Elasticity


 “Everyday businesses work to satisfy consumer demand and make a profit,” stated ranita Wyatt. In a business profit elasticity has a major factor to deal with.  Elasticity measures the response in changes in the variables.  It helps businesses understand and help adapt to the changes in order for the business to help increase the business profit.  


Elasticity is shown on the linear demand curve.  “Points above unitary elasticity have price elasticity’s greater than one, which represents a percentage change in quantity demanded greater than the percentage change in price.” The formula is shown below.  %∆QD>%∆P


“Points below unitary elasticity have price elasticity less than one. This represents a percentage change in quantity demanded that is less than the percentage change in price.” The equation is shown below. %∆QD<%∆P

            

            

            


Fast food chains are just one of the places where price and taste help play major roles in how a company tries to keeps its customers.  A great example of this is the fast food restaurant Sonics.  When you go to Sonics to order food, the people serving you are on roller blades.  This shows the customer that this place it fun, cool, hip place to come and eat at. 


Fast food chains are some of the places where price and taste can play major roles in how that business keeps its customers.  Jose Funes says, “Anywhere from 24 to 28 percent of our weekly sales come from our number one or number to burgers.”  “A given burger chain is not only in competition with other burger chains but all fast food restaurants” says Ed Lopez.


In the restaurant business, promotions for new products are a given.  There is always a company offering something if you try their product.  Promotions go anywhere from free food all the way to winning a lot of money.  Companies do this so they can get their customers to keep coming back and dining with them.  Another thing that plays a big part is the location of the business.  If the business is located near a tourist area or an area of high volume then the business should always be busy.  If the business is located at a bad end of the town or in some far place away from civilization then the business most likely will be slow.  


“Elasticity measurements help businesses understand the effect of price changes on revenue” says Ranita Wyatt.


Viagra; the little purple pill, is known as the wonder drug for men who have impotence problems.  When Viagra first came out it was one of the highest selling prescription drugs on the market.  The cost of one pill was between eight and twelve dollars.  The company that started Viagra is called Fizer.  The demand for Viagra and its revenue generated was not even affected by its price because it was a very secretive but major issue that people were willing to pay money in order to cure their problem that they think they have.  Elasticity demand is also in the pharmaceutical companies as well as in other places.  


In 1906 the Boneville Dam was built on the Columbus River.  This created a greater demand for electricity and water, which in turn caused a significant increase in dam building.  There are no substitutes for water therefore; it is a very valuable resource.    Deborah Chenoweth says that dams provide a "clean renewable source of water.”  Audrey Perino says that, “the dam provides about 5 billion kilowatts of electricity per hour.”  Price, the number of consumers living in the region, and the overall health of the economy can affect the demand of electricity.


Ground water also plays an important part in todays water supply.  Robert Heinith implies that, "ground water is very susceptible to contamination.”  There are a lot of things that put chemicals into ground water.  Ground water contains a lot of chemicals in it.  Pollutants also adversely affect the animals in the area as well.  "Pollution raises the cost of producing water" states Wyatt. 
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