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[bookmark: _yh8hz9u9elh7][bookmark: _Toc1789643424]Introduction
The present analysis based on the identification of the demand as well as the market equilibrium taking two different food retail Wall Mart and Tesco. Different factors have been analysed that are mainly influence the demand for the products in the market system for both companies. The influences of the product elasticity of demand and the factors that are also affecting the product demand. The report also discusses the products the business process offers and their substitutes available in the market.
[bookmark: _m77i41abuf3u][bookmark: _Toc660709074]Background and Product Description of the selected companies
Walmart
Walmart stores or retailers tend to be one of the biggest retailers in the world which is based on food retail products. The business established in 1962 by Sam Walton in Rogers. The companies headquarter is mainly situated in Bentonville, Arkansas. The main focus of the business is the growth in the rural business market. Walmart Inc (Walmart) is a retailer that operates grocery stores, supermarkets, hypermarkets, department and discount stores, and neighbourhood markets. The company mainly offers groceries and consumables, including fresh produce, dairy products, bakery, electronics, toys, apparel, and home appliances (walmart.com, 2023). 
Tesco
Tesco is one of the biggest competitors of Walmart in the UK business market. The company was founded by Jack Cohen in 1919. Tesco is a British multinational groceries and general merchandise retailer headquartered in Welwyn Garden City, England. The retailer was developed in 4673 locations, with 354744 employees working with them. The company is mainly famous for everyday affordable, healthy, and sustainable goods provided to their customers. A wide variety of food, as well as non-food products, are offered by the businesses in the market which includes drinks, bakery, grocery as well as entertainment, and home-based products (tesco.com, 2023). 
The overall review of both companies showcases that they are dealing with the same products in the business market system, and hence the business can be a substitute for each other in terms of the using the products by the consumers. Therefore, the stability of both companies is quite profitable in terms of selling their products as the products are equally demanded by the consumers in the market. The demand for the products in terms of both companies has been analysed to overview the selection of the company products by the consumers. The factors like the pricing system of companies, the income of the consumers, as well as their taste and preference, are the factors that are mainly making the difference in the selling of the products. The product available in both businesses includes both luxury items as well as the necessities of the common people. Therefore, the pricing system of both retail stores influences the selection of the products by the consumers. 
[bookmark: _v324o9bn5ndr][bookmark: _Toc1736416904]Demand and market equilibrium
The demand is the quantity of goods or services that consumers are willing and able to buy at a given price in a given period (Dr. Osadiya, 2023). The equilibrium price of the products to be the balance of the demand for the products and the supply factors in the market system. The change in equilibrium prices of the product is changed if the supply or the demand for both the other factors shift or move the market system of the commodities. Equilibrium is achieved if, at the market price, the quantity demanded is equal to the quantity supplied.  
[image: ]
Figure 1: Demand and market equilibrium
(Source: britannica.com, 2023)
[bookmark: _axp6trk5x4sw][bookmark: _Toc2097629128]Demand and Market equilibrium identification of the products
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Figure 2: Demand and market equilibrium
(Source: researchgate.net, 2023)
The demand for the products tends to effectively depend upon the different factors that may be termed as price of the good, perceived quality, advertising, income, the confidence of consumers and changes in taste and fashion (Dzhabarova et al. 2020, p. 16). The overall factors are influencing the individual demand curve as well as the total economic change of the business. The market pricing system of the products is depending upon the interaction of demand and the supply. The supply of the products tends to decrease and will result in lowering the equilibrium of the product. Therefore, the demand for the quantity also results in being decreased.  
Price of the substitutes
The pricing system of the products or the business substitute to any company tends to be highly effective in terms of analysing the price of the commodities of the other competitors or the substitute products available in the market. The substitute available for Walmart depends on the pricing system of Tesco. It can be said that if the business process of Tesco fixes their prices of the commodities at a lower price, the pricing range of Walmart is also influenced to be changed to the decreased level to match the price of the commodity in the market. This may occur if the size of the commodity is higher in Walmart the consumers will demand cheaper substitutes in the market. This may hamper the demand for the product in Walmart to a lower level in the market.  
Price of the complements
Complements refer to the products that are used at once. The price of the complementary products may be one of the factors that may influence the demand for the substitute product in the market. If the price of the complements in the Tesco business process is reduced, the demand for the main product in Walmart tends to be decreased as the customers may prefer the substitute company for fulfilling their demand as the product complement each other can obtain lower prices in the market. Hence this may also influence the price management of Walmart to reduce their price to increase the product demand in the market.
Consumer income
Consumer income is one of the important factors that are affecting the demand for the product in the market. The price of the product defines the possibility of the purchasing ability of the customers. Therefore, the price of the products is required to be decided as per the affordability of the common people. If the pricing system of the goods to be minimal, the demand for the goods to be high. If the price of the goods is increased, the consumer may search for better and cheaper substitutes due to income factors. Therefore, the pricing strategy of Tesco seems to be beneficial as it mainly fixes its price according to the affordability of the consumers. This may impact a negative way to the process of Walmart to reduce their prices of the commodity to increase the demand level in the market. 
Taste and preferences of the customers
With the change in food preferences and taste change, the demand for products to be automatically changed in the market. The need for the product is one of the factors influencing the demand for the product in the market (Guo et al. 2021, p. 19). Therefore, the business process of Walmart tends to be effective. The product preferred by the consumers tends to be greater, the demand rises in the market and the business intended to produce a large number of goods in the market. If the business fails to produce the demanded goods preferred by the customers, the demand for their product seems to be decreased.
Consumers' expectation of price
The expected price of the commodity by the consumers is one of the factors that are influencing the demand for the product of the business. As the expected price of the goods to be increasing in the upcoming period, the customers are willing to purchase the commodity at its present price. This may increase the demand for the commodity at the present time. The increase in the price in the future may also affect the demand for the product which results in a decrease in the market. Therefore, the consumers predictably of the pricing of the commodity may affect the demand for the commodity at the present time. 
Number of buyers of the products
The increasing number of buyers results in a higher demand for the product in the market. Therefore, the business process of Tesco tends to increase the demand of the product substitute for Walmart products, and the demand for Walmart tends to decrease as the similar product in Tesco tends to be demanded at a higher level. The demand level also influences the consumers to opt for the product. This may be helpful in increasing the number of customers of the product in the market. To overcome the issues, Walmart to set their product at the demanding range to increase the demand in the public (Dzhabarova and Zlatanov, 2022, p.05). 
[bookmark: _9nh4qpw4x28n][bookmark: _Toc211067719]Price Elasticity of demand for the products
The price elasticity of demand measures the responsiveness of demand after a change in price (Dr. Osadiya, 2023). Therefore, the price elasticity of the products, if the business demands in the market may be highly influenced by the demand for the substitutes available in the business market. Tesco is one of the main retail businesses in which the substitutes to the products of Walmart are available at a higher level with a low level of price as Tesco is offering products as an affordable pricing system. 
[bookmark: _nyxo673na57h][bookmark: _Toc59988485]Substitution effects influencing the price elasticity of demand
Food tends to be one of the biggest needs of human beings. Therefore, the type of food retail business tends to be one of the necessities in terms of the price elasticity of the demand. Retail businesses are preferred by people to mitigate their daily requirements whereas luxury items are preferable to people as goods that are regularly required by the consumers. The price of the product is one of the important factors including the price of the substitutes that may affect the demand of the business.
The pricing system of the products or the business substitute to any company tends to be highly effective in terms of analysing the price of the commodities of the other competitors or the substitute products available in the market. The substitute available for Walmart depends on the pricing system of Tesco. It can be said that if the business process of Tesco fixes their prices of the commodities at a lower price, the pricing range of Walmart is also influenced to be changed to the decreased level to match the price of the commodity in the market.  A small increase in the price levels of goods causes consumers to buy its substitutes. This may occur, if the size of the commodity is higher in Walmart the consumers will demand cheaper substitutes in the market. This may hamper the demand for the product in Walmart to a lower level in the market. On the other side, if the price of a good decreases, then demand will fall, so demand is directly affected by a change in the price of substitute goods. Therefore, can be said the determination of the goods to be done on cross pricing system and the result is analysed on the basis of the pricing system only. If the cross-price elasticity is positive the goods are substitutes, and if the cross-price elasticity is negative the goods are complements. The price elasticity of demand is mainly important for business for the measurements of the changes in the price range that are affecting both buying behaviour of the customers. Therefore, Price Elasticity helps businesses understand how much they can provide the price of any product or service.
As per the situation, it can be said that the availability of substitute items in the market, and the effects on the elasticity of demand can be analysed. As the demand for the commodities is influenced by the different substitutes available in the market, the demand tends to be highly price elastic, as the increase in the price of the commodity results in the change in the commodity demanded by the customers (Liao et al. 2019, p.02). As per the business condition of Walmart, the availability of the substitution products in the market tends to be highly available. Therefore, it can be said that the product demand tends to be more elastic in the case of Walmart as well as Tesco.
Another aspect of the price elasticity of demand can be affected by the influence of the purchasing level of the consumers as per their income level. It can be said that a larger portion of the product and services are acquired by the people as per their level of income as the majority number of people are earning a moderate level of income. As their income level is mostly acquired by goods and services, their level of savings tends to be low. Therefore, it can be said that the elasticity of the demand tends to be highly affected by the income levels of the individuals. “The Elasticity of Demand for a commodity is generally very low for higher income level groups” (Trinh, 2022). As the higher portion of the income of individuals tends to be spent on commodities and needs, they are more responsive towards the quantity demanded with the change of the price level. Therefore, the price elasticity of the quantity demanded is therefore higher and more elastic. The overall analysis may help to say that the business may intend towards lowering their price rate to increase their volume of sales in the market. This may be helpful in improving the perception of the pricing system including the inelastic products in the market. The business may be suggested to increase their high level of prices to drive their margin level with minimum impact on their sales. 
[bookmark: _borhrtv86u35]

[bookmark: _Toc1512063063]Conclusion
The overall analysis of both companies showcases that they are dealing with the same products in the business market system, and hence the business can be a substitute for each other in terms of the using the products by the consumers. The report conclude that the pricing strategy of Tesco seems to be beneficial as it mainly fixes its price according to the affordability of the consumers as the business may intend towards lowering its price rate to increase their volume of sales in the market. This may be helpful in improving the perception of the pricing system including the inelastic products in the market. This may impact a negative way to the process of Walmart to reduce their prices of the commodity to increase the demand level in the market. 
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