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Nowadays, companies have to look at what would be best for them when it comes to making products.  Companies have many options of what to do with their resources.  One company that has looked at opportunity costs, scarcity, supply shifter, and consumer choice is Pepsi Cola.  This company recently announced that it is going to be producing a new drink called Caleb's Kola and also making Pepsi products with more natural ingredients (Choi, 2014).  This paper will review this article and then associate it with course concepts from the microeconomics class at American Public University System.

 This article covers what both Coca-Cola and Pepsi Cola are doing to win back customers that have decided that they want products that are authentic and made with natural ingredients (Choi, 2014).  Choi (2014) noted that Pepsi and Coca-Cola “are planning wider launches of their namesake sodas made with sugar and stevia, a natural sweetener that has no calories.” (para. 8). The Pepsi product that is made this way is named “Pepsi True” (Choi, 2014, para. 8). Pepsi Cola has decided to limit the release of a new drink called “Caleb’s Kola”, which is considered a craft soda (Choi, 2014, para. 9). The plan for Pepsi, is to eventually sell the new soda nationwide and to other retailers (Choi, 2014). Choi (2014) went on to say that Pepsi Cola making this new drink is “the sign of soda giants trying new strategies to win back customers” (para. 6).  In other words, this article covers what Pepsi Cola is doing to win back customers. Customers that have either stopped drinking sodas for healthier reasons or have switched to drinking other brands. 

The question then comes up to how this fits in with a microeconomics class?  This article shows what a company is doing to stay relevant by looking at opportunity cost, scarcity, supply shifter, and consumer choice.  In order to show how this fits into each of these, one needs to have an understanding of each of those terms.  The first term, is opportunity cost.  Rittenberg & Tregarthen (2009) defined opportunity cost as “the value of the best alternative forgone in making any choice” (p. 9).  The way that opportunity cost is relevant to this article is that Pepsi Cola had to give up an alternative to change ingredients in their products. They also had to give up on other alternatives to come out with Caleb’s Kola.  Pepsi Cola could have easily chose an alternative of making their product the same as they have been making it for years, or have decided an alternative beverage to produce than Caleb’s Kola.  Instead, they chose the opportunity cost of changing ingredients and also making a new product called Caleb’s Kola.  So, the opportunity cost is the value of the other products that they are not going to make the same or not make completely since Caleb’s Kola was chosen as the new item to be released.    

The next term that is going to be looked at is scarce resource.  Rittenberg & Tregarthen (2009) found that a scarce resource is “a good for which the choice of one alternative requires that another be given up” (p. 8).  The way that this article is relevant to a scarce item is because Pepsi Cola had to determine what to do with their resources.  Pepsi Cola could have easily kept making the same products and not use their resources to make a new product or to change ingredients in existing products.  However, they determined that they should use their scarce resources to make a new product called Caleb’s Kola.  This means that they put all their resources into making the new drink and gave up other options to make this product. 

By pulling their resources into making a new drink, Pepsi looked at supply shifter.  Rittenberg & Tregarthen (2009) found that a supply shifter is “a variable that can change the quantity of a good or service supplied at each price” (p. 68).  The way that this article is relevant to that of a supply shifter is simple.  One can conclude that Pepsi Cola has decided to move some of their resources and change the amount of how much the regular Pepsi Cola is going to be produced in order to produce Pepsi True.  The new Pepsi True made with different types of sweetener may affect how much of the regular Pepsi that is going to be sold.  Also, it can also be concluded that Pepsi may need to change the cost of Pepsi products because of the resources they used. This leads us into our next term that is relevant to this article which is demand and supply.  One can conclude that any time a new product is released or changes made to the sweetener, it will affect the demand and supply of existing products.  PepsiCo Incorporated (2009) stated in an announcement a notice to shareholders that “demand for [Pepsi] products may be adversely affected by changes in consumer preferences and taste or we are unable to innovate or market our products effectively” (para. 1).   Pepsi is anticipating a change in the demand and supply of certain products. They have decided to change ingredients and create new products to meet the new demands of their customers and to retain new customers in the drink market. Pepsi understands that this change can cause the demand and supply to change.

The changing of demand and supply of Pepsi products goes hand and hand with consumer choice.  Consumer choice can be referred to as “the decisions that consumers make with regard to products and services” (Kahn, 2012).  Kahn (2012) pointed out that consumer choice is when “we examine how consumers decide which products to purchase or consume over time.”  In the article that was reviewed, Choi (2014) pointed out “that people in their 20s and 30s in particular are particularly drawn to products they feel are authentic” (para. 9).  Pepsi has gathered information into what consumers are choosing. Based on their research they decided to release a new drink called Caleb’s Kola in order to reach consumers that are looking for drinks they feel are authentic. 

Companies have to be on the lookout for market trends and what the consumers are wanting. They also look at consumer choice, supply shifter, opportunity cost, and scarcity to determine what they could possibly offer to their customers.  If a company does not look at what is taking place within the market or what the consumers want, then it could cause the company to lose market share.  A company can learn a lot by looking at a few basic microeconomics terms and then applying them to their business.  Pepsi Cola has done just that with their new beverage Caleb’s Kola and also by changing some ingredients in Pepsi to have Pepsi True.               

References
Choi, C. (2014). Pepsi Is Launching A 'Craft' Soda. Associated Press.  Retrieved October 10, 
2014 from http://www.huffingtonpost.com/2014/10/07/pepsi-calebs-
kola_n_5947840.html
Kahn, B. (2012). Consumer Choice. The Wharton School, University of Pennsylvania. Retrieved 
October 10, 2014 from http://kwhs.wharton.upenn.edu/term/consumer-choice/

PepsiCo Incorporated.  (2009). Our Business Risk.  Retrieved October 10, 2014 from 
http://www.pepsico.com/annual09/financialContent_mda_our_business_risks.html
Rittenberg, L., & Tregarthen, T. (2009). Principles of Microeconomics. Irvington, NY: Flat 
World 
Knowledge.

