are crucial to keeping us in good health. Therefore, despite having limited funds, people will still buy these goods. Due to the necessity of Tesco's fresh produce, fruits, and grocery selection, the demand is thought to be inelastic. The necessity for people to buy these things would persist even if their prices rose. Inelastic demand does not, however, preclude customers from reacting to price fluctuations in any way. Customers may search for less expensive options or cut back on their overall consumption, but they will still need to buy these products to satisfy their fundamental needs. Moreover, outside variables like the climate and the availability of seasonal products have an impact on the demand for Tesco's fresh produce, fruits, and grocery selection. These products' prices may fluctuate as a result, and customers may seek alternatives or change their consumption habits as a result.
Income effects. Percentage of income - Does the purchase of the good or service represent a large or small portion of the consumer's income? Does this factor indicate demand is more elastic or more inelastic?
An essential component in establishing the elasticity of demand for a product is the percentage of a consumer's income that is spent on that particular product. The demand for a product tends to be more elastic when it accounts for a significant amount of a consumer's income, which means that customers are more sensitive to price fluctuations. Fresh produce from Tesco's assortment of fruits, veggies, and groceries is often regarded as a necessity rather than a luxury. As a result, they are probably going to take up a sizable chunk of the consumer's money. Food and non-alcoholic beverages were found to account for roughly 10.5% of household spending in the UK (Gov, 2023). This shows that customers are more susceptible to price changes because a sizable percentage of their money is spent on these commodities, indicating that demand for Tesco's fresh produce, fruits, and grocery assortment ought to be more flexible. Buyers may reduce their need for these goods or move to choose less expensive products if the price of those products rises. On the other hand, since people feel more enticed to buy these items, a drop in price can result in an increase of interest for Tesco's fresh produce, fruits, and grocery selection.
• Given your analysis, what pricing policy should the business employ? Why?
According to the analysis, the demand for Tesco's fresh produce, fruits, and groceries is likely to be more inelastic if these items are viewed as necessities and take up a significant percentage of the consumer's money. This indicates that variations in price might not have a big impact on demand. In this situation, Tesco might take into account implementing a price strategy that strikes a balance between consumer affordability and profitability. The business could be able to slightly raise pricing without worrying about a significant decline in demand. However, the pricing plan should also include the level of competition and the prices of rival stores. In order to entice and keep customers, it's critical to maintain rivalry and provide reasonable costs. Tesco may also think about providing specials, discounts, or membership programmes to entice consumers and keep them coming back to the business. This might improve client loyalty and boost sales as a whole. In the end, the pricing strategy ought to be a strategic choice that takes into account both the needs of the customers and the financial objectives of the company.
[bookmark: _miekn2c223c][bookmark: _Toc134445265]Conclusion
In a nutshell, it can be said that the various factors named customer income, the taste or preference of it, cost of substitutes and complements have impacted the demand of the range of fresh groceries at Tesco. The report has provided a clear or concise insight into the point of view of the customers and the effect of income on the demand of this specific range of product. 
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