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Introduction 
Customers make buying decisions with a lot of various dynamic market environment considerations. The purchase decisions are made from an enormous number of products as well as closely competing for brands, the influence of various diverse market programs among other considerations. In many cases, buyers are mostly affected by experience or context of the previous purchases, the product ownership as well as usage. With so many diversity influencing the purchase decision, the demand of a product, directly and indirectly, depending on a variety of many things such as past and present market efforts, another product comparison (Andreyeva, 2010).  In a situation where a product has several substitutes, customers find it even harder to make a purchase decision. However, in such context, most of the buyers are driven by price at which selling is offering the products. Product substitutability has been a significant case of the elasticity of demand in the market (Andreyeva et al., 2011). In most case, when one company is offering many substitutes which means, that when the company lowers the price on one product will cause an increase in the sales of another product.

In a context when company product face stiff competition from rival companies or competitors, when the price of one product of a particular product or product categories is changed downwards, the market reaction would be that, affected company will consequently change their price in response to the market changes. This relates to what economic theories emphasizes that the static demand effects related to other products since substitutes are all defined in terms of the extracted cross- the elasticity measures (Andreyeva, 2010). The objective of this report is, therefore, to evaluate the demand price elasticity for a coca cola product. The price elasticity reached after evaluation of the price of substitute products which are sold at a nearby location. The substitutes products used include Pepsi, Red bull and Tropicana. The report evaluates the price and quality information of all the identified products at various locations.

Section 1:

Relative Price Comparison

Table 1.0 relative price information 

	location
	Pepsi ( substitute 1)
	Coca cola 
	Tropicana (substitute 2) 
	Red bull ( substitute 3)

	Alternative store P  50 meters from store C
	Pepsi @ $2 p/l.
	Pepsi @ $3 p/l.
	Tropicana @ $1.80 
	Red bull @ $2 p/l

	C ( coca cola) store
	Pepsi @ $3 p/l.
	Pepsi @ $3 p/l.
	Tropicana @ $3
	Red bull @ $3 p/l

	Alternative store T. 50 meters from store 
	Pepsi @ $2 p/l.
	N/A
	Tropicana @ $2.0
	Red bull @ $2 p/l

	Alternative store R  50 meters  C
	Pepsi @ $2 p/l.
	Pepsi @ $3 p/l.
	Tropicana @ $2.0 
	N/A.


This table presents the price of various substitutes’ products to Coca-cola, and the price is relative to the main product choose which in our case Coca-cola. The objective is to evaluate the demand price elasticity each product in a specific store located in the same locality based on the changes in the price of substitute in the market. Price elasticity of demand objective is to measure the responsiveness of the demand changes when a substitute product change the price (Andreyeva et al., 2011). Through such analysis, we determine the factor which affects the demand elasticity and determines why such economic concept is fundamental for business when setting the price. However, this is essential for products with specific or operating in all most the same line of products, and whose meet the same utility of function. In our case, all these products are quencher hence suitable substitutes for coca cola drinks (Tellis, 2018).

As mentioned in the early part of the discussion, the price of a product is affected by many parameters. These parameters some times are controlled by market forces of the demand and supply. I shift in the price of the product will cause a direct reaction by competitors who adjust their prices accordingly. Hence the company needs to ensure that, it keep informed on the price change to react to it accordingly. The price change affects the demand for a product as well as the substitute (Tellis, 2018). However, some companies use pricing psychology which creates the various ways in which the company product is priced.

Section 2 Analysis

This section describes the quality as well as the characteristics of the Coca Cola product and then comparing with the substitute products. The objective is to determine how these quality difference may be reflected in the prices differences. It will also help in determining the price elasticity estimates for the chosen product Coca-cola.

The company makes a wide range of products across the globe all which serve the same purpose of quenching thirst. The coke drink is prepared by mixing various materials. First, the company purchase syrups and concentrate from the TCCC as well as other licensors to manufacture products (Tellis, 2018). It also buys the sweeteners, juices, mineral waters as well as other finished product which include carbon dioxide, fuel, the plastics as well as glass and aluminum all these used as packaging materials. The coke product is made with the syrup and sweetener all which make it have great taste and preserved with carbon dioxide to ensure it stay well for a long period.

On the other hand, Pepsi is a vital substitute of the coca cola company which is a carbonated soft drink PepsiCo produces it. Some of the products or preferably materials used in the production of pepsin include liquid sweetener, food products, and preservatives. To ensure end quality is achieved, PepsiCo focuses much on ingredient delivery. For example, the flavor concentrates are transported from special Cola manufacturing plant in heavy trucks, in airtight containers (Tellis, 2018). The liquid sweetener is shipped in individual tanks. And all the ingredients, as well as food products, are stored in clean, sanitary areas as well as items which require refrigeration are used and kept in temperature controlled rooms. The quality management process of Pepsi is long and elaborate all designed to give a quality product at the end of the manufacturing.

The other two products competing or rather used as substitutes for coca cola include the red bull as well as the Tropicana. Red Bull is an energy drink and is a functional beverage made up of the following ingredients. It is made up of caffeine. The caffeine is well known for stimulating effects on the body as well as in mind making it demand very high.  Red bull also contains ingredient such as Taurine, the B-group vitamins, sugar syrup as well as Alpine water (Hughes et al. 2016). The quality composition of these products are very high in that; it is much liked by most of the consumers. Despite the high quality, it is offered at an affordable price, slightly lower competitors in some localities. The third substitute for coca cola drink is the Tropicana products and more so the Tropicana orange juice. This product is made up if original orange juice which is filtered water as well as concentrated orange juice as well as the natural flavors.  The product has no ingredients in the regular orange juice. It has an excellent source of calcium as well as vitamin and contains pure filtered water (Hughes et al. 2016). It contains vitamin C which is obtained in the real food, and it is not as a fortified ingredient. This is essential for the customer because he or she is assured that he is getting hundreds of additional nutrients from the food ingredients. It is therefore essential to mention that the quality differences are reflected on the price. However, the high-quality drinks or substitutes such as Pepsi and Tropicana do not charge high since they focus on the quality leadership as well as a cost leadership strategy to ensure they can compete in the market

Quality differences affect the price which a company offers its products, and this eventually affects the price elasticity. The ratio between the price changes as well as the product unit demanded in the market is what is referred to as price elasticity. Hence, as the other companies or substitutes lower their prices in different stores, coca cola has to respond accordingly since the demand for its product is affected. Unless the demand does not or the price action is too little to change consumer buying decision (Andreyeva et al., 2011). The percent change in the quantity over the percentage change in price would provide elastic demand. Key players experience this impact, and as such, they have to adjust accordingly either by increasing or lowering prices.  An increase in price means, the demand or effect of the price change cause a positive impact on the substitutes. Also, we have seen how the company present its quality affect the price at which the product will be offered in the market. However, despite substitute having high quality than coca cola, the latter enjoy high customer base as well as extensive market share due to its substantial financial muscle which enables it to market its products through long distribution chain (Andreyeva et al., 2011).

Conclusion

This part provides a summary of the findings and gives a conclusion of the relative qualitative price elasticity of the demand of the original product, in our case coca cola. First, the three substitutes are located close to each other with a distance of 50 meters away. Therefore customers at premise do not feel the distance cost since it is just a walking distance. Consequently, a change in the price of a substitute must directly or indirectly affect the sales of coca cola products (Andreyeva et al., 2011). For example, with the unit change of the price for Pepsi, both Red bull and Tropicana have to either increase or decrease the price. If one substitute lowers the price, then others will accordingly lower their unit price per product. An increase in the cost per unit of a substitute product will cause an increase in the cost of other products. However, for the coca cola which is an established brand, with a long history and sound market base, its products are not affected by a slight change in the market prices of substitutes. The demand for coca cola product is somewhat inelastic, and price change rarely causes any impact.
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