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[bookmark: _Toc124110048]Introduction 
Management economics is that branch of the economics where the economical methods are used in taking decisions by the management. In this report, the economical concepts and their effects on the demand of the Samsung mobile handset will be studied. The history of Samsung Electronics will be studied. This will be checked in the report that how the market equilibrium of Samsung mobile phones will be set. Also, the factors that affects the demand of the of the Samsung products will be discussed. Beside these, the concept of the price elasticity on the demand of Samsung mobile phones will be discussed. Based on the analysis of the report the pricing policy would also be suggested. 
1. [bookmark: _Toc124110049]Overview of the business and Main Products
Samsung Electronic Co., Ltd. was established on January 13, 1969 by Lee Byung-Chull as a subsidiary company of the Samsung Group. Its registered headquarter is in Suwon-si, South Korea. After incorporation it offered its IPO on June 11, 1975 (Samsung Electronics Business Report, 2021). 
The Company is a global company with its headquarter in South Korea and 228 subsidiaries across the world. It has 9 regional HQs for the IM and CE Divisions and 5 regional HQs for the Harman division’s subsidiaries and DS Division. 
The company is working in around 74 countries with around 266673 employees. The total revenue of the company was noted KRW 279.6 trillion, operating profit KRW 51.6 trillion and a net profit of KRW 39.9 trillion (Samsung.com, 2023).

The company has divided its business into divisions. These are Consumer Electronics (CE), Device Solution (DS), Harman International Industries, Inc. and its subsidiaries (Harman) and Information Technology and Mobile Communication (IM).
The key products of Samsung Electronics has been divided in each division as given below.
The consumer electronics division contains the products like TVs, washing machines, refrigerators, monitors, air conditioners, etc. The core product in this division of the company is TV which has helped company in making the company world leader in this product segment. 
The key products of the DS division are DRAM, NAND flash, OLED panels for smartphones, mobile AP’s, etc. The main product of the segment of the division is the semiconductor chips. 
The Harman division produces automotive electronics components like Digital cockpits, speakers, telematics etc. 
The next division is IM  whose key products are computers, network systems, HHP’s, mobile phones etc. The main product of this division is mobile handset (Samsung Electronics Business Report, 2021).
The chosen product would be the mobile handsets. This is because the Samsung is one of the most well known brand among mobile phone industry globally. The mobile product is such a product which covers a huge range of the customers from low level income to high level income. 
[bookmark: _Toc124110050]2. Demand and Market Equilibrium 
The demand is the desire and ability of a consumer to buy product or services. Here, in this case the desire of purchasing the Samsung mobile phone of the consumers and they are able and ready to pay for it would be considered as demand.
Market equilibrium is the situation when at a particular price the quantity demanded of a product is exactly equal to the quantity supplied of a product (Samiksha Paria, 2022).

[image: ]
Figure 1: Market Equilibrium (Source: Boyce, 2022)
As the figure 1 is showing that the at price P1 thee market is ready to purchase the quantity Q and thee also the supplier is ready to supply the same quantity. The point where the at the given price the demand curve and the supply curve intersect each other is the point of market equilibrium (Boyce, 2022).
For example, The Samsung has a target of 270 million smartphones in the year 2023. If the quantity demanded of the smartphones matched exactly to 279 million units then it would be a market equilibrium (SamMobile and Asif Iqbal Shaik, 2022). 
[bookmark: _Toc124110051]Factors Affecting the Demand the of the Samsung Mobile Phones 
[bookmark: _Toc124110052]Price of substitute goods 
The meaning of substitute goods is the similarity of a product to the one product. Such as in todays world mobile phones can be substituted with the tablets. As the tablets are having almost same functions which a smartphone is having. If the prices of smartphones go up then the demand of the tablets may increase and the demand of the smartphones may fall. Here, in this case, a peer company may also be the substitute of the Samsung products. As they also are selling the smartphones. Let’s say a peer company like Xiaomi is selling the same quality of smartphones as the Samsung. If the peer company is reduces the prices of its same segment’s' smartphones then it can reduce the prices of the Samsung smartphones. And opposite of this, if the prices of the Xiaomi increases then this can help the Samsung in increasing the demand of its smartphones. It even might help the company in achieving its target and setting the market equilibrium.
[bookmark: _Toc124110053]Price of Complements 
Complementary goods are those goods which are used together with each other. In other words, it can be said that using of two different products collectively. Without the one other can not be used. The relationship of the complementary goods with other is negative. The prices of one effects the demand of the other. Complementary goods can be of two types. One can be a strong complementary goods while other can be a weak complementary goods. The strong one has high response in relation to each other. It means if the prices of one product increases in less amount still the demand of the other decreases huge. While the weak complementary goods responses very low to increase or decrease in the price of a complementary goods (Boyce, 2021).
Here, in the case of the mobile phones, chargers are the complementary goods. In this ever changing technological world most of the companies are giving chargers, headphones and other accessories separate. Currently Samsung and other companies are providing the wireless chargers which in future they might provide separate from the Mobile phone and consumers will have to buy those separately. On that time, if consumers have to purchase the chargers separately and the prices of the chargers increases then the consumer will reduce the demand of the mobile phones and will look for other options. Opposite of this, if the prices decreases then the consumers show their interest in purchasing the mobile phones of the Samsung.
[bookmark: _Toc124110054]Consumer Income 
The income of the consumer affects a lot the demand of the goods and services. If the income of the consumers increases then the demand increases and opposite of this, if the income of the consumers decreases then the demand of the products also decreases. Income of the consumer and the quantity demanded has a direct relation (thebalancemoney, 2021). In this the demand for the normal goods increases with the increase in the income of the consumer while demand for the inferior goods decreases with the increase in the income of the consumers.
There is huge income inequality in the world and it is growing faster. Some of the countries and places are having high income while others are having low income. If this income of the consumers world wide increases specifically in the countries where Samsung is operating then, the demand of the mobile product of the Samsung will be increased. But reverse of this, if the income decreases of the same consumers then the demand of the Samsung product will decrease (thebalancemoney, 2021).
[bookmark: _Toc124110055]Consumer taste and Preferences 
The demand of any goods or services gets affected by the taste and preferences of the consumer. If the taste and preferences of the consumer increases towards the products of the Samsung then no matter what is the price of the Samsung product or what is the prices of other peer company’s products the consumer will go with the products of the Samsung mobile phones. While the reverse of this, if the preferences and taste of the consumer shifts towards the other brand lets say a consumer wants to buy the products only of the Apple company then no matter the quality and prices of the Samsung mobile phones, consumer will buy only the products of the Apple company (Free Essays, 2019).

[bookmark: _Toc124110056]Consumer Expectation of the prices 
This factors also affects the demand of the products. If a consumer expects that the prices of the goods are likely to increases in the near future then they stop buying or reduce the demand of current in present. While opposite of this, if the consumers finds that the prices of the products are likely to increase in future then they will increase their current demand of the products (VARGHESE, 2021). 
For example, On the time of Christmas or new year Samsung gives offer and provide heavy discounts to its customers on its mobile phone handsets. The people would already know that the prices of the product of Samsung they want to buy are going to decrease in near future then they will stop their demand at present. In this way, this becomes the reason of the reduced demand in the months of October and November.
While at the times of the Christmas and new year when the prices of the products are down and the customers know that once the occasion passes the price of the products is going to rise again and no sooner these are going to recued. Then the demand of the products of the Samsung will increase in December month at the time of Christmas and new year.
[bookmark: _Toc124110057]Demographics 
The number of the people affects the demand of any product or services. If the number of the buyers increases in any country or any area then this increases the demand of the products or services and reverse of this, if the number of the population decreases then this decreases the demand of the products (Picornell et al., 2018).
As the population of the world increasing at a rapid pace this means that the number of consumers are also increasing. Also, the people migrate from one place to other. If the population of those countries where the Samsung is operating increases due any of such reasons then the demand of the Samsung mobile phones will increase in that country or that region. If the population of the consumer decreases then then the demand of the product will also reduce.


[bookmark: _Toc124110058]3.Price Elasticity of Demand for Samsung phones
The concept of degree of change in the quantity demanded due to some degree of change in prices of a good or service is known as the price elasticity of demand. This can be found by dividing the % change in demand by the % change in price (Ashish Kumar Srivastav, 2019). 
e(p) = [(Q1 – Q0) / (Q1 + Q0)] / [(P1 – P0)/(P1 + P0)]
e(p) = Price elasticity of demand 
Q1 = Final quantity demanded 
Q0 = Quantity demanded initially 
P1 = Final price 
P0 = Initial price of the product.
Based on the fluctuation which occurs in quantity demanded due to change in price, the price elasticity can be termed as Elastic, Inelastic and Unitary elastic.
[bookmark: _Toc124110059]Elastic Demand 
In this type of demand the fluctuation is higher in quantity demanded in comparison a degree of change in the prices. A change in demand can be said elastic if the price elasticity of demand  is greater than 1. For example, if the price of a Samsung phones change only 10% but changes in the quantity demanded occurs around 40%. Here, when the 40% is divided by the 10% then the price elasticity of the demand for the specific product or service is 4. It can be called an elastic demand (Ashish Kumar Srivastav, 2019).
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Figure 2: Inelastic Demand (Source : Iastate.edu, 2020)

[bookmark: _Toc124110060]Inelastic Demand 
An inelastic demand is that when the fluctuation in quantity demanded is lower in comparison of change in prices. An inelastic demand can be defined as when the price elasticity of demand is lower than 1. For example, if the prices of the Samsung product decrease up to 20% but the quantity demanded increases only 10%. This fluctuation shows a variation of 0.5 which is lower than 1. Then this demand can be defined as inelastic demand (Ashish Kumar Srivastav, 2019). As this can be further understood by the figure 2.
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Figure 3: Inelastic Demand (Source : Iastate.edu, 2020)

[bookmark: _Toc124110061]Unitary Elastic
When the percentage change in the quantity demanded matches the percentage change in prices then that is the unitary demand. When this fluctuation is exactly equals to 1 then it can be said the demand is the elastic for that product or services. For example, if the prices of a Samsung handsets changes 10% and the quantity demanded also changes to 10% only. The price elasticity of that product or services would be 1 that mean the demand is unitary elastic (Ashish Kumar Srivastav, 2019).
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Figure 4: Unitary Elastic Demand (Source : Iastate.edu, 2020)	

[bookmark: _Toc124110062]Substitution Effect
As the Samsung electronics has the availability of thee substitutes because it is working in perfectly competitive market and this affects its demand globally. The companies like Apple, techno, Nokia, HTC, Motorola, Xiaomi, etc. affects the sales of Samsung very much. The companies are giving almost same type of smartphones with almost same features then in case of increase in demand might effect in higher way the demand of the Samsung phones. It means thee phones of other brands are very substitutable then, the price elasticity of the Samsung phones will be positive elastic (Slaba, 2019). 

[bookmark: _Toc124110063]Luxury Vs Necessity goods
A luxury good is the one which is not necessary to have, it means without that a consumer can sustain. These are the items which actually ease the life of the consumer but these are not necessary to live or to survive in today’s life. If the income of the consumer increase then he purchases the luxury goods. If Income is low then he can avoid purchasing that. While necessity goods, which a consumer purchases at all cost irrespective of their level of income or wealth (Moneycrashers, 2021). 
In today’s world of technology where everything has gone online whether it is purchasing of grocery or education or health advices from doctors. The smartphones has become thee necessity of life. Almost every one is having mobile phones. It just can be that if financial condition of someone is not supporting the purchasing of the luxury mobile phones still they would buy less luxury ones as it is necessity of today’s lifestyle. 
Samsung is producing both kind of mobile phones, the luxury ones and the less luxury ones. Today want to upgrade their lifestyle, so if they find any chance of low prices in Samsung’s luxury phones segment then people would buy more mobile phones as the prices falls down. So price elasticity for Samsung luxury segment would be either elastic or unitary elastic.
While the demand for the less luxury products of the Samsung which people purchases as the necessity would be less elastic. This is because, people would only buy only when they require irrespective of the prices of the product.
Although overall the mobile phones comes under the luxury goods categories, so 
[bookmark: _Toc124110064]Income Effects on Price Elasticity 
The change in income of the consumers affects the demand of the products. If the income of the consumers increases then the demand for the product of Samsung electronics might increase. As it already has discussed above that the mobile phones comes under the category of the luxury items. And the elasticity of luxury items is positive elastic. 
As it already have been seen in the past that with the increase in income of the consumers the high demand has been noticed in the products of Samsung. This shows a positive elastic demand of the phones. People want to buy the products of the Samsung as it provides quality too. So when the income of the consumers increase then the demand for Samsung mobile phones also increase.


[bookmark: _Toc124110065]Pricing policy 
Geographical pricing policy
Based on the analysis of the report and the Samsung electronics co. ltd. the geographical pricing policy should be adopted by the Samsung Company. As the company is working more than 70 countries where the location and income of the consumers different from each other. So the company can choose the above suggested policy so that it can face the competition of the market as well as can recover its costs (Tien, et. al., 2019). 
In this policy, thee areas which are at distant then the transport cost for these areas will be high so there the company must also look the income of the consumer of that area, so that it not recover its costs but also can enjoy profit and growth. 



[bookmark: _Toc124110066]Conclusion 
It has been observed that Samsung is a digital industry leader with a clear vision and objective, as shown by the company's analysis. The firm's goods have high income elasticity of demand and price elasticity of supply since they are sold in a completely competitive market. Apple, Dell, Nokia, Lenovo, Toshiba, Lenovo, and LG are among Samsung's most formidable rivals. It also has been noticed that in this competitive market various factors like income of consumer, price of complement and substitute goods, consumer expectations related to prices, etc. are there which affects the demand of Samsung products. Price elasticity showed that the Samsung mobile phones are providing the comfort and easing the life of the consumers and comes under the luxury category items.
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