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[bookmark: _Toc141135273]Introduction 
Domino's is a global network of pizza restaurants Established in Michigan in 1960. The multinational company has outlets in more than 83 countries and 5,701 cities throughout the world, including around 15,000 locations in the US, India, and the UK. Regional variations exist in the present menu, which offers a range of Italian-American main courses and sides, including pizza specialisation, and custom pizzas (Dominos.com, 2023). Domino's introduced gourmet pizzas, spaghetti, bread bowls, and oven-baked sandwiches in 2011. Additionally, there are side dishes with bread and chicken, drinks, and desserts on the menu. The business launched the Buffalo Chicken Kickers in 2002 as a bite-sized Buffalo chicken substitute. Domino's launched the Philly Cheese Steak Pizza in 2003, beginning a partnership with the National Cattlemen's Beef Association. With a thinner crust, cornmeal baked in, and bigger pieces, Domino's launched the Nyc Style Pizza in 2006. In order to compete with Subway's toasted submarine sandwiches, Domino's expanded into non-pizza food in 2008, providing oven-baked sandwiches in four different types (Pradhan, 2022). In 2010, Domino's made major adjustments to the dough, sauce, and cheese that went into its pizzas, changing its formula "from the crust up." Domino's launched pan pizza in 2012 and in 2013 it offered its first vegan pizza in Israel using a soy-based cheese alternative from VBites.
[bookmark: _Toc139666725][bookmark: _Toc141135274]Demand and Market Equilibrium Analysis 
Let's analyse how the various components of the demand and supply equation for Domino's work altogether.
[bookmark: _Toc139666726][bookmark: _Toc141135275]Price of Substitutes:
A substitute in economics is a good or service that a consumer perceives as being the same as or similar to another good. The demand for a given good or service will rise in response to a rise in the price of a substitute, and vice versa (Liu, 2012). Starbucks, McDonald's, Pizza Hut, Little Caesar's etc are viable competitors of Domino’s Pizza. If the price of substitutes decreases, domino’s demand might be impacted. Competition from cheaper alternatives might reduce demand for it among those who prioritise cost. If the price of competing products rises, however, Domino’s may become more appealing and see an uptick in demand. The availability and cost of alternatives have a significant impact on customer choices. According to conventional economic theory, consumer demand for a product fall as the price of available replacements drops (Moeller, 2011). This is so because customers now have more options to choose from, including cheaper ones. When demand for the Domino’s rises, it is because buyers see it as a better value than competing products, which might be negatively affected when the price rises.
[image: ]
[bookmark: _Toc141135287]Figure 1: Supply and demand curve when price of substitute changes
Source: (Carbaugh, 2022)
[bookmark: _Toc139666727]When the price of Pizza Hut (the substitute) rises, demand for Domino’s Pizza will rise because it will become comparably less expensive. As a result, changes in the prices of substitute goods have a direct impact on demand for a given commodity (Lus and Muriel, 2019).
[bookmark: _Toc141135276]Price of Complements:
Domino's Pizza comes with a variety of complimentary foods, such as chicken wings, spaghetti, bread bowls, oven-baked sandwiches, and more. If the cost of complements drops, more people will be able to enjoy Dominos because they can finally afford it. On the other hand, if the cost of complements goes up, consumers may be less likely to purchase Domino's pizza. Things that work well together are called "complementary," and they can be enjoyed together (Krugman, 2009). Decreases in the cost of complements tend to boost interest in the primary offering.
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[bookmark: _Toc141135288]Figure 2: Demand curve when price of complementary changes
Source: (Surbhi, 2021)
In the case of Domino’s, if the cost of add-ons like wedges and wings drops, it becomes more appealing for customers to buy the pizza along with these items, which might lead to increased demand for Domino’s.
[bookmark: _Toc139666728][bookmark: _Toc141135277]Consumer Income:
Consumers' disposable money is a major factor in the market. Increases in disposable income may boost Domino’s sales since more people will be able to purchase. On the other hand, if people's disposable income drops, they may be less likely to buy Domino’s in favour of meeting their basic needs (Gogoi, 2020). Domino’s sales may be dramatically affected by shifts in customer disposable income. Those with more disposable money may be more likely to spend on a luxury item like a pizza. Spending on luxuries like dining out or parties may be possible for shoppers with more money in their pockets. It follows that an increase in disposable income would result in a rise in Domino's pizza sales.
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[bookmark: _Toc141135289]Figure 3: Income elasticity of demand
Source: (Curtin, 2019)
To determine how changes in consumer income affect demand the income elasticity of demand is used. If there is income elasticity of demand for Domino’s Pizza, then a rise in consumer income would lead to an even greater increase in demand (Sze et al., 2017).
[bookmark: _Toc139666729][bookmark: _Toc141135278]Consumer Tastes and Preferences:
Domino’s sales are very sensitive to consumers' tastes and preferences. The need for certain flavours, crusts, or spices may rise or fall as customer tastes shift. For example, pizza’s with thin crust and vegan may have increased demand. Maintaining demand for Domino’s products depends on the company's ability to adapt to shifting consumer tastes through product development and advertising. Consumer preferences and tastes are arbitrary and susceptible to change (Besanko et al., 2009). Domino’s ability to understand and respond to these shifting tastes is important to its continued success. It is possible for Domino’s to increase demand for its products by catering to consumer tastes through the introduction of new flavours, spices, and quality improvements. For example, if more people start looking for vegan pizza with good taste, Domino’s decision to introduce vegan pizza will help to increase demand.
[bookmark: _Toc139666730][bookmark: _Toc141135279]Consumer Expectations of Price:
Customers' expectations about the pricing of Domino's Pizza in the future might influence demand for that product. If consumers delay visiting outlets in the hopes that prices would drop, demand can temporarily decline. In contrast, if customers expect a price increase or the addition of a new item on the menu, demand for Domino's pizza may temporarily rise. Consumer expectations have a significant impact on the current demand. If customers think the price will drop soon, customers may choose to postpone the purchase (Carbaugh, 2022). The expectation of future price reductions might reduce demand right now. However, customers could hurry to enjoy Domino's before the price increase. The customers' expected shortage or price shock may be to blame for the temporary rise in demand (Bouckaert and de Geest, 2013). These expectations are established in part by rumours, product release dates, and advertisements. The company's marketing and communication strategies may have an impact on consumers' expectations for Domino's future price.
[bookmark: _Toc139666731][bookmark: _Toc141135280]Demographics - Number of Consumers:
[bookmark: _Hlk141133038]The number of potential customers has a significant impact on demand as well. With the increase in global population and the emergence of new markets, Domino's potential market expands. However, if there are fewer potential consumers, demand may decline. Saturation in the market or demographic trends may be responsible for this. According to the size and growth of the consumer market, Domino's Pizza is in high demand. Prospective Domino's clients are increasing along with the global population. By emphasising on emerging markets and populations with growing spending power, Domino's has been actively boosting its market share. A surplus market, though, could hamper growth. In mature economies where a large portion of the population will not appreciate consuming restaurant meals growth could be hindered (Seo et al., 2014). Domino's may need to focus on market segmentation to keep or increase demand.
[bookmark: _Toc139666732][bookmark: _Toc141135281]Price Elasticity of Demand
[bookmark: _Toc139666733]The response of Domino's Pizza to and assessment of the variables influencing the price elasticity of demand, as well as the relative signs of the variables' elasticity or inelasticity, are covered here.
[bookmark: _Toc141135282]Substitution Effects (Luxury vs. Necessity):
Consumers might perceive Domino’s pizza as either a luxury or a necessity, depending on their own circumstances. While pizza in general has become a regular food item for modern forms of lifestyle, busy life, and easy to eat, Domino’s in particular has become synonymous with brand and reputation (Jain, 2015). Domino’s brand image may make consumers less willing to negotiate prices.
The demand for a product is less responsive to changes in price when consumers view it as a luxury item, as opposed to a basic one (Krugman, 2009). The unique taste, items, and reputation of the Domino’s may be more highly valued by customers who consider it a premium experience. Therefore, it may be less concerned about cost and more likely to pay Domino’s premium pricing. Therefore, the luxury factor indicates that Domino’s demand may be less elastic.
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[bookmark: _Toc141135290]Figure 4: Substitution effect
Source: (Surbhi, 2021)
[bookmark: _Toc139666734][bookmark: _Toc141135283]Income Effects (Percentage of Income):
A customer will spend a sizable amount of salary on pizza. The Domino’s has earned a reputation as a premium and tasty pizza brand. For people with lower earnings or who live in areas with lower average incomes, the cost of a pizza may therefore constitute a sizable amount of total disposable income. Demand is more flexible when a consumer is willing to spend a larger proportion of money on consumption. As a result, the market for Domino’s is sensitive to price fluctuations. When the price of Domino’s items go up, consumers with less discretionary income may be more price sensitive and choose for less expensive alternatives such as local pizza shop or eating at home and put off consumption (Pradhan, 2022). This suggests that Domino’s demand may be more elastic if the purchase constitutes a sizable proportion of income. Apart from that, the income elasticity of demand of Domino’s may differ amongst socioeconomic groups. People with higher incomes may be less affected by price fluctuations because of larger purchasing power, whereas those with lower incomes may be more price sensitive and have more elastic demand for Domino’s Pizza. It is possible that consumers will be able to weather price hikes without significantly altering their spending habits (Besanko et al., 2009). Therefore, the income level of the target market can affect the income factor's effect on the elasticity of demand for Domino’s. The demand for the Domino’s Pizza may be less elastic than other products when considering the luxury vs. necessity perception of the device. Those who consider the pizza a luxury item may be more prepared to spend a higher price at Domino’s because of its superior taste and brand reputation. The demand for Domino’s pizza will be more elastic at the time when income effects along with the proportion of money spent on pizza are taken into consideration. Consumers with lower disposable incomes are more likely to adjust their spending habits in response to price fluctuations (Bouckaert and de Geest, 2013).
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[bookmark: _Toc141135291]Figure 5: Income effects
Source: (Curtin, 2019)
It is important to keep in mind that a number of factors, some of which interact with one another, affect Domino’s pizza price elasticity of demand. The income element may imply elastic demand, while the luxury perception may indicate inelastic demand. The demand elasticity for Domino’s Pizza is affected by a number of factors, all of which must be taken into account for the whole picture. Demand elasticity can also vary between customer subsets, markets, and time periods, all of which must be taken into account (Besanko et al., 2009). The price sensitivity and demand elasticity of Domino’s can be further shaped by consumer preferences, taste, quality, and general economic conditions. Domino’s may better match customer wants and stay competitive in the restaurant market by taking demand elasticity into account when deciding on price strategies, market segmentation, and product differentiation (STAPP, 2021).
[bookmark: _Toc141135284]Recommendation
Barbell pricing— is the technique of simultaneously advertising menu items with high and cheap prices (Guo and Lai, 2018). It will help Domino's to be more popular by reaching out to both consumers who have been impacted by pricing and those who are not. The reasons behind this suggestion are as discussed below:
· As Domino's offers "Everyday value pricing" to serve a variety of customers. It provides a range of pricing alternatives, including package deals and customisation possibilities (ala carte). Work from home, pasta snacks, cheese bursts, family delights, and movie marathons are a few of these. Combo deals cater to family members, OTT viewers, and remote workers (Pradhan, 2022). These choices accommodate various tastes and preferences, delivering a varied and satisfying eating experience.
· In addition to location-based alternatives including online ordering, dine-in, train, and drive-n-pick, Dominos will be able to provide corporate savings to a limited group of businesses (Kumar et al., 2021). The business focuses on secure online shopping and long-distance Drive-N-Pick choices. Dominos further provides bulk discounts on more expensive pizzas. Higher dine-in rates at airports are part of regional pricing. IT experts who work late hours might take use of self-selection services. Dominos also provides time-based differentiation and product versioning, as well as holidays like Friday Freak-out, What's a Wednesday, and Monday Magic.
· By aiming for free delivery within 20 minutes and providing Everyday Value Meals, Cash backs, and cash points during transactions, the business has increased efficiency. Customers who are on low incomes can take advantage of regular discounts and specials from Domino’s (Pradhan, 2022). Through World Pizza League marketing, the company attracts in customers who once enjoyed pizza with friends in college, such as supporters of football.
· As pizza from Domino's costs more than those from Pizza Hut and other competitors which have identical selections of pizzas are available. But in comparison to Domino's pizza prices, those costs are less. This occurs as a result of Domino's Pizza's strong brand recognition and reputation for producing top-notch pizza (Kumar et al., 2021).
Domino's Pizza can boost demand by utilizing a new pricing strategy known as the "barbell" pricing model, which describes a pricing strategy that offers both affordable and expensive prices on the same menu in an effort to balance consumer demand (Sze et al., 2017). As pizza from Domino's can be both affordable and expensive. Domino's might try to shift its price range from cheap to high in an effort to appeal to a wide variety of customers. As a result, it will be able to provide a large variety of goods at various pricing points. The cheapest hand-tossed pizza with a crispy thin crust can be purchased for 5.99 pounds, while the priciest pizza (Brooklyn-style pizzas like spinach & feta, Wisconsin 6 Cheese, Honolulu Hawaiian, etc.) can be purchased for approximately 17.99 pounds (Dominos.com, 2023). Can also offer soft drinks, spaghetti, and other items with prices that are comparable to the value of pizza-related items.
[bookmark: _Toc141135285]Conclusion 
Domino's is a global pizza chain which serves a variety of sides, gourmet pizzas, and main entrees that are all Italian-American. The business now offers vegan, pan-pizza, and non-pizza meals. The demand for Domino's Pizza is influenced by substitutes, complements, disposable income, consumer tastes, and price expectations. The income elasticity of demand, brand image, and income effects also affect demand. Companies must adapt to these factors to maintain customer satisfaction. By adopting the "barbell" pricing strategy, which includes high and low prices for menu items, Domino's could increase in popularity. Both consumers who are affected by pricing and those who are not are catered to by this strategy. Domino's provides a range of choices, such as bundle discounts, business savings, volume discounts, and time-based distinction. Additionally, the business provides free delivery, Everyday Value Meals, cash backs, and cash points to draw in customers with limited incomes and keep consumers coming back.
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