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Introduction
[bookmark: _Toc132986050]Company Background
The PC industry has been controlled for many years by Hewlett-Packard (HP), a global technology company. Bill Hewlett and David Packard started the business in 1939. Its primary office is still located in Palo Alto, CA. For many years, HP has been a leader in cutting-edge innovation (Xiao & Zhang, 2023) in many different fields.
 Computers, printers, ink, and toner are just few of the many items that HP makes and distributes worldwide. The company provides a variety of products and services, including cloud computing, IT management, and other technologies. HP is widely recognised and respected in the business and consumer markets alike due to its status as a premier PC maker. The firm has consistently invested much in creating cutting-edge merchandise that is both user-friendly and responsive to customer feedback. In addition, it places a premium on serving and assisting its customers (Tliche et al., 2021). The PC business is quite competitive, though, so HP has a lot of rivals to contend with. Rapid technical development, changing customer tastes, and increasing corporate demands all contribute to increased competition. The PC market has exploded in recent years as more and more individuals want to work from home and pursue their education entirely online. Because of the pandemic, laptop and PC sales have skyrocketed, exacerbating the downward trend (Krivosheev, 2020).
 HP has adapted to this change by focusing heavily on the development of flexible PCs. The brand's laptops and desktops are state-of-the-art, with innovations like touchscreens, flexible keyboards, and lengthy battery lives. HP has improved its operations to be less harmful to the environment. HP has become a prominent participant in the personal computer industry because to its popularity with both consumers and enterprises. In this article, we will discuss a pricing strategy after analysing the demand and market equilibrium for HP's laptop computers. The purpose of this research is to inform HP's product and price strategies in the PC market (Krivosheev, 2020).






[bookmark: _Toc132986051]Demand and Market Equilibrium
In a market, the price at which buyers and sellers agree is the average price. Demand and supply show how likely buyers and sellers are to trade with each other. A sale is made when both the buyer and the seller agree on a price (Krivosheev, 2020). An equilibrium price, also called a "market clearing price," is the price at which two people agree to trade things. Image 1 shows that this price is set at the point where demand and supply meet.
[image: Price equilibrium graph]
Figure 1Equilibruim
In Image 1, both the customer and the seller are happy with the trade of Q for P. Right now, supply and demand are meeting in the middle. Demand and supply each have the same amount of weight when it comes to setting market prices.
[bookmark: _Toc132986052]Price of Substitutes:
There is a strong correlation between the price of laptops and the number of decent options that are available in the market. Instead of a personal computer, you may use a tablet or your phone. Tablets' portability has contributed to their widespread adoption, while the versatility of today's smartphones has made them an absolute necessity for both professional and personal life (Xiao & Zhang, 2023). It's feasible that individuals may start using tablets and smartphones rather than computers as their primary computing devices as the cost of these devices continues to drop. But where tablets and phones fall short, desktops shine with capabilities like larger screens and full keyboards. Tablets and phones aren't the only devices that have their limitations. Therefore, it's possible that the more affordable alternatives won't have much of an impact on the sales of laptops.
	Product
	Price
	Quantity Demanded
	Total Revenue

	HP Laptops
	$1,000
	10,000
	$10,000,000

	Competitor Laptops
	$900
	12,000
	$10,800,000


The demand for laptops manufactured by HP may suffer as a result of the falling prices of laptops manufactured by HP's competitors. Because of this, the market for HP's range of laptops may suffer as a result of the costs of products offered by competitors (Xi et al., 2020).
[bookmark: _Toc132986053]Price of Complements:
The amount that consumers desire to spend on laptops might be affected by the cost of accessories like sleeves and cases for the devices. If these accessories were more readily available, more consumers might go for laptops that had them because of the convenience factor. This may result in an increase in the number of computers that are sold (Tliche et al., 2021). However, if the price of these add-ons continues to rise, laptop sales might experience a decline.
	Product
	Price
	Quantity Demanded
	Total Revenue

	HP Laptops
	$1,000
	10,000
	$10,000,000

	Software
	$500
	20,000
	$10,000,000


It is possible that less individuals will purchase PCs from HP as the price of software continues to rise. This demonstrates that the price of HP's add-ons could potentially impact the company's sales of laptops.
[bookmark: _Toc132986054]Consumer Income:
There is a strong correlation between the average household income and the number of laptops that are purchased. If people's incomes were to increase, it is possible that they would purchase more computers since they would have more money to spend on modern technology (Tien et al., 2019). On the other hand, if people had less money available for spending, they would have a more difficult time purchasing brand-new computers.
	Income Level
	Quantity Demanded
	Total Revenue

	Low-Income
	2,000
	$2,000,000

	Middle-Income
	5,000
	$5,000,000

	High-Income
	3,000
	$3,000,000


This illustrates that if the average household income were to increase, then perhaps more individuals would be interested in purchasing laptops from HP. This demonstrates that people's income has a positive effect on how interested they are in purchasing a laptop from HP.
[bookmark: _Toc132986055]Consumer Tastes & Preferences:
The demand for portable computers has a significant impact on the market for these products. As technological advancements continue, consumers' perspectives may shift, and they may become more receptive to novel components or configurations of existing elements (Sterner & Stadler, 2019). Consumers might favour, for instance, convertible laptops that can also function as tablets or laptops with touch-screen displays that they can interact with using their fingers (Rakhra et al., 2022). It's possible for demand for computers to increase when they have cool new features and decrease when they have features that aren't as popular as they used to be.
	Product Features
	Quantity Demanded
	Total Revenue

	Touch Screen
	7,000
	$7,000,000

	Non-Touch Screen
	3,000
	$3,000,000


Customers are showing a growing interest in laptops that are equipped with touch-screen displays. Because of this, there is a possibility that demand for HP's range of touch-screen laptops will increase. It would appear that the preferences and pursuits of consumers are making more people interested in purchasing laptops manufactured by HP.
[bookmark: _Toc132986056]Consumer Expectations of Price:
People's expectations on how much they will spend on computers have the potential to have a significant impact on the market. When people believe that the price of computers will fall in the not-too-distant future, they can delay making a purchase. This may result in a reduction in customer demand (Huang et al., 2019). However, if customers believe that the cost of laptops will increase in the near future, they can make a hasty decision to purchase a new one in order to beat the price increase, which would cause demand to rise.
	Price Expectations
	Quantity Demanded
	Total Revenue

	Expectation of Decrease
	8,000
	$8,000,000

	Expectation of Increase
	2,000
	$2,000,000


According to this data, it would appear that consumers would purchase more laptops manufactured by HP if they anticipate that costs for various goods and services will fall. It would appear that people's interest in HP's line of laptops is increasing as a result of price expectations.
[bookmark: _Toc132986057]Demographics - Number of Consumers (Buyers):
The quantity of customers in the industry is yet another factor that has the potential to influence laptop sales. People who are interested in making purchases will increase in number in proportion to the total population (Rakhra et al., 2022). This will result in an increase in the cost. An increase in the number of individuals working or attending school online may also result in an increase in the number of people wanting to purchase computers. However, if fewer people make the decision to acquire computers, the total number of computers sold can decrease.
The demand for laptops is influenced by a wide variety of factors, including demographics, household income, consumer preferences, anticipated household income, the availability of replacements and additions, and so on. When determining prices and developing marketing strategies, businesses like HP need to keep these considerations in mind in order to provide for the requirements of their clientele (Huang et al., 2019).
[bookmark: _Toc132986058]Factors influencing price elasticity of demand
Economists use price elasticity to figure out how supply and demand change when the price of a good or service changes. The price elasticity of supply shows how responsive sellers are to changes in market prices. The price elasticity of supply is a way to figure out how prices change when the supply changes. To figure it out, you divide the percentage change in availability by the percentage change in price. What gets made and how much it costs depends on how the two elasticities work together.
[bookmark: _Toc132986059]Substitution Effects - Luxury vs. Necessity:
The extent to which customers are ready to spend on HP laptops is directly proportional to whether or not they consider laptops to be luxuries. If customers consider computers to be a luxury good, they may be more open to exploring alternative possibilities in the event that the price of portable computers goes up. If people start viewing computers as necessities, we can anticipate a decrease in demand elasticity since customers would be less likely to switch to competing products (Krivosheev, 2020).
The following example table should help to clarify this point:
	Product
	Price
	Quantity Demanded
	Total Revenue

	Luxury Laptop
	$2,000
	1,000
	$2,000,000

	Substitutes (Tablets)
	$500
	1,500
	$750,000

	Substitutes (Smartphone)
	$300
	2,000
	$600,000


When the price of a luxury laptop is unreasonably high, customers may decide to go with alternatives such as tablets or smartphones, which indicates that demand is becoming more elastic.
The effects of one's income expressed as a percentage of that income:
The amount of a customer's disposable income that is spent on the HP laptop product line is another factor that can influence the price elasticity of demand. If a considerable percentage of a consumer's income goes towards purchasing laptops, then that consumer may be more price sensitive, and the demand for laptops may be more elastic (Rakhra et al., 2022). On the other hand, if a customer's income is not much affected by the purchase of laptops, then that consumer may be less price sensitive and their demand may be less elastic.
Take a look at the table below as an illustration of this:
	Income Level
	Percentage of Income Spent on Laptops
	Price Elasticity of Demand

	Low-Income
	10%
	More Elastic

	Middle-Income
	5%
	Moderately Elastic

	High-Income
	1%
	More Inelastic


[bookmark: _Toc132986060]
Pricing Policy:
The price elasticity of demand has an impact on pricing policy of HP. When using a pricing strategy known as value-based pricing, for instance, the cost of a laptop computer is determined by how highly the consumer values it (Chen et al., 2022). This method might appeal to clients that place a high value on computers and are willing to spend more money to acquire one that has a greater number of features and functionalities. Skimming is an additional method for determining price. In order to accomplish this, you need to begin with a high price and then gradually lower it. This method may be successful for cutting-edge laptops that boast cutting-edge capabilities and features that attract early adopters and tech lovers who are willing to pay a higher price. HP will be able to lower the price of the device if it has a larger customer base and has sold more units. Examining revenues, costs, profit margins, the company's market share, and the number of employees helps HP determine the optimal pricing strategy for its products and services (Huang et al., 2019). The business has been successful over the past five years in analysing trends, recognising patterns, and applying this knowledge to the process of setting prices. If HP wants to determine how much it should charge for its PCs that are the most popular with customers, it can examine the company's sales and market share data. Examining a company's costs as well as its profit margins is the best way to determine the price of a laptop computer (Krivosheev, 2020). 
On the other hand, a variable pricing structure would be beneficial for HP's line of laptops. Altering pricing to reflect shifts in supply and demand is the component of this technique that bears the most weight in its overall significance. HP may, during times of high demand, such as when students and parents are getting ready to return to school, provide discounts or bundles in an effort to encourage students and parents to purchase laptops for use in the classroom. In addition to this, HP can keep an eye on the pricing strategies employed by its competitors and adjust its own offerings accordingly. HP had the ability to analyse sales, prices, and profit margins over the past five years in order to evaluate how effectively each pricing plan worked (Sterner & Stadler, 2019). In the table below, we can see how HP's laptop sales, pricing, and profit margins may have changed over the previous five years: 
	Year
	Sales
	Cost of Goods Sold
	Gross Profit
	Gross Profit Margin

	2017
	$20M
	$15M
	$5M
	25%

	2018
	$22M
	$16M
	$6M
	27%

	2019
	$25M
	$17M
	$8M
	32%

	2020
	$21M
	$15M
	$6M
	29%

	2021
	$24M
	$18M
	$6M
	25%


These numbers show that throughout the previous five years, gross profit margins have shifted, suggesting that different pricing tactics have met with variable degrees of success at various points in time (Tliche et al., 2021). For instance, the gross profit margin in 2019 may have improved significantly due to the pricing strategy. Wage effects and substitution effects are two of several potential determinants of the price elasticity of demand for HP laptops. By considering these elements and analysing sales, cost, profit margin, and market share statistics, HP is able to successfully execute pricing plans that are suited to the demands and preferences of its target market. Among these methods are value-based pricing, skimming pricing, and dynamic pricing. The corporation may also be able to set pricing competitive with its rivals through the use of data analysis.


[bookmark: _Toc132986061]Conclusion
In a market that is rapidly changing, HP can maintain its profitability and competitiveness with the assistance of the data analysis and pricing strategy advice contained in this paper. As a result of the company's understanding of the dynamics of demand and price elasticity, it is able to build successful strategies that are able to meet the ever-evolving requirements of consumers and allow it to maintain its position as a market competitor.
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Figure 1. Price Equilibrium
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