Written Examination
Carmen Georgiana Marcut 2028979
The Global Business Environment
LCBB4005
Dr. Uwaona Ochonogor


International trade is the exchange of goods and services across international borders.  The trade between two countries is usually impacted by multiple things, like government policies, the economy, and the judicial system of the other country.  For any country, international trade has a significant impact on the country’s economy since there is a foreign exchange impact.  India's GDP is heavily dependent on its contribution from the country's GDP.
There are some advantages for international trade such as: 
Efficient use of Natural Resources: Since both countries are trading, each country has some natural resources, so both countries can use the resources in the most efficient way.  It enables the countries to have all types of goods, including those they are not able to produce. Specializations: It leads to the specialization of different goods in different countries. Large-scale production enables countries to produce in large quantities. Price stability helps eliminate the wild fluctuation of prices. Technical know-how makes it easier for countries to trade technology with each other, which benefits the countries' technical banks and GDP. International cooperation is a means by which countries can have a better understanding of each other and build relationships.
PepsiCo uses globalization to expand its market share internationally.  PepsiCo Inc is located in Purchase, New York, in the United States.  The company is involved in the manufacturing, marketing, and distribution of beverages, grain-based snack foods, and other products.  The company, established in the 1890s by a Danish immigrant in the state of Delaware, has since expanded to become a multinational corporation.  The company has expanded by merging and acquiring other businesses.  In 1965, Pepsi-Cola Company and Frito-Lay Inc. created PepsiCo, which was one of the biggest mergers in history. 
The culture of the United Arab Emirates is heavily influenced by the Islamic religion, which serves as the foundation for the culture of its people and the laws governing business operations in the country.  PepsiCo will be limited to manufacturing and distributing soft drinks in the country because the majority of the population there are Muslims.  It is against Islamic religious and cultural law to take alcohol in New Zealand.  Islam requires Muslims to perform prayers five times daily.  This is likely to cause some difficulties for the company.  During summer, which occurs in July and August, many senior decision-makers in the country go on vacation due to the extreme heat, as well as the humidity.  It is not possible to hold high-level business meetings.
It is likely that the availability of raw materials will be the biggest challenge for PepsiCo in the United Arab Emirates.  PepsiCo uses a large percentage of raw materials from food.  However, the climatic conditions of the region do not favor agricultural production, and so it relies on imports for its agricultural raw materials and food products.  This will increase the company’s cost of production because it has to import and transport raw materials.  The financial institutions in the United Arab Emirates are not well established and might be less stable during times of economic crisis. The company's stock market value could drop significantly due to a collapse or even another banking crisis in the Middle East or in major world economies. PepsiCo may have a financial crisis in the country if such a situation occurs. The company will not be able to take advantage of economies of scale due to the increased risk.
PepsiCo also encountered a major challenge in entering the UAE market.  Some of the major global beverage companies, like Coca-Cola, Nestle, and Cadbury, already operate in the United Arab Emirates.
Elasticity measures the sensitivity of a variable to change in another variable. This sensitivity is a change in price and is related to changes in other factors. From a business and economic point of view, it is a measure of how sensitive one economic factor is to another. For example, changes in the price of supply or demand, or changes in demand in response to changes in income. Examples of flexible commodities are clothing and electronic products; non-flexible commodities include prescription drugs, food and other items. It is used to measure the change in quantity demand for goods or services when compared to the price movements of those goods and services.
The price elasticity of demand is the reaction of the quantity demanded to a change in the price of a commodity.  Suppose the consumer’s income, tastes, and prices of all other goods are steady. It is measured as a percentage change in quantity demanded divided by the percentage change in price. When a consumer's income changes, the quantity demanded for a product will also change.
A situation where the supply of goods and services is limited, while demand is unlimited.  In market failure, the individual incentives for rational behavior don't lead to rational outcomes for the group. Whenever individuals act in their own self-interest without considering how their actions will affect others, a market failure occurs. There is a group with too many or too few costs or benefits.  Economic outcomes under market failure are not what economists consider optimal and are usually not economically efficient. While the concept may seem simple, it can be misleading and easy to get wrong. People choose not to pay for goods when they are in short supply, and the goods still end up being used. Public goods are one of the types of goods that are non-rivalrous; each individual receives the same benefit regardless of how much they pay. It is very difficult to produce the optimal amount of national defense privately. Governments are unable to use competitive pricing to determine the optimal level of national defense, and they face many challenges. This may be an example of a market failure with no perfect solution.
There are several possible solutions to market failures.  These can take the form of private market solutions, government-imposed solutions, or voluntary collective action solutions. 
Governments may enact legislation in response to market failure.  Businesses hire too few teenagers or low-skilled workers after a minimum wage increase, which means the government can create exceptions for younger or less-skilled workers. Radio broadcasts elegantly solved the non-excludable problem by packaging paid advertisements in between free broadcasts. Subsidies can help encourage behavior that can result in positive externalities (e.g., a healthier environment, greater economic opportunity). Meanwhile, taxes can help reduce negative behavior. The tax on tobacco makes it more expensive for people to smoke, therefore decreasing the demand.
Some examples of market failures are negative externalities, monopolies, inefficiency in production and allocation, incomplete information, inequality, and public goods.
The primary way to correct market failure is through government intervention.  This is a complex issue that requires a lot of planning and the government to implement various prices and policies to control the supply and demand of goods and services.
Many coffee and cotton plantations were created by the Europeans during the colonial era. This made it difficult for the land to provide food like rice, wheat, and sugar.
Monopoly is one of the most common causes of bankruptcy in the United States.  If a single actor acquires all of the means of production in a market, they will essentially set prices as they wish because they will not have to compete with other actors. Many companies will set their prices much higher than they need because no one else can compete with them.
Externalities and market failure are common in market economies.  When you consume a good, it causes an external effect on an uninvolved party.  In a positive example, someone else’s action helps you.  If someone builds a luxury condominium near your house, your property's value may rise.  In the event that they build a prison complex, there will be a negative externality, which will result in a negative effect on the price.
