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Introduction
This paper is gives an understanding on Ikea UK and its products, in which we will analyze the demand for, and the elasticity of price of, the company's flagship product or service. We will discuss the company and its primary product, as well as market equilibrium, demand as well as its determinants like substitute and complementary product prices, income of customers, consumer taste and preference, consumer price expectations, and demographics. We'll also talk about what factors, like substitution and income, influence the elasticity of price of demand. Finally, we will propose a pricing strategy after considering all of these factors.


Ikea UK and Its Product
The IKEA store in the United Kingdom is a part of the IKEA Group, which is a conglomerate of IKEA stores that was founded in 1943 in Sweden. The company's primary product offerings consist of furniture, home furnishings, and decor items for every room in the house, in addition to lighting, textiles, kitchen supplies, and other similar items. These products can be found in the business's physical locations. The foundation of IKEA's business model is the provision of goods that are competitively priced, manufactured in an environmentally responsible manner, and imaginatively conceived.
One of the most well-known and widely purchased products sold at IKEA is the Billy bookcase. Since its introduction in 1979, the Billy bookcase has been one of the most popular items in the IKEA catalogue. This product offers a wide range of varieties as the customers can have this product in different types of shapes, sizes as they want. The materials used here are also of different types. This product is selected for this task as this is one of the best product of the company and carries significance in case of their bottom line to produce revenues. This product can be termed as one of the best selling product of the company and it presents the efficiency to offer quality design and products with dedication. Therefore this product is selected for this task.
IKEA is working to produce and offer latest furniture at an affordable price ensuring environmental sustainability. They try to offer creative and innovative products. This, along with sustainability practices, ensure meeting fulfillment of customers' needs and demands. The selected product is one of the best examples of IKEA's product bearing these attributes creativity, innovation and eco-friendliness. 

Demand and Market Equilibrum
Substitute Price 
The bookcase available there is just one illustration of such an alternate. You can find this bookcase in many different shops all over the globe. It's possible that Target's bookcase will be priced slightly higher than Billy's bookcase, but other than that, the two are identical. Because of the large price gap between the two bookcases, more customers may opt to buy the Billy bookcase if Target keeps increasing the costs of the product (Braman, 2016). If, on the other hand, the bookcase sold at Target were to drop in price, more customers might opt to buy that product as opposed compared to the Billy bookcase because of the price disparity between the two. Currently, IKEA UK's bestselling product is the Billy bookcase. However, if competitors' prices rise, Billy's sales could fall.
Complement Price 
The Billy bookcase is the most popular item sold by IKEA UK, and the store carries a wide selection of complementary accessories, like picture frames, to complement this staple product. Customers may be put off from buying the selected product whether they come across out that the expensive optional extras needed to finish the set will prevent them from spending their budgeted amount (Diamond, 2014). If, on the other hand, the cost of these additional items was brought down, then a greater number of people would be able to afford to buy a Billy bookcase. Because of this, there would almost certainly be a rise in customer interest in purchasing the product. At this point in time, it is unknown how much of an overall impact the price of accessories can have on sales of IKEA UK's best-selling product, which is the Billy bookcase.
Consumer Income 
Spending power of the typical consumer: If people have more money in their pockets, they are more likely to purchase furniture from IKEA UK, specifically the Billy bookcase, which is the company's flagship product. This is because the Billy bookcase is affordable and stylish. On the other hand, if people's incomes are going down, it's possible that they will have less money available to spend on luxuries like the Billy bookcase. This is because people's spending power will decrease as their incomes fall. It's possible that the fact that IKEA makes an effort to make its wares affordable to customers with varying levels of income helps to mitigate the negative impact that shifts in the economy have on the company's overall sales (Leung et al., 2014). This is for the reason that IKEA strives to make its products accessible to buyers from a wide range of socioeconomic backgrounds. The reality that the business has market-competitive prices and an outstanding value proposition, however, could help ease the blow.
Consumer Taste and Preferences 
Although the selected product is IKEA's most popular item in the UK, the bookcase's popularity is highly unpredictable because it is directly tied to the preferences of customers in that country. Depending on the preferences of customers, there is a possibility that customer demand regarding the selected product can either rise or decrease. There is a good chance that this product will be successful in the marketplace due to the current trend toward minimalist furniture (Duarte and Lima, 2012). However, should there is a fashion toward purchasing far more costly or landscape design pieces of furniture, earnings from the selected product  could decline as a result of this shift in consumer preference. In order to stay ahead of the competition and cater to the ever-changing wants and needs of its customers, IKEA UK must have a firm grasp on these shifting tastes and adapt its product offerings accordingly. This is required in order for the company to maintain a competitive advantage over its rivals and fulfil the ever-evolving requirements and preferences of its clientele.
Price Expectations of Consumers 
Consumers' expectations regarding the likelihood of future price changes: If people believe the price of the Billy bookcase will increase in the not-too-distant future, they may feel more compelled to purchase it now before the price increase becomes effective, which could result in an increase in sales in the short run. On the other hand, if customers believe that prices will drop in the not-too-distant future, they might delay making purchases until the new prices, which are lower, go into effect. This would lead to a decline in demand during the early stages of pregnancy (Flaschel, 2010). The level of competition that exists in a market, the condition of the economy, and even advertising can all have an effect on the prices that consumers anticipate paying for goods and services. As a consequence of this, it is absolutely essential for IKEA UK to keep a close eye on what its customers want and to adjust its pricing strategies. 

Demographics
[image: ]There are a number of factors that can have an effect on the total number of people who are interested in purchasing the Billy bookcase, which is the flagship product that is sold by IKEA UK. These factors include age, income, and location. Because it provides both aesthetic appeal and usable storage space, for instance, the Billy bookcase is an excellent selection for those who are working with a limited budget or who are just getting their feet wet in the world of bookselling (Sohn and Romal, 2015). This is because the Billy bookcase offers both the aesthetic appeal and the usable storage space. It is imperative that the company update both its marketing strategies and the products that it provides in order to remain competitive as the clientele of the company goes through shifts in demographics and preferences for purchases over time.
Figure: Demand and Market Equilibrium
Source: (Sohn and Romal, 2015)

[bookmark: _Toc134264563]Price Eleasticity Demand
Substitution Effects: Luxury vs. Necessity
Customers have a tendency to switch to an alternative version of a product or service whenever the price of that good or service exceeds a limit that has been predetermined, even if that alternative version is functionally equivalent but sells for a lower price. Customers might look elsewhere for a product that meets their needs or choose an entirely different method of storage if the price of the Billy bookcase, which is one of the most popular products sold by IKEA UK, were to go up. A product's demand is said to have a higher degree of elastic demand when consumers are willing to respond to changes in price by purchasing a different product in the same market (Anderson et al., 2017). Demand for products that have fewer alternatives to choose from tends to be less elastic because customers have fewer options to pick and choose from.The degree to which a good or service is regarded as a luxury as opposed to a necessity is another factor that can have an impact on the price elasticity of demand for that good or service. On the other hand, things that are considered luxuries are not typically required for basic survival and wellbeing. They are, on the contrary, seen as welcome extras. However, basic needs must be met before any of these objectives can be achieved. As the price of everything goes up, consumers will naturally cut back on their spending on extraneous items like luxuries in order to maintain their standard of living. However, people will keep going to buy necessities despite price increases, so demand for these items is less price sensitive. The Billy bookcase may be seen as neither an absolute necessity nor a luxuary addition to your home (Babbel, 2015). This suggests that the degree of price responsiveness of demand with regard to Billy bookcase is likely to be moderate. This is because a significant increase in price may cause some customers to look elsewhere, [image: ]while an increase of a smaller amount may be accepted by others. 

Figure: Price Elasticity of Demand 
Source: (Andreyeva et al., 2010)

The degree of elasticity of demand can also be affected by the proportion of a consumer's disposable income that goes toward purchasing a good or service. Customers may be more sensitive to price raises on products they already spend a large portion of their income on if that product's cost goes up. However, if the price of the product or service in controversy is relatively insignificant relative to the customer's total discretionary spending, they may be fewer responsive to price changes. This is because a smaller percentage of customers' total disposable income is spent on the product or service in question. The demand for the Billy bookcase is less sensitive to changes in the prices of goods that are in direct competition with it because the bookcase is sold at a price that is relatively low. This is because customers are less likely to reduce their purchases of a product even if the price of that product increases only slightly if the increase is relatively small. Due to IKEA UK's pricing strategy, which is intended to be competitive, and the functionality of the product, it may be difficult for customers to find an alternative product that meets their requirements. This helps to clarify why there is little change in the product's demand over time.
Recommendations Regarding Policy Employment 
According to the findings of an elasticity of demand analysis, businesses should employ a pricing strategy that takes into account the relatively malleable demand for their product. As a consequence of this, the company must exercise extreme caution before rapidly increasing prices because doing so could result in a precipitous decline in demand and, consequently, revenue.
A strategy for pricing that places an emphasis on price differentiation presents an alternative course of action that the company may choose to pursue. The prices of goods and services are modified using this strategy by taking into account the degree to which different parts of the market are willing to pay. For the same product, for instance, the same company may charge different amounts for it depending on variables such as the location of the customer's residence or the time of day.The nature of the transaction is another factor that may come into play here. The possibility exists that the business could increase its revenue at the existing price point without losing any customers if it charged a higher price to customers who were willing to pay more for the product.
The pricing strategy employed by the company may also include the utilization of discounts and other types of special offers.It's also possible to expand your customer base with these types of campaigns (Rassenfosse and Potterie, 2012). 
The company should consider how its pricing strategy will affect consumers' perceptions of the brand (Sohn and Romal, 2015). Overcharging for a product that consumers view as low-quality can have a negative impact on a company's bottom line because of the resulting negative reviews and dissatisfied consumers.
Outside factors such as the global economy, competitors' pricing strategies, and consumers' preferences must also be factored in to the company's decision-making process. If, for instance, the market for the company's product is known to experience wild fluctuations in demand, then raising prices throughout a downturn would be counterproductive.


Conclusion
This paper has provided a comprehensive analysis of the factors that influence the demand for, and the price elasticity of, IKEA UK's best-selling product or service. Alterations in consumer tastes and tastes, price specifications, population demographics, earnings, and the prices of replacements and complements have all been accounted for in analyses of the demand pricing elasticity as well as the implications of substitution and income. Our findings suggest that this product's demand is relatively elastic, so we recommend that IKEA UK adopt an approach to pricing that takes this into account. Using price discrimination, running sales and promotions, and keeping an eye on price increases are all part of this strategy. The pricing strategy should be in line with the level of quality of the item and value, and it should account for the influence of outside variables. As a whole, this paper has emphasized the significance of learning about the factors that affect a product's demand and price elasticity. Businesses can maximize profits while keeping customers happy and loyal if they conduct thorough analyses of these factors and implement an approach to pricing that takes them into account.
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