Elasticity 

What does elasticity mean? Elasticity measures the responds to change in variables which mean the degree of response determines how a price change will affect sales revenue.  It also helps business know when to take an item of from stock or even raises the price. Elasticity helps business know how demand for something is changing through out time. A few examples of elasticity are how customers react to a change in price of a video rental or even gas. The price elasticity of demand is measured by comparing the percentage of change in quantity demanded to a percentage change in price. In which in video games the demand curve that is linear with a constant slope of -2/3. For every $2.00 decrease in rental price, the quantity demanded increases by three videos. Elasticity will show a difference on a liner demand curve. When using the arc mid-point formula for calculating price elasticity of demand, the absolute values of elasticity decrease as price decreases and quantities increase. The mid-point of a linear curve will have a price elasticity of demand equal to one. Unitary elasticity is when the percentage change in quantity demanded equals the percentage change in price. The points above unitary elasticity have price elasticity greater than one, which represents a percentage change in quantity demanded greater than the percentage change in price; this section represents a relatively elastic demand. Inelastic demand is when the points below unitary elasticity have price elasticity less than one. Then it represents a percentage change in quantity demanded that is less than the percentage change in price. This is very important when a business is setting a price to an item. Knowing what would be the max price a customer would pay for a certain item is very important for a business in making money. When a company decides to set a price within the elastic range then if they decrease the price then sales revenue will increase and if they increase price then sale revenue will decrease. Now is a little different when a company tries to set a price in an inelastic range curve. Then if they try to decrease price then the will lose revenue. When price is inelastic u would have to increase price then you will make more money. With a unitary elastic range it really does not matter if you try to increase or decrease price because the revenue will never change. Elasticity is very complex but also can be seen if very sample. If I was in a business and the item was elastic then I would decrease the price of an item so my company can make more money. If it was inelastic then I would increase it. Lastly if the item was unitary I will sell it at the average price. What does elasticity mean? It is very sample. What is the demand cost of the certain object at the current time? That Is elasticity. 
