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[bookmark: _Toc89360805]1) Case Question 
[bookmark: _Toc89360806]a) Importance of international trade for PepsiCo 
As, PepsiCo is multinational organization runs its business across the world, international trade has significant importance on making organizational decision for PepsiCo. International trade helps PepsiCo to expand its market to the world and increase the revenue. Running business globally helps an organization to ensure the diversified workforce accumulating talents from different region, culture and country. Expanding the business to the worldwide increases the organizational reputations and so PepsiCo will be accepted to its stakeholders more than previous. Generating higher revenue will higher up the price of the share and so it helps to raise the organizational total value. International trade is important for PepsiCo to enlarge its market beyond the national border and creates value for the customers around the world.  
[bookmark: _Toc89360807]b) Explain an international marketing strategy that PepsiCo adopt with expand its market quickly 
An organization can follow different market entry strategy to enter international market. Acquisition, franchisee, exporting, company ownership, joint venture and starting new organization are the most common strategy to start a new business in the international market. If an organization has its own brand value and customers are known about the organization previously, it will be better decision to start new business following newly using the brand value. And so, it will be better for PepsiCo to start new business in international market starting its new branch to the respective market. Though organization will be made huge initial cost to start this new business, it will be successful within short time, as it has strong brand value and customers acceptance around the world. 


[bookmark: _Toc89360808]2) Demand 
[bookmark: _Toc89360809]a) Elasticity of Demand 
Elasticity of demand is an important classification of demand. The rest two classification of demand is inelastic and unitary. Changing demand will be elastic when the demand of the products will be changes following the changes of the price. To calculate the changing demand is elastic or not or unitary the following formula is used. 
[image: ]
Formula of Elasticity 
If the result gives result higher than 1, then changing demand will be elastic, if less than 1 it will be inelastic demand. If the result is absolute 1, it means the changing demand is unitary. 
[image: ]
Example of elasticity of Demand 
Product A, 
P1 £10			Q1 30 
P2 £8			Q2 50
Elasticity of Demand = [image: ]
			= 
			= -.25/-0.1111
			= 2.25 (Elastic)
Product B, 
P1 £10			Q1 50 
P2 £6			Q2 70
Elasticity of Demand = [image: ]
			= 
			=-0.16667/-0.4554
			= 1.1 (Elastic)


[bookmark: _Toc89360810]b) Affect of Consumer Protection Association issues on the supply and demand on bread 
CPA issues that particular brand is not good for health, the demand of the particular bread will be slow down and most of the consumers are UK is concern about their health. After raising this issue, the demand will fall significantly, as most of the consumers will switch to other brands or other products. As, all remaining factors are same, CPA issues will affect negatively to the consumer behaviour and so the demand will fall significantly. As, demand will fall supply will be slow down following the market. The supply will also fall to the market, the customers of buying this particular bread will be losing. There is a great possibility to fall the demand of the bread to zero and so supply will fall to zero as no customers will buy this product. 
[bookmark: _Toc89360811]3) Market 
[bookmark: _Toc89360812]a) Examine the market failure 
Market failure refers to an economic term that defined the market as failure when its operations don’t run efficiently. A free market will be failed when the distribution of goods and services won’t be efficient. Failure market is controlled by an individual or a group of people and they fix the price and supply of the product following the demand to meet their specific interest.  It destroys the proper characteristics of the free market. When monopoly market uses their power abuse, market fails. When whole market is controlled by individual group, then market fails. Unethical competition in the market causes to market failure. 
[bookmark: _Toc89360813]b) Four factors may contribute on market failure 
Monopoly Market: Excessive power of used by monopoly market, destroys the characteristics of the free market and so it will cause to fail the free market, as product distribution is hampered by the decision of the seller of monopoly market. 
Syndicate: If the market is controlled by a group of people, they control over the market and maintain the price of the products and supply. Their influence causes the market failure. 
Government Influence: Sometimes government influences on taxes, duties and other cost to the producer that may affect on the market and so the free market falls to maintain its normal operations. 
Imperfect Market: Imperfect market cause to fail the market, as the supply and demand of the products is unstable. If a market creates monopoly, duopoly, and free market, it may fail to run the market with invisible hand. 
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