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1. (a) Discuss the importance of international trade for PepsiCo

To put it another way, international trade is the exchange of capitals, goods and services across borders or regions because of need or want. In most countries, this commerce accounts for a sizable portion of GDP. The international trade has a positive impact on the business. For PepsiCo is important to be on the international trade, because they increase their revenue, they are more profitable, secondary decreased the competition, for example in countries where nobody produce this kind of soft drinks, on the third place is longer product lifespan, certain product may see a decline in sales, as consumers either cease purchasing them or upgrade to newer model’s overtime. Other benefits can be the easer cash- flow management- the habit of requesting money upfront may be more common when trading globally than when doing business domestically. The company is able to better manage their cash flow. Other benefits can be the better risk management- the risk of economic downturns, political considerations, environmental calamities and other factors may influence if they just focus on the home market. Weaking their reliance on one particular market may assist to protect their company core from risk. Another benefits is enhanced reputation- the organisation might benefit from the success of their neighbouring countries, which help them to become more well- know in their own market segment. Credibility is a valuable asset for the company, regardless of where it operates. The other benefits can be the disposal of surplus goods-  having a way to get rid of excess goods the company cannot sell in their home market, for example in Bulgaria they start selling the cherry version of PepsiCo.





(b) Explain an international strategy PepsiCo must adopt to expand as quickly as it can in emerging markets, considering local tastes in emerging markets
Any business’s success it contingent upon the effectiveness of the plan it employs. A strategy defines how a business expect to complete in a market and grow profitability. Businesses throughout the world provide goods and services in competitive markets that demand them to increase value for owners and shareholders in order to remain viable. The necessitates the development of a plan that assist managers in making sound decisions and effectively allocation resources to accomplish critical objectives. This is referred to as a company strategy. There is a few types of international strategy, PepsiCo uses cost leadership, but they think about Joint Ventures. With Beyond Meat in 2022. Joint Ventures is formed when two or more business merge their resources and expertise to accomplish a certain objective. Additionally, the enterprise’s risks and gains are shared, but it’s one of the best business strategies to extend the business. Cost leadership entails being the cost leader in the industry or market. Simply being one of the lowest- cost producer is insufficient, as it leaves vulnerable to allow through other low-cost manufacturers who may outcompete the prices and thus stymie the efforts to increase the market share. PepsiCo’s primary generic competitive strategy is cost leadership. This broad strategy emphasises cost reduction as a means of enhancing PepsiCo’s finance performance and overall competitiveness. For example, they offer low prices in order to compete with Coca – cola products due to its low operating costs. Additionally, the company occasionally runs special offers with reduces costs. A cost leadership generic strategy objective is to automate production processes in order to reduce PepsiCo’s operating costs. In this regard, the organisation’s mission is creating products that address consume concerns about their health effect. 










2. (a) Using examples of two products, explain Elasticity of Demand. –.Elasticity is a metric of variable’s awareness to a dependent variable, most frequently to change in quantity requested in relation to changes in other factors, such as price. The level upon which persons, consumers or producer adjust their demand or the amount supplied in reaction to price elasticity in business and economics Its mostly used to figure out how much a change in a product’s or service’s pricing affect consumer demand. The formula for elasticity is percentage change in quantity divided by the percent change in price yields the price elasticity of demand. To determinate the definition of that  I will use the examples for elasticity in the price of the products. Heinz soup is a product with price elasticity, nonetheless there are numerous alternatives to Heinz soup these days, people will switch to less costly versions if the price rises, another example is Tesco bread, if the price rise the people will switch to another brand because there are so many options. 


(b) Consider the market for a particular brand of bread which is sold in almost all the major supermarket stores in the UK. Assume that the Consumer Protection Association issues a warning that the particular brand of bread is not good for the health of the people. With all factors remaining the same, discuss what will happen to the Demand and Supply of the bread.
The market is composed of two parties: the buyer and the seller. The market is divided into two distinct segments: supply and demand. The term “supply” refers to a fundamental economic notion that refers to the total quantity of a particular commodity or services available to consumers. The following factors can affect the supply- a decrease in the cost of production. This enable the business to offer a greater quantity of goods at a given price, like is happening in this case with the particular brand bread. Reduced costs could be result of reduced labour, decreased raw materials costs, or an increase in the number of enterprises. An rise in the number of producers results in an increase in supply and investment in capacity. To analyse the supply side more effectively, we can employ the supply curve, which is a graphic representation of the relationship between the price of a product and the quantity of product that a seller is willing and able to deliver. The vertical axis of the graph represents the price of the product, while the horizontal axis represents the quantity of goods delivered. In this case the quantity increase and the price increased also. 
The demand side of the market is the second component of the market. Consumer’s willingness and ability to acquire a specific quantity of an item or service at a specific time or over a specific period is referred to as a demand.  Demand is formally defined as “effective” demand, which is definite as a costumers want or need that is backed up by a financial ability to pay- essentially, a budget generated from spending power. Individuals purchasing power is provided by their income, which they exercise in a market by effective demand. Price of product, consumer income, consumer expectations and quantity of consumers in the Market are all factors that might influence demand. The demand curve, which shows how the quantity of a product wanted is affected by the price of that commodity as well as a variety of other factors like the price of goods and services, consumers incomes and preferences and seasonal influences, can help us better understand the demand side. All elements except the price of the item are frequently held constant in basic economic analysis, the analysis then focuses on the link between various price levels and the greatest quantity that could be offered to consumers at each of those prices. The price- quantity combinations can be plotted on a demand curve, which has the vertical axis representing price and the horizontal axis presenting quantity. The propensity of consumers to acquire more commodity at lower prices is shown by a downward- sloping demand curve. Non- price factors would allow the demand curve to shift, but changes in the commodity’s price can be tracked across a fixed demand curve. In this case the demand side will decreased, because of the issues with the Consumer Protection Association.




[image: A picture containing chart

Description automatically generated]







[image: A picture containing diagram

Description automatically generated]








3. (a) Explain the term Market Failure –
(b) Discuss four factors which may contribute to market failure.
 In economics, market failure is a scenario characterised by inefficient allocation of commodities and services in a free market. Individuals’ incentives for rational behaviour do not lead to rational group outcome in market failure. To put it another way, each individual makes the best option for himself or herself, but the group makes the wrong decision. This is sometimes referred to as a steady- state disequilibrium in classic microeconomics, when the quantity supplied does not equal the quantity required. Externalities, monopoly information asymmetries and factor immobility are all examples of market failures. The public goods dilemma is a simple example of market failure. Public products are items or services that, if produced the producer cannot limit their use to paying clients, and for which one individual’s consumption has no bearing on the consumption of others. When some consumers choose not to pay yet nevertheless use a public good, market failures occur. National defence is an example of a public good since no matter how much a citizen pays, they all receive the same advantages. It is extremely difficult to create the optimal quantity of national defence on a private basis. Governments confront significant challenges in creating the ideal quantity of national defence since they cannot utilise a competitive price system to determinate the appropriate level. This could be a case of market failure with no obvious solution. Government intervention is the most common method for correcting market failure. This necessitates laws, such an antirust policy, as well as the incorporation of various pricing mechanism, such as taxes and subsidies. 









Reference list: 
https://www.economicshelp.org/microessays/equilibrium/supply/

https://www.investopedia.com/terms/s/supply.asp

 https://www.investopedia.com/terms/s/supply-curve.asp - picture
 
 https://www.econport.org/content/handbook/Demand/Factors.html

 https://www.investopedia.com/terms/d/demand-curve.asp - picture


https://www.investopedia.com/terms/e/elasticity.asp

https://www.economicshelp.org/blog/7019/economics/examples-of-elasticity/

https://www.investopedia.com/terms/m/marketfailure.asp


https://consulterce.com/business-strategy/

https://www.mindtools.com/pages/article/newSTR_82.htm
http://panmore.com/pepsico-generic-strategy-intensive-growth-strategies
https://www.americanexpress.com/en-us/business/trends-and-insights/articles/advantages-international-trade/




























image1.png
Price

Quantity

2 Investopedia




image2.PNG
Price

Quantity

2 Investopedia




