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Coca- Cola, as a producer of soft drinks is among the world’s top producers of the beverage products. It’s red and white logo is well recognized in over 90% of the population. Annually, different companies have their own methods of conducting the financial and economic analysis. Coca-Cola and its logo and brand name have been a recipe for success. This paper will analyze the market for Coca-Cola and identify supply and demand issues.  
Coca- Cola didn’t begin as the giant that it is today; it wasn’t even started by a company that made drinks for consumers. A pharmacist by the name of, Dr. John S. Pemberton was looking for a way to make a name for himself and have some commercial success. Dr. Pemberton has tried to create medicine for pharmacies, but none have ever made him any money. Dr Pemberton moved to Atlanta where he decided to try and jump into the beverage business.  It was in 1886 where he finally completed his formula and began selling the fountain soda. Without knowing how to advertise, Frank Robinson who was Dr Pemberton’s partner and bookkeeper, was the man credited with creating their slogan and the infamous Coca-Cola script.
In the year 1888 prior to the death of Dr. Pemberton’s,  portions of the Coca- Cola company were sold to various businessmen, with the largest portion going to an Atlanta businessman name Asa Candler, who really rescued the business and eventually became the sole owner in 1891. Candler had the idea to have salesmen hand out coupons to taste the beverage knowing that if people would taste it, they would then buy it. In 1894, Joseph Biedenharn who was a business owner set up bottling equipment at the back of his Mississippi soda fountain and became the first person to bottle the beverage. In 1899 after three businessmen (Benjamin Thomas, Joseph Whitehead, and John Lupton) from Chattanooga noticed the bottling equipment, they acquired the rights to produce, distribute and sell Coca- Cola (Coca-Cola History, 2018).
Under the supervision of Mr. Candler, he expanded the company beyond the borders of Atlanta. The Company dominates the international markets as it operates in more than 200 countries in Europe, Asia Pacific, North America, Latin America, Africa and the Middle East. As an American based company, Coca- Cola engages in the manufacture, distribution and marketing of soft drinks and mineral water.
	The demand of the Company’s products is currently declining in the U.S. Besides the obvious of having competition in this market, the other threat to Coca-Cola is the awareness to live a healthier lifestyle. With the many adopting this culture, customers are choosing to drink beverages which are limited in terms of natural or artificial sweetness. Despite the fact that the Company’s net revenue deteriorated by 20% in the last four months of the previous year, Coca- Cola is putting in place innovative tactics to incarceration the attention of their consumers (The Coca-Cola Company, 2018). The introduction of their new diet soda line, sport drinks, natural juices like Simply juice line, and Dasani water, are drinks that entice to millennials in addition to those who mind about a healthy lifestyle. 

The supply and demand conditions
The Coca-Cola Company is among many of the firms in the United States that have targeted countries that have a high potential for economic development. The Company exhibits different demand patterns when goods are sold in different volumes. Often, the changing market conditions can influence demand patterns and can effectively change staple productions into various categories of products that are purchased in different forms. One unique strength that Coca-Cola Company has is that the company is the world's largest beverage distributor.  The company creates demands throughout consumer and brand marketing. In the year 2014, 2013, and, 2012, the company sold 28.6 billion, 28.2 billion, and 27.7 billion unit cases of products (Ameen Abdullah, 2015). Coke has also adopted its product range with the aim of maximizing sales in different countries. Moreover, in reacting to consumer demand, the company has made great moves towards healthier options such as Coke Zero.    
Considering the US market which counts for $28 billion annually, the consumption of soft drinks especially sweeten drinks par capital is decreasing per year, the consumption of soft drinks reduced to 41.4 gallons in 2014 from a value of 46.5 in 2010.
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Fig2: Consumption of Soft drinks in the U.S. per capita
Since the consumption of soft drink is declining in the past few years because of increased emphasis on healthy nutrition and non-sweeten drinks, Coke Company continue divining in a different direction. The Coca-Cola Zero campaign launched in 2005 was a step towards a different healthy alternative. The Coca-Cola Bottling Company Consolidation also strategized by cutting inventory, reducing stakeouts and improving customer services, and by reducing large-scale capital investments in warehouses. Through increasing production visibility and operations plans and regularly updating forecasts based on new demand information, the company prevented the expenditure of $50 million on warehouses. 
Price elasticity of demand
Price elasticity is a significant model because incase demand is elastic; there is an increase in sale price which leads to a reduction in total revenue for every producer. The price elasticity of supply calculates the consumer responsiveness of supplied amount to change in value. The price alacrity of demand for Coca-Cola are flexible in that, elasticity value is greater than one, and as a result, a change in price can result in a consistently larger change in demand. In general, products with price elasticity of demand greater than 1 have elastic demand. Price elasticity of demand is partly explained through the availability of close substitutes (Guerrero-López et al., 2017). Besides, the price elasticity of demands depends on how the class of product is narrowly defined. The demand for Coca-Cola, for instance, is more price elastic than the demand for soft drinks in general. Therefore, when the demand for Coca-Cola increases, consumers can switch to a different product.   
Price elasticity of demand also depends on consumer responsiveness to price changes. In case a product has many good alternatives, consumers tend to be more sensitive to changes in price. For instance, if carbonated drinks have several close substitutes it takes a firm consumer loyalty in a specific brand to keep consumer demand high in the soft drink marketplace when the price of the brand is deliberately lowered: the price elasticity of demand for Coca-Cola has been estimated to be 3.8 (Grasset, 2015). Products that have several close substitutes, demand is highly elastic. Innovative pricing such as customized pricing alters the demand curve and the company must ensure the supply chain function is kept in the decision-making loop to for the supply chain is geared to handle the altered demand cure cost-effectively. 
Costs of Production
Coca Cola’s operating expenses depend on the degree to which either the fixed or variable costs fluctuate with the given time. If there is the necessity to project about the operating costs of a Company, major heads of the Company should be put in place. 
The Coast structure of Coca-Cola includes the variable costs, sunk costs and to some extent, the fixed costs. In order for the Company to increase on its floor area covered with business, there is the need to spend large sums of money, which is included in the fixed costs. Coca-Cola has spent a lot of money on various expenses such as buying of land premises or renting of place to operate. Expenses associated with such attempts are not limited to licensing fees, insurance premiums and property tax. Other costs associated with production also include electricity charges, gas and water charges. 
The Sunk coasts can also not be avoided by Coca-Cola. Rent on equipment, machinery and charges meant for renovations and services all are totaled to expenses. On the other hand, variable costs are those which vary directly with the production rates of the Company. In the other perspective, such costs vary depending on the demand of the products from the Company. Packaging materials (both plastic and glasses) all fall under this sub-category. 
The Coca cola’s trends in terms of variable costs have been rising since 2010 due to the rise in the demand of products from the Company (Tanwar, 2013). Products from the Company are so unique and of high quality making it possible to grab the current market shares in terms of sales, when compared to other competitors, which are Pepsi, Red bull and Fanta. 
Coca-Cola faces many variable costs associated with labor charges, usually paid in terms of wages (Miller, 1998). Most of the costs of soft drink owners are usually fixed, implying the small range of the variable costs. Most of the time, variable costs dictate about the marginal cost of production, for instance, the higher the cost, the higher the marginal cost of production.
Based on the Financial Report of the Company, the following heads of fixed costs were evident since the Company is more of a capital-intensive. 
	Item
	Fixed Costs in 2014 (in ‘000 Dollars)
	Low Fixed Cost in 2014 (in ‘000 Dollars)

	Variable Cost
	28 800
	57 600

	Fixed Cost
	36 200
	7 400

	Total Cost
	65 000
	65 000


As indicated by numbers in the context above, there is an optimum production point for the Company where the marginal cost of production is equivalent to the marginal revenue earned during the same period as demonstrated in the graph below. 


Overall market
The market structure of Coca-Cola and its close competitors is a Oligopolistic market competition structure due to the presence some other small producers as discussed in the context above. The reason behind this is the fact that products from companies such as Pepsi, Fanta and Red bull are different in several parameters. Owing to this, there is a high competition in the market faced by Coca-Cola posed by more than eleven producers of soft drinks. To overcome such threats, coca cola is introducing new innovative ideas and products which are meant to attract more consumers. The recent product introduced in the market was that of "Coca-Cola zero sugar" which certainly attracted many people across the globe. Given that people are easily attracted by good quality, there has always been the need not to compromise about tastes and preferences. The pricing technics used by the Company has also assisted the company to remain viable in the market and this is one of the barriers that have made it difficult for other companies to succeed in the market. 
Statistical facts indicate that since 2012, Coca-Cola has been dominating the market due to the ability to provide high-quality products which meet consumers' demands. In 2015, the carbonated drink controlled the market at 48.6% with a global estimate of $ 341.6 Billion dollars (Tanwar, 2013). 
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The major reason for the continued dominance of Coca-Cola in the market is because of the high capital investment involved in the production of soft drinks. 


The Beverage Companies Market Share and sales
 
Diagrammatically, it is quite evident that Coca-Cola has great market dominance when compared to its close competitors. 
Recommendations
Through the synthesis of the Company’s data, it was established that the average cost of production is about $ 2.3 Billion. The current strategy which the Company is to use correlates to the capacity to convince people that its product is of high quality and cannot like those of the other brands. Consequently, the Company should spend more money on advertising of its products through the media (Dawar, 2013). For future production, the company should not only just rely on the use of the News media, such as Television and the radio in the advertisements. Trade shows, demonstrations and personal selling should be incorporated to reach more people in more local parts of the world. Additionally, the cable network and social media should not be left behind. Currently, research indicates that Facebook is one of the social media which has many users, reaching 4 billion people. The Company should strategize and put more investment in advertisement through the social media. 
This implies that Coca-Cola should be ready to spend more money on advertising expenditures. Adoption of advertisements will assist in educating customers about the need to spend their premium income to purchase the products and not those from such companies as Fanta and Pepsi. Close competitors of Coca-Cola spend extremely huge finances on advertisements, which is roughly $ 42 million (in total) than Coca-Cola. On average, Pepsi spends more than $ 120 million while Fanta more than $ 80 million per annum (Tanwar, 2013). Finally, given that the demand trends are always on fluctuation, similar to the elasticity of prices and demand for the products, the Company should prioritize the process of launching of new products in the market (Pendergrast, 2013). This can be made possible only if the Company opens up new brands in developing economies so as to enable many people to familiarize with the products. 
Coca-Cola operates in an Elastic market, meaning that any change in price results in volatility of demand. Owing to this fact, the Company can only sustain its success by decreasing prices of its beverages. As Pendergrast (2013) argue, the demand for soda is very elastic in nature. Increase in price of the products will result in reduced demand and vice versa. To ensure that the profitability margin is retained or increased, reduction of prices is not an excuse for the Company. 
In order for Coca- cola to remain competitive in the market following the entrance of some other companies, it is quite critical that the company should engage in increasing awareness among consumers about its products. Revamping of its juice manufacturing and engaging in serious marketing campaigns as mentioned should not be an excuse. Huge investment should be made in advertising campaigns. Other long-term campaigns should also involve modernization of equipment, expansion of the existing capacity in order to meet the current increase in consumer demands and partnering with fruit and vegetable famers in various parts of the world in its quest to increase its production output. Therefore, the research recommends that Coca-Cola should intensify its marketing campaigns on its products in order to create awareness among consumers concerning the existence of its products. In all these endeavors, the Company should also lobby for better legislation. 
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Coca-Cola's Financial Data, 4-Year Trend
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