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Importance of International Trade for PepsiCo
Being on the international markets brings benefits to the organizations in several aspects, including higher profits, stronger brand, and international prestige. Having Coca Cola as its general rival, PepsiCo has to keep up with its expansion. The main factors for international expansion are saturation on the home market, reduced opportunities on the home market, and growing opportunities on the international markets. 
An international strategy PepsiCo must adopt to expand as quickly as it can in emerging markets, considering local tastes in emerging markets
In order to move in the new market the company has to first make their researches and analysis, like the PESTLE analysis, the SWOT analysis and the Porter’s diamond model. 
PESTLE stands for Political, Economic, Social, Technological, Legal and Environmental factors. It is very important to have all these factors in mind before moving into a new market. For example, in their African markets, where there is no infrastructure, the Coca Cola distributors are transporting the bottles by the means of the local boats, because otherwise they have no chance to deliver the Coca Cola to their customers. It is also important to adjust the drink under the national taste, e.g. the sweetness of the beverage. And there have to be made compromises, like, for example, Coca Cola had allowed in Bulgaria during the communist times that their name be written in Cyrillic alphabet.
The SWOT (Strengths, Weaknesses, Opportunities, and Threats) analysis is also an important one. It shows the company where it stands, and what exact opportunities and threats lie ahead. 
And Porter’s Diamond Model is the preferred tool when comparing the competitiveness of a country. It is often the case that the new market be followed by a production facility. The Porter’s Diamond model can give PepsiCo the idea if there are sufficient conditions for such a move.
Porter’s theory takes into account four conditions: 
1. Factor conditions – related to the infrastructure and the capabilities of the company to perform its activities
2. Demand conditions – the demand in the international market is another factor that plays a big role in the competitiveness of a country. Porter argues that it is not only the demand size that matters, but also the sophistication of the buyers in the country (Smith, 2010).
3. Firm strategy, structure and rivalry – the company structure and strategy strongly rely on the environment in the given country, and there are systematic differences between the way companies compete in one and the same sector in two different countries (Smith, 2010).
4. Related and support industries – I will pass a straight example here – in Turkey, Tuborg, Coca Cola, Pepsi, Stella Artuis, Mirinda and many other brands are produced by one and the same company.
Having made all these analyses, PepsiCo can build their strategy of entering the new international markets.

Using examples of two products, explain Elasticity of Demand
Elasticity of demand is the responsiveness of the demand to price changes.
In this sense products are elastic and inelastic, i.e. if the price of a certain product drops, then the demand should grow. This defines a price-elastic product. And, when, on the contrary, the price rises, the demand drops. The price-inelastic product is defined by no change in the demand when price fluctuations.
A typical example of a price-inelastic product in the short term is the crude oil (Cooper, 2003).
A price elastic product on the other hand is Lexus with their sports car from the end of the 2000’s. the model was initiated in 8 years before the start of production and was an absolute perfection in technical and dynamical sense, but it was at a price of £250 000 and therefore the demand was diverted to brands like Astom Martin and Porshe.
(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. – 20 marks [LO4]
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