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Introduction 
Managerial economics entails a variety of procedures designed to help managers make the most appropriate choices in order to achieve their organization's goals in the most efficient and effective manner possible. There is a synthesis of economics and decision-making in this system. Using this method, a corporation may streamline its processes and more efficiently achieve its goals (Mankiw et al., 2019). Managerial concepts including risk assessment, cost accounting, pricing guidelines, compliance with government rules and investment planning all find applications in the business world. Some managerial economics' goals are particularly important for a company to achieve. The study conducted by management economics provides the leader with novel ideas for resolving the problem. An organisation may better understand its operating context with the aid of management economics (Parkin, 2023). Business decisions will be sounder and more productive if the environment is positive. Company profits may be protected against component management failures by using this tool to determine whether the company's current operational components can be enhanced. The world-renowned sportswear manufacturer Adidas serves as a case study for a range of management economics themes explored in this report. It dominates the European market and is second only to Nike worldwide among sportswear producers. This report examines the several determinants of demand for Adidas's goods, with a focus on football equipment and apparel. Again, this analysis considers the variables that affect the price elasticity of demand for Adidas items.


[bookmark: _Toc123827241]Company overview and its main product
Adidas is a German multinational firm that develops and produces shoes, clothes, and accessories. Adidas was founded in 1949 and is headquartered in Herzogenaurach, Germany. It was established in 1924, and its current headquarters can be found in Herzogenaurach, which is located in the state of Bavaria in Germany (Adidas Annual Report, 2023). It is the holding company for the Adidas Group, which includes an 8.33% ownership in the football club Bayern München as well as Runtastic, an Austrian firm that specialises in fitness technology. The product line of the firm comprises footwear, clothes, and accessories including bags, sunglasses, exercise equipment, and balls, among other things. The firm distributes and sells items via its own-branded shops, retail stores, wholesale stores, sports goods chains, purchasing groups, department stores, lifestyles retail chains, e-tailers, and franchise stores. In addition, it sells its wares through an e-commerce site and several shopping applications for mobile devices (Adidas, 2023). The company's wares are marketed and sold under the Adidas brand name. In addition to this, it operates a number of product franchises. The business activities of the corporation are spread out throughout many continents, including the Americas, Europe, Asia-Pacific, Africa, and the Middle East.
Although Adidas produces a wide variety of goods, the company is most known for its involvement in the production of football and the equipment used for the sport. Adidas's football uniforms and the equipment that goes along with them have always been one of the company's primary emphases. The worldwide supply of team kits for international association football teams and clubs continues to be dominated by Adidas a significant player in the market. The brand Adidas is well-known all over the globe for the many distinct models of football that it manufactures and sells (Adidas, 2023). These footballs are used in a variety of international and club sports. In addition to being one of the official sponsors of the UEFA Champions League, Adidas is also responsible for providing the competition's official match ball, the Adidas Finale. It also participates in the production of the jerseys and other kits used by the majority of the best football teams in the globe.
[bookmark: _Toc123827242]Factors that put impact demand for the products of the Adidas 
The economic concept of "demand" measures interest in a product or service among potential buyers. What people are prepared to pay for a product or service is what is used to determine its demand (Bates & Parkinson, 2012). The forces of demand and supply set market pricing. A product's price tends to rise if consumer demand exceeds available supply. When there is more supply than demand, prices decrease. The phrase "product demand" is used to define the level of interest in a company's product among consumers at any particular time. The amount available for purchase, the price at which buyers are ready to part with their money, and the number of persons actively seeking out the product all influence its demand (Taylor & Weerapana, 2012). Demand swings up and down throughout time for a variety of reasons, some of which are cyclical, like the seasons, and others that are more random, like economic downturns and natural catastrophes. There are various factors for which the product demands can be changed over time. Besides those before launching a product in the market, the company should keep several factors in mind and some of those are analysed below in the context of Adidas and its Football association products.
[bookmark: _Toc123827243]Price of the substitutes 
Products that are interchangeable with one another are referred to as substitute products. Both provide solutions to the same issues and have characteristics that are comparable, therefore they might be considered alternatives. The demand for items that may serve as substitutes has an inverse association. That is, the use of one product may lessen or eliminate the need for the use of the other (Bates & Parkinson, 2012). In the context of Adidas's football accessories, the substitutes are other brands like Puma and Nike which are also providing the same types of products. So the football and accessories delivered by Puma and Nike are the substitute products of Adidas. But here the price of Adidas's products is higher than the competitors. Still, Adidas has the highest market share in this market because of product quality, continuous innovation and development. Moreover, the branding activities of Adidas are also very impressive so the impact of substitutes is very low on this company.
[bookmark: _Toc123827244]Price of the complements 
A good is said to be complimentary if its use is closely connected to that of another linked or associated good, or if it may be combined with another good. Therefore, the presence of two or more products that complement one another is required in order to achieve the appropriate level of equilibrium (Hornby et al., 2012). The value of the offering is increased when it is consumed or produced along with this component. In terms of Adidas, they prepare shoes for football players along with other kits. In terms of shoes, socks are complementary products. Socks and shoes are complimentary items, so if the price of the shoe drops, consumers will buy more socks to go with their new kicks. Again in the context of the player's kits, the price of labour, clothes, thread etc is complementary products (Adidas Annual Report, 2023). In recent times, most of the prices of complementary products have increased which can increase the cost of manufacturing Adidas's products and also can reduce the sales amount.
[bookmark: _Toc123827245]Consumer income
Consumer income is a very important economic concept which can directly impact the demand for a particular good. Before launching a product in the market all the companies do analyses of their target market. So the company has proper information about its target market or target consumers' income level and they produce products based on their income (Forging, 2017). But when the consumer income decreases then they lose their ability to buy goods and services. As a result of that a company may face a decrease in their sales amount as their target consumers' income decreases. In the case of Adidas and its product of football and its accessories large portions of the consumers are institutional purchasers for the national teams and clubs. So this institutional consumer's income is relatively stable which doesn't create a risk for this company. But this company also sells lots of products to the general customers. In that case, the production of the consumer income can reduce the sale of this company directly because the products associated with football are not the fundamental needs of the consumers and when their income will decrease, they can reduce buying those products (Hornby et al., 2012).
[bookmark: _Toc123827246]Consumer taste and preferences 
Consumer taste and preference are also very important factors in terms of measuring the demand for a certain product or service. With the changing taste and preferences of the customers, the demand for a certain product can be changed. Generally, every organisation develops its product and services based on its target customers' tastes and preferences and they need to regularly update their products along with the changing taste and preferences of the customers (Forgang, 2017). In the context of Adidas, this organisation develops football accessories based on the needs of football players and their fans. So changes in the consumer's taste towards the kits and football accessories can also lead this company to change its entire product line. For this reason each year lots of football kits related to club football can be unsold because of changes in the customer's preference which can be a big loss for Adidas.
[bookmark: _Toc123827247]Consumer expectation of price 
Consumers' expectations of price can lead to big changes in the demand for their products or services. In general, consumers buy a product when the price of the product meets their own expectations but in terms of the preferred products they often buy them at higher than their expected price (Thompson et al., 2017). In the case of Adidas and its football kits, the prices are relatively high but when it is related to supporting their own team people may buy the kits higher than their expected price. So the price of the products of Adidas will not put impact this company's sales.
[bookmark: _Toc123827248]Demographics 
Businesses may learn more about their target market's product preferences and buying habits by analysing the demographics of that market. Firms may better understand their clientele by identifying commonalities among members of their target market (Levačić, 2015). They may zero in on their ideal clientele and tailor their marketing strategy to reach them. As Adidas sell its products around the world so it has to evaluate the demographic features of the regions properly. With the changes in demographic features, this company should produce products and should set its prices to increase its sales and revenue.
[bookmark: _Toc123827249]Factors that influence the price elasticity of demand
The term "elasticity of demand" refers to the degree to which the amount of a good or service that consumers want responds to changes in one of the factors that determine demand. To put it another way, it is the percentage shift in the amount required divided by the percentage shift in one of the factors that determine demand (Mankiw et al., 2019). The demand for a commodity is sensitive to any changes in the price of that commodity. The elasticity of demand, also known as the degree to which demand is sensitive to changes in price and quantity, may be determined by making a comparison between the two variables. It is possible to derive a calculation for demand elasticity from a variety of contexts, such as price elasticity and income elasticity. The reaction of the quantity requested to changes in the price of an item is what economists refer to as the price elasticity of demand (Bogart, 2018). It is assumed that the income of the consumer, their preferences, and the pricing of all other commodities remain constant. It is calculated by taking the percentage shift in the amount required and dividing it by the percentage shift in the price. The degree to which the amount requested responds to a change in the level of the consumer's income is referred to as the income elasticity of demand. The demand that consumers have for a certain product or service might shift when there is a change in the amount of money that a consumer has available to spend.
Assuming that other variables that impact demand remain the same, changes along a demand curve may be reflected by the price elasticity of demand since it demonstrates how the amount required reacts when there is a change in price. Because the price and quantity requested move in opposing directions along a demand curve that slopes downward, the price elasticity of demand always seems to be negative in this scenario (Hornby et al., 2012). If the price goes up by a positive percentage, then the amount of product people want to buy will go down by a negative proportion, and vice versa. But in some circumstances, such as when it comes to luxury items or low-quality products, things may be handled differently. Price elasticity of demand may have an effect on the demand for a product in the aforementioned ways since individuals tend to make more purchases when prices rise in both of these scenarios. 
[bookmark: _Toc123827250]Substitution effects
A change in the cost of products or a change in the income of consumers may have a significant impact on the number of commodities that those customers desire. This phenomenon is referred to as the substitution effect (McAuliffe, 2015). When there is a rise in the pricing of goods or a drop in the money generated by consumers, their buying habits alter in such a manner that they begin to replace pricey items with products that are less expensive. This occurs when there is a raise in the cost of goods. In another vein, as customers obtain more money or prices of goods decline, their desire for opulent items resuscitates, and they begin to replace inexpensive things with costly ones. In other words, their spending habits change. The term "income effect" refers to this pattern of behaviour.
The substitution effect is a consumer purchase theory that represents how consumption habits and trends seem to alter as a consequence of a change in the price of items. This impact may be thought of as a feedback loop between price fluctuations and consumption (Bates & Parkinson, 2012). When there is a significant increase in the price of items or when their income falls, consumers tend to switch from purchasing pricey things to purchasing cheaper alternatives. When the costs of items go down or customers have more disposable money, it is possible that the same group of consumers may go from purchasing inexpensive products to those that are elegant and costly. Products that are used as replacements for other products, particularly due to the fact that they are less expensive, are viewed as lower-quality goods.
In most cases, the large organisation with the highest brand value, strong financial condition and loyal customer base are faced with a low amount of risk regarding the substitution effect. A brand like an Adidas which has delivered high-quality products regarding football and its accessories has competition from other organisations such as Foot Locker, Reebok, New Balance, Puma, Kappa, Nike etc (Interbrand, 2022). So people may buy the products from competitors when can provide low-cost quality products to the customers. It can also happen when the income of the customers goes down. In the case of Adidas’s football kits, most of the products are regarded as luxury products and that is another reason peoples changes their brands regarding the price of the products and the income of the customers. 
[bookmark: _Toc123827251]Recommended pricing policies 
A price refers to the value that is placed on a product or service, and it is the consequence of an intricate series of calculations, study and knowledge, and the capacity to take risks. A pricing policy may be thought of as either a model or a strategy that is used to determine the most appropriate price for a product or service (Armstrong et al., 2023). It is beneficial for a corporation to determine pricing in order to optimise profits and shareholder value while also taking into consideration the demand from customers and the market. When determining prices, businesses look at a number of factors, including customer demographics, their capacity to pay, current market circumstances, the activities of their competitors, trade margins, and input costs. It is aimed at the specific clients that have been specified as well as rivals (Grewal & Levy, 2022). A company may choose to implement either a single price strategy or many pricing policies all at once.
Adidas is one of the world's most well-known companies, and it dominates the market for athletic footwear and gear at the present time. When it comes to price, Adidas has always adopted one of two techniques: the competitive pricing strategy or the skimming pricing approach (Edrawsoft, 2023). Both of these strategies are described here. When it comes to its regular items, the company offers competitive pricing by factoring in the prices offered by other brands such as Nike and Puma. When Adidas releases a cutting-edge product that is more sophisticated than what its rivals provide, the company implements the skimming price strategy in order to increase sales. As a general rule, Adidas caters to high-end clientele who are more than prepared to pay for quality; as a result, the pricing of Adidas items is often on the more expensive side. The items' hefty price tags are commensurate with the high standard of quality they maintain. However, these high costs also serve another function, which is to provide clients of higher socioeconomic status with the certainty that the product of whom they are making a purchase is, in fact, of good quality.
Therefore, this firm is able to employ skimming pricing for the majority of the things it sells, particularly football accessories. According to this tactic, a high price will be charged for a product until such time as the competition allows, following which prices may be lowered (Birkinshaw, 2014). The goal is to recoup as much money as possible before the product or market area begins to draw more rivals which will drive down earnings for everyone involved. Because by lowering their prices, they may quickly gain an advantage over their rivals and raise the amount of revenue they get from sales. Because Adidas has such a significant market value and is so well-liked by its clientele, it is able to effectively implement this approach. In addition to this, it is a sponsor of the majority of worldwide football competitions, as well as individual clubs and players.

[bookmark: _Toc123827252]Conclusion 
In summary, the use of management economics and related factors can help an organisation to make proper information at the right time. This report has shown the application and evaluation of various management economics factors to show their impact on the demand for a product. 
Here Adidas was selected as the case study organisation and the football accessories have been selected as the product to show the impact of various factors on the company. Finally, the pricing policies of Adidas have also been evaluated in this report. 
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