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The report analyses the economics area of the business environment in which Tesco's charitable giving and mission have been acknowledged. Along with the institution's commitments to Tesco and the means taken to meet these duties, the extent to which Tesco will satisfy the objectives of the various stakeholders has also been outlined in depth. In addition to this, the strategies that economic systems use to successfully allocate resources need to be stated, and the influence that fiscal and monetary policies have on commercial businesses and the activities they engage in needs to be analysed. 
[bookmark: _Toc113247933]Describing the Business and Selected Product
It has been decided that Tesco will be the one to carry out this responsibility. Tesco is a multinational retailing company that specialises in food and is the largest operator of supermarkets in the United Kingdom. Tesco is also one of the largest food retailing firms in the world. Although food constitutes the great bulk of the company's products and services, the business is making concerted efforts to expand its offering of non-food-related goods and services (Hendriarto, 2021). Supermarkets stand out the most against the natural background of the British environment. The United Kingdom is home to the richest consumers everywhere in the globe. Even as recently as a few decades ago, the vast majority of people in the UK still bought their food and other household items from neighbourhood markets, grocers, and vendors selling vegetables, fish, and meat (Tian, 2021). At the moment, the majority of these acquisitions are made at stores that belong to either Tesco, Sainsbury's, ASDA/Wal-Mart, Waitrose, or Morrison.
In actuality, it is difficult to construct a perfect market with unrestrained competition; yet, during the past few decades, the retailing business in the UK has grown into a pure oligopoly. Oligopolies are formed when a handful of large companies begin to control the majority of a market share (Zhao, 2014). Competition is reduced as a result of these conditions, which also make it easier for oligopolistic businesses to influence the dynamics of the market in their favour. Because players in an oligopolistic market obtain higher returns than usual, these resources are unavailable for use in any other context. For example, because there is such a large selection of superior alternatives, the price of bread sold at Tesco will exhibit a high degree of price elasticity (Zhao, 2014). In the event that Tesco raises the price of bread, customers are likely to switch to rival brands such as Kingsmill. 
[bookmark: _Toc113247934]Demand and Market Equilibrium Analysis
There is a considerable concentration of the food retailing business in industrialised nations, which has given rise to concerns that huge supermarket chains like Tesco and others may misuse the authority they have as retailers with regard to their relationships with customers and suppliers (Evans and Mason, 2019). These grocery store companies have the clout to negotiate more favourable terms with their suppliers than are available to other customers or are customary in markets where there is greater competition (Zhao, 2014). A supermarket can demonstrate its purchasing power by placing contractual limits on its suppliers and then using those restrictions as leverage to negotiate for outrageous discounts. It's possible that customers have fewer options for combining services or products to buy as a result of supermarkets' seller dominance than they would in a more traditionally competitive environment. In recent years, the issue of supermarket chains abusing their consolidated market dominance has been the focus of multiple antitrust investigations in the United Kingdom. These investigations have taken place in recent years. 
It is commonly believed that the laws of supply and demand serve as a compass for both the operation of markets and the administration of economies. In a nutshell, the quantity of a commodity or service that customers want is referred to as demand, whereas the quantity of the good or service for which consumers are willing to pay a particular price is referred to as the needed quantity (Evans and Mason, 2019). The price is mostly a reflection of supply and demand, with supply being defined as the quantity of a good or service that a market is able to produce at a specific price. The market is said to be in equilibrium either when the functions of supply and demand overlap or when supply and demand are equal to one another. To ensure that all participants in the market are satisfied, consumers acquire what they require from providers, and providers sell everything they produce at a price that has been decided in advance. 
Despite the apparent straightforwardness of the idea, there are many factors that have the potential to affect the interactions between supply and demand and to thwart the formation of equilibrium (Alpidovskaya et al., 2021). Demand in the retail industry can be significantly impacted by a variety of factors, including population density, levels of employment, personal disposable income, personal debt, and per capita and personal income. Concerns pertaining to the supply side include competitiveness within an industry, the size of a market, and the cost of production-related inputs. 
Numerous social and cultural shifts, such as the breakup of traditional nuclear families, the dramatic increase in the number of working women, the earlier age at which children are taken away from their parents, the rise in divorce rates and the number of children raised by a single parent, and the general improvement in people's standard of living, have all had a significant impact on consumer demand. As more people become concerned about their health and the environment, there will be a greater demand for a wider variety of foods and household goods. Even though it can be difficult to measure the effects of advertising, the constant and high-voltage advertising that permeates contemporary culture through a variety of mass, direct, and electronic channels have a considerable impact on demand (Choi et al., 2019). This is true despite the fact that it can be difficult to measure the effects of advertising. 
The demand for food and other consumer goods is influenced by the economics of the surrounding area. Demand has been impacted negatively over the past two years as a result of the protracted financial crisis; nevertheless, current evidence point to the possibility of a moderate recovery in 2010. Variations in the seasons have an impact on the demand for a variety of goods, including fruits, ice cream, and beverages. Extreme weather in the United Kingdom, which forces people to stay indoors, is a contributing factor to the country's low demand. 
The supply of groceries in supermarkets in the United Kingdom is influenced by internationally sourced commodities, which are those that come from different parts of the world and are brought in to satisfy local demand and make up for shortages (Hofmann and Rutschmann, 2018). Retailers in the United Kingdom today stock not only fresh and frozen food items, but also a variety of other foods, as well as commodities from other countries. As was discussed in the section that came before this one, major grocery store chains have come under intense scrutiny for their use of purchasing power to marginalise customers and for a variety of other unfavourable results (Hofmann and Rutschmann, 2018). 
Because of the oligopolistic structure of the market, a number of supermarket chains are affiliated with one another and often adjust their pricing in an effort to increase consumer demand (Alpidovskaya et al., 2021). As a direct consequence of this, when ASDA significantly decreased the price of bananas, the majority of other supermarkets swiftly followed suit. The management of a supermarket is responsible for ensuring that customer demand is met. This must be done in two steps: first, the demand must be quantified in a number of different ways, and then, the management must implement supply chain strategies to ensure that the demand is effectively met. 
Every supermarket makes an effort to meet the expectations of its customers regarding variety, quality, and price, but the practises that most supermarkets use to source their products almost always result in the exploitation of farmers and workers in developing countries, contempt for local producers, and a significant increase in the use of fossil fuels (Hofmann and Rutschmann, 2018). Supermarkets in the United Kingdom are utilised to satisfy customer demand at the expense of local farmers and producers. The local farmers and producers' goods are ignored because the prices at which they sell their wares are unable to compete with those of international suppliers. It goes without saying that the proliferation of supermarkets has coincided with the loss of thousands of smaller produce businesses, which have been compelled to shut their doors as a direct result of changes in the tastes of their customer base. 
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In most cases, the responsiveness of anything is measured by its elasticity. The rate at which the quantity required shifts in response to a shift in price is referred to as the price elasticity (Zhou, Hu and Zhou, 2018). On the other hand, the income elasticity of demand is a measurement that determines the rate of change in the amount of demand in response to changes in consumer income. 
The notion of income elasticity of demand is utilised to determine how sensitive the demand for a good is to variations in income. This sensitivity can be measured using the concept of income elasticity of demand (Pettinger, 2019). The degree to which the demand for a good is sensitive to shifts in income is directly proportional to the income elasticity of that market. It is expected that consumers who have a very high income elasticity will buy a large amount more of that good as their income grows. On the other hand, a price elasticity that is exceptionally low suggests that fluctuations in a consumer's income have little impact on the demand for a product. 
The purpose of the many theories of elasticity is to characterise the effect that a shift in retail sales can have on individual unit prices. The true quantitative degree of product elasticity is important information for retailers to have, since it enables them to change pricing in order to boost both sales and profitability. Retailers should be aware of this information (Drabik, de Gorter and Reynolds, 2019). The degree to which a product's demand is elastic is inversely proportional to the characteristics of the product itself. For example, the demand for necessities is likely to be inelastic, whereas the desire for pleasures is likely to be elastic. Demand is said to be elastic when goods are easily interchangeable with others that are not just similar but also widely available (Drabik, de Gorter and Reynolds, 2019). Again, the vast majority of things are elastic over the course of time because changes in people's behaviour occur when particular products continue to be either expensive or consistently unavailable. 
According to the findings of empirical study, there is a considerable correlation between pricing elasticity and revenue; as a result, it should be a primary concern for all merchants (Chen and Lim, 2022). If the demand for a product is inelastic, sales revenue will increase; if the demand for the product is elastic, sales revenue will decrease; and if the demand for the product is unit elastic, sales revenue will remain the same (Pettinger, 2019). Supermarkets benefit from a better understanding of price elasticity since it helps them establish and refine pricing strategies that are dependent on demand and consumer behaviour. In addition to this, it is helpful in the process of formulating strategies and optimising prices across the entirety of the product life cycle, particularly in the early stages as well as for daily, promotional, and discount times. 
They are able to use the information provided by their customers to react to price elasticity, consumer demand, and the activities of their competitors, validate and optimise price tiers, and find the optimal balance between EDLP (everyday low pricing) and Hi-Lo pricing (Dickson, Gehrsitz and Kemp, 2021). Retailers frequently need to have a solid understanding of how a variety of marketing methods, including price reductions and one-of-a-kind promotion schemes, effect sales. Merchants of today routinely make use of estimations of the effects of changes to the marketing mix in order to improve inventory management, shelf space allocation, and promotional activities (Dickson, Gehrsitz and Kemp, 2021). This is made possible as a result of the collection and utilisation of data that has been optically scanned. It is common practise to estimate sales response functions when trying to determine the effect that marketing efforts have had on retail sales. 
This suggests that the demand for the alternative good will also increase as people's earnings rise in the future. Despite this, there is an increasing demand for items of high-end luxury (Dickson, Gehrsitz and Kemp, 2021). In an effort to encourage people to purchase items from its Tesco Finest line, Tesco has adopted relatively basic packaging for the products sold under its Tesco Value brand. As a consequence of this, it is plausible to assert that the degree of responsiveness of demand for particular categories of goods to changes in income is quite high. Tesco has a large assortment of stretchy items, including electrical equipment, for customers to choose from. Demand is affected by the price of things with elastic demand. However, Tesco does sell things that are not elastic, such as milk, and customers are still required to buy these products. A product's demand that is inelastic suggests that consumer interest is unaffected by shifts in the selling price of the item (Chen and Lim, 2022). This exemplifies how demand for elastic as well as inelastic items fluctuates in reaction to variations in price. If a company were to lower its prices while simultaneously increasing their output, their total revenues would increase. 
People might be interested in the price drop right now because they are having trouble making ends meet financially. A significant number of people are being forced to live on a smaller budget as a result of the high unemployment rate, which is driving them to shop around for the best discounts they can find. As a consequence of this, the YED formula forecasts that customers will be more inclined to select low-quality goods that are available at lower prices. because a smaller percentage of people can actually afford to buy items (Chen and Lim, 2022). If they were to lower the price of elastic goods, then there would be a large increase in demand. This is due to the fact that certain commodities are extremely susceptible to variations in price. It's possible that this is because of a huge purchase volume, high consumer pricing, or an abundance of alternative options. It is highly improbable that Tesco will cut the pricing of inelastic products like cigarettes given that customers are willing to pay any price for these products. 
To compensate for the decrease in revenue that lower prices bring in, some businesses may even choose to raise the pricing of products that have a low degree of price elasticity (Chen and Lim, 2022). Customers who buy inelastic goods will not respond to changes in price and will continue to buy them; in the case of cigarettes, this is because customers are dependent on them and would continue to buy them even if the price increased. Customers who buy inelastic goods will not respond to price changes and will continue to buy them.
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Tesco's goal is to capture a larger portion of the market than its rivals Sainsbury's and Asda. If it lowers the prices of its primary offerings, then it will have a better chance of drawing in more customers, and we estimate that the increase in quantity required will more than make up for the revenue that will be lost as a result of the price drop. As a direct result of this, we estimate a little less dramatic decline in Total Revenue. More customers would buy these low-priced items, which would enable Tesco to compensate for the money they would lose as a result of a reduction in their profit margin. They would also become aware of other products in the shop that had a higher probability of being purchased by them, such as technological and electrical goods.
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