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1.INTRODUCTION
    Cadbury is one of the largest confectionery brands in the world. The company was founded in 1824 year, by John Cadbury, in Birmingham, England. In 1905 year was introduced by George Junior, Dairy Milk Chocolate which is the best-selling product and nowadays. From 2010 year, Cadbury is fully owned by Mondelez International. The top three market of Cadbury’s are United Kingdom, Australia and India, and the products are available in more than thirty countries. Cadbury’s products range are in three categories – chocolate, candy and gym. In the chocolate products with 40% of manufactured production is Cadbury Dairy Milk chocolate. Launched more than two hundred years ago is still the largest brand, with growth in sales every year. The company runs in competitive monopolistic market and the company have the control over the prices. The competition in this industry is high, each firm set own pricing policy, and there is no collusion between them. Cadbury have brand and product identity and differentiation, which made the company the second largest over the world. In the competitive monopolistic market, Cadbury is with established logo of the brand and using mass advertising. In confectionery market are so many identical products, the difference is only the taste. The consumers cannot taste all of them and advertising is the way to attract more consumers, who will be loyal to the brand. The effort and expenses in advertising are to reach the goal of product differentiation, and when is achieved the curve of demand will shift towards and will become less elastic. 
2. DEMAND FACTORS 
      Demand is defined as the quantity of goods that consumers are willing and able to buy at a given price per period. Businesses use demand to figure out the amount that consumers have for their product. If the estimations are wrong that can cause lost in sales or leftover inventory if demand is overestimated. There are several factors that affecting the demand of Cadbury Dairy Milk Chocolate. 
2.1. FACTORS THAT AFFECT CADBURY DEMAND  
·  Income of the consumers affect the demand of Cadbury chocolate, if the consumer income is increased the demand will shift to right. The consumer will have more money to spend and instead of buying one chocolate, after increase can be able to buy five or six chocolate bars. There is positive relationship between product demand and consumer income. 
· Population and age group is another determinant that affect Cadbury demand. Chocolate bars do not have certain age group and in this case demand is constant. If there is increasing of population, demand will be shift rightwards, there will be more buyers. Opposite effect will be if population decreases, then the demand will shift leftwards. 
· Consumer’s preference and taste also influence the demand of Cadbury chocolate. According to Statista, the classic Cadbury Dairy Milk Chocolate is still the preferred taste from the consumers. In the figure below are shown the number of users in United Kingdom from 2018 to 2020 year. 

[image: ]

Fig. 1. Cadbury products – number of users in UK from 2018 to 2020 year (source: Statista) 

From the figure can be seen that with every year the consumption of Cadbury Dairy Milk Chocolate is rising, the reason is the classic rich taste and that keep customers to do not shift to another product. In this case have positive impact on demand, but there is another factor that can affect the demand of Cadbury Chocolate. After the Covid-19 Pandemic, consumers want tastier and healthier products, and at the same time to care about the environment. Consumers want the same taste but with less sugar, organic and plant-based products. Cadbury follow the trend and in 2021 year was announced the new Cadbury Plant Bar. In the future is possible that consumer will shift to this products and demand for traditional chocolate will shift leftwards. In the figure below is shown the rising demand for alternative milk chocolate – vegan products. 
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Fig.2 Increasing demand for milk chocolate alternatives (Source: Abillion) 
· Expected price is another factor that affect demand. If consumers expect the price of chocolate to decrease in the future, the current demand will fell. The consumers will stop buying the chocolate and wait until the price is drop. The opposite will happen if the consumers expect the prise to rice, the demand will increase, and they will buy more before the price is changed. 
· Another determinant to demand is price of complementary goods. The chocolate bar is made from sugar, milk, cocoa powder and beans, if the price of them is higher that will not affect the demand for Cadbury Dairy Milk Chocolate bar. One of the reasons is the brand loyalty and the brand is referred to normal goods. The demand will be affected if the price is so high to consumers, and they will switch to alternatives products, such as candy bars. In the current inflation and the increasing cost for ingredients, Cadbury does not change the price, only change the size of the chocolate bar to keep the demand and profit at the same level. 
· The price of substitutes also affects demand of Cadbury Chocolate. In this industry the competition is high, there are so many assorted brands and variety of chocolate products. The main competitors for Cadbury are Nestle, Ferrero Rocher, Lindt etc. To be increased the demand for Cadbury Dairy Milk Chocolate, the price of the competitors must be increased. In case that competitors have lower price, the demand for Cadbury chocolate will be not affected, the main reason is the loyal consumers to the brand and taste. Here the factor of consumer preferences and taste play vital role to the demand. In the figure below is shown the taste preference of consumers, between Nestle and Cadbury Chocolates. 
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Fig.3 Preference and reasons for brand (Source: Dr. Shrivastava) 

From the figure can be seen that the price is not huge factor of the preferences of the consumers, more important is the taste. 

3. PRICE ELASTICITY OF DEMAND 
     Price elasticity measures the responsiveness of a good’s sales to change in its price (Samuelson & Marks, 2014). The knowledge of a good’s price elasticity allows businesses to predict the changes on unit sales and what will be the impact. Also, price elasticity navigates the businesses how to take pricing decisions for profit-maximizing. 
   There are certain factors that control price elasticity. Substitutes is one the factor that affect Cadbury, if on the market are more substitutes, the price elasticity of demand will be more elastic. In case that there are no substitutes for chocolate bars, the price will be inelastic, because there are no other alternatives for the consumer to switch. For example, Cadbury Dairy Milk Bar price is increased, and the price of Nestle Milk Chocolate Bar is decreased, the consumer will prefer Nestle, although the loyalty of Cadbury brand. In this case the demand for Cadbury is elastic.
  Another factor in price elasticity is time. For example, when new product is released to the market, there are not any substitutes, and occurs inelastic price elasticity. But, in long term, on the market will be more substitutes, then the consumer will have the opportunity to switch to another brand, if the price rises. In long term will be more inelastic. 

The current price of Cadbury Dairy Milk Chocolate Bar 180gr is £1.80, but if the price increase to £2.10, the demand will decrease in short run, but in long turn will be not affected, then the price for the chocolate bar is less inelastic. 
  The market that Cadbury runs is monopolistic competitive market, and that also affect the price elasticity of demand. For example, if the cost of Dairy Milk in 2020 year is £1.30, and the cost is £1.60 in 2022 year, the demand will be elastic for long time of period. The reason is that the quality and quantity will be the same, and if the competition does not change the price, quality or taste, then the demand for Dairy Milk will decrease. 
3.1 INCOME ELASTICITY OF DEMAND 
     Income elasticity influence the change in demand curve. When consumers income decreases quantity of demand decrease, and opposite when income increases demand quantity increases. Cadbury Dairy Milk might become inferior good for some consumers, when is on the market at low price. When the income is higher, the consumer can switch to more luxury chocolates, such as Lindt and Ferrero Rocher, rather than Dairy Milk. When the income is decreased the consumer will be back to Dairy Milk, because of the affordable price. 
3.2 CROSS-PRICE ELASTICITY OF DEMAND FOR SUBSTITUTION GOODS
        Cross-price elasticity estimate the consumer responsiveness of one good to the change in price of another. If the goods are substitutes and one increase the price, consumers will buy more from the other one. For example, if Nestle Chocolate Bar increase the price from £1.80 to £2.10, demand for Dairy Milk will increase quantity from 120 to 200 units. 
3.3 CROSS-PPRICE ELASTICITY FOR COMPLEMENTARY GOODS 
      Complements and substitutes affect the price change when the price of linked goods change. For example, if there is higher price for milk, sugar, cocoa beans or packaging materials, there will be increase in production costs, and that will lead to increased price of chocolate bar. Cadbury reducing only the size of Dairy Milk to keep the price and demand the same. If Cadbury, decide to change the price the demand will stay constant, because Dairy Milk is referred as normal good. 

4. PRICING STRATEGY 
      Cadbury have market power and the pricing strategy should be correctly adopted in monopolistic competitive market. In the current situation with extremely rising costs of coca, sugar, fuel and electricity, Cadbury need to improve the efficiency of its business. The pricing strategies that should be used by Cadbury are:
· [bookmark: _Int_7TKnLif8]Block pricing is a pricing strategy in which identical products are packaged together to enhance profit by forcing customers to make an all-or-none decision to purchase (Baye & Prince, 2016). This pricing will provide to Cadbury consumers to pay the full price for a pack of three chocolate bars. For example, if the price of one bar is £1.80, and the price pack of three bars is £4.50, the consumers will find in them interest to buy it. With this strategy, the consumer will pay the full amount of the three chocolates, because for the brand is cheaper to produce the pack of three, than one single bar. Cadbury will earn more, and at the same time will reduce the costs.
· Peak-load pricing is another strategy in which higher prices are charged during peak periods, than during peak-off periods. Cadbury can use this strategy when demand is higher, for example during Easter, Halloween and Christmas. During this festive period, the consumers are willing to pay higher price and that will increase the profits of Cadbury.
· Inducing Brand Loyalty, with this strategy Cadbury will reduce the number of consumers who will switch to another brand, if the price is lower. With mass advertising campaigns, the brand will be able to make consumers to believe that there is not better chocolate bar on the market. With this strategy the consumers will remain loyal even on higher prices. 

5. CONCLUSION AND RECOMMENDATIONS 
[bookmark: _Int_0eEVXCTA][bookmark: _Int_V0NDVWhl][bookmark: _Int_jAnWxlD2]     In conclusion can be observed that Cadbury is powerful in the confectionery industry. The success is behind excellent reputation, quality, taste and affordable price. The price is the key because every consumer can afford a Dairy Milk Chocolate Bar. The price of Dairy Milk is according to the competition price and should remain the same or less than competitor's price. Brand image also playing vital role of the high demand of the chocolate bar because consumers are loyal to the brand. Cadbury using different economic factors to impact the demand of the chocolate bar in positive way. Factors, such as price, consumer preferences, population and income. The brand is on the market in more than thirty countries, for that should be used different pricing strategies. This analysis is for Dairy Milk Chocolate Bar, but the brand needs to offer more varieties, not to rely only on one product. The new trend for plant-based chocolate should be taken under consideration, there is a risk of consumers to shift. For that is important the brand to approach in new innovative ways this sector, to stand out and separate from the competition. The brand needs to concentrate to attract more from younger age group consumers, for example with different schemes or presents, when chocolate bar is purchased. In this modern world, consumer need something new to be attracted, that can be achieved if the packaging is changed in new modern style. The analysis presents the concept of how Cadbury can continue to be the first choice of chocolate bar in the industry. To remain this powerful brand, they need to be more innovative and to react fast to the new products from the competition on the market. 
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