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Question no. 1
(A)*
International trade is very important to PepsiCo as it wants to expand its business globally in addition to the United States in the domestic market.
 Customers are based in the United States, so
1 to enter the international market. Regional Regional Situation
2. Regional Preference
3. Regional Income and Expenditure Style
 As PepsiCo expands, it will expand its trade in Africa, Asia and European countries. It is sold in more than 200 countries and operates in more than 40 countries.
 Without international trade and business,
 companies would not have been able to make large sales. It is  international trade that allows businesses to grow, create
 jobs both locally and globally, and allow customers to enjoy different types of products.

The company sells four products, 36% of  which are beverage products. India, Pakistan, Vietnam, Thailand, etc. are the major international markets. Therefore, international trade can be described as the lifeline of PepsiCo's annual growth.

(B)*
There are four international strategy multinationals like PepsiCo chooses as we know.

They are-

1. International

2. Multi domestic

3. Global

4. Transnational


PepsiCo should adapt a transnational strategy.

Generally when a company uses this strategy, they try to find a middle ground between a multidomestic strategy and a global strategy. That means they try to find a balance for lower cost and efficiency with the need to adjust local preferences within various countries. For example, In India, states where weather is hot and extreme, PepsiCo can grab the market whereas it has less opportunities in those states which are not that extreme in terms of weather.




Question no. 2
(A)*

Elasticity means that the quantity  of products in demand changes significantly when other economic factors such as price or income change. When the price  of a good (or another economic factor) fluctuates and the demand for this good changes significantly,  the good or product is called a demand elastic product. An example of a
 elastic product is a luxury car such as Mercedes-Benz.
 This brand is so expensive that if someone buys it, it generally makes up the majority of their income. Therefore, if the price soars, you may not be interested in buying a Mercedes. He can look for other options.
 Another example of the demand for elastic commodities is grain. For example, if you buy one type of grain and the price of that brand rises significantly, you can look for another alternative and switch to another brand.

(B)*
What will happen to demand:

As other factors remain unchanged, the demand for that bread will gradually decrease over time.


As the brand is sold in almost all supermarkets in the UK, it means it is quite popular and commonly used by the people. So when they know that this very brand can cause them health hazards, they will panic and will try to switch their bread preference to some other brand within the same price range.



What will happen to supply:


As other factors remain unchanged, as the demand of that bread will be lower, the production will also be less from the supply side.

As customers will buy less bread than before, they demand will be less, so the production will also be less.


As a result, the price of that bread will be less than before. The quantity demanded of that bread will also decrease likewisely.




Question no. 3
(A)*

Market failures:
Market failure is a situation when in the market, inefficient and ineffective distribution of goods and services prevail in the market.

We assume every human is perfect and makes the most rational decision for himself. But in reality, we, as human beings, make many irrational decisions in our day to day's lives. As a result, some decisions can be considered wrong as a group which can lead to a situation where the market cannot operate fully and efficiently. The supply doesn’t match with the quantity demanded and as a result, the market fails.

But market failure doesn’t always happen due to individual decision making. Sometimes, special interest-seeking business people or government employees can also lead to market failure.

                 (B)*
Four factors of Market Failure:
The four types of market failures are-

1. Public goods
2. Market control
3. Externalities
4. Imperfect information.

1. Public goods: Public goods are provided by the government and used by the general public. They have two characteristics: 1. They are not consumables 2. They have non-competitive properties. In the case of
 defense, the military is paid by the government and provides services dedicated to the general public. Here, consumption by someone else does not cause opportunity cost  and non-payers cannot be excluded from consumption. As a result, the market distributes production and consumption inefficiently, leading to market failure.

2. Market control: Market control exists when the buyer or customer has the opportunity to  influence  the price of a product. Ultimately, the ability to manage market prices prevents the  market from equating offer prices with offer prices.
 Market control from the supplier occurs when the supplier or producer of the good decides the price according to his will and the customer is obliged to purchase at that price. Monopoly is a common example of market management on the supplier side.
 Market control from the demand side occurs when the customer or buyer is free to set the price. Monopsony is a common example of demand-side market management with a single buyer in the market.



3. Externalities: There are two types of externalities. 1. Negative externalities 2. Positive externalities
 Generally, negative externalities occur when the profit of the product is not included in the selling price or the cost is not included in the selling price.
 A common example of externalities is pollution. Environmental prices are usually not taken into account when setting up an industrial factory. This can adversely affect location, the environment, and many other factors. This is also the reason why the market is not fully functional.

4. Imperfect information: As customers, many
  people do not always have access to the correct market information. This leads to wrong decisions and choices. This means that the customer is more or less willing to pay  for merchandise
 because they do not know the actual usage of this merchandise.
 Sometimes the seller has better information about the item than the buyer. This makes it easy for buyers to easily sell defective or low-utility products that they are willing to pay. This leads to a balance between price and supply.
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