Price Elasticity

a. Percentage Change in Quantity Demanded / Percentage Change In Price. The answer is likely to be negative because price and sales have moved in different directions. All answers for price elasticity of demand are likely to be negative

b. Percentage change in price is 10%. Percentage change in quantity demanded is 5% so 5/10 = 0.5
c. 2.00 x 800 = £1600
d. 1.80 x 840 = £1512
e. £-78
f. Two other factors that could have led to increase demand that exclude his price cut, are what his competitors have done through out the week, for example if one of his competitors was in the news for having rats in the kitchen, then demand for there sandwiches would go up where as demand for Samuel’s would go up.

Another factor that could have led to a rise in demand for Samuel’s sandwiches is 

maybe a new set of customers became available to him, for example a new large business opened up near him, and all the workers there required a healthly lunch, this would also raise demand for his sandwiches.

g. If Sittara thinks that the price elasticity of demand for her service is -1.2, there is a                                                            number of ways she could have come to this, the fact that she ‘thinks’ the price elasticity is -1.2 indicates that she could just be guessing, as working this out is a costly process for small businesses like her own.

           Although, she could of worked out the price elasticity of her business by looking at rival companies who have worked out price elasticity, and putting her numbers in where they have, of course she could of worked it out her self  from past experiences of raising and lowering the prices.
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