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Starter
If the price of a Big Mac goes up to £10 would you still buy one?





The link between demand and price
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Write your definition of PED here:
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________


PED formula:






% change in price formula:







Example calculations % change
	
	Product A
	Product B
	Product C
	Product D

	Old Price
	£300
	£55
	£70
	£60

	New price
	£290
	£29
	£77
	£65

	% Change
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	Example PED calculation








	Example PED calculation Steps





	
What does a PED value mean?















Interpretation of numerical values of price elasticity of demand
[image: ]Elastic demand
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[image: ]Inelastic demand explained
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Examples
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The factors influencing price elasticity of demand
Availability of substitutes
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Frequency of purchase
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Necessities (staple goods)
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[image: Image result for petrol station]




Luxury goods
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The significance of price elasticity of demand to businesses in terms of implications for pricing

[image: ]Competitive pricing
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[image: ]Skimming pricing
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Calculation and interpretation of the relationship between price elasticity of demand and total revenue

PED and total Revenue
B
A




C



E
D




F













[image: ]











[image: ]















[image: ]







[bookmark: _GoBack][image: ]
image4.png




image5.png




image6.png




image7.png




image8.png




image9.png




image10.png




image11.png




image12.png




image13.png




image14.png




image15.png




image16.png




image17.png




image18.png




image19.png
oucget NN

ZURICH

IROVAL
LONDON

£8826

congy

e27e





image20.png
15 Best New Products You Need to Know About
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Breathe easy thanks to Anthony Sims’ Salt Pipes

Entrepreneur Anthony Sims ran a successful catering company. Then in January 2013,
following a chance encounter with a customer who experienced breathing problems, he
decided to set up a new business selling salt pipes online.

A salt pipe is a hand-held pipe filled with Himalayan salt. Air is drawn over the salt
crystals and into the lungs — a concentrated version of breathing healthy seaside air. 5

Using the salt pipe helps to relieve allergies and neutralise the damaging effects of air
pollution and secondary cigarette smoke.

Anthony says, ‘They are simple to use and they don't require refilling as the crystals last
5 years'

The product retails for £20 and has gained popularity in its target market segments 10
through newspaper advertising and social media. Customers are mainly middle-aged

people from across all social backgrounds who suffer from respiratory diseases. Some
sportspeople also use it alongside their fitness programmes.

As salt pipes become more popular, it becomes increasingly important that Anthony
differentiates his pipes from those of the competition. 15

(Source: adapted from www.simssaltpipes.co.uk)
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The price elasticity of demand for Sims’ Salt Pipes is —0.8.

(c) Using the data in Extract B, calculate the percentage change in quantity
demanded following a £3 increase in the price of salt pipes. You are advised to
show your working.
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Gym surge

Britons are trying to get fitter with a bigger than usual January rush this year to join gym
chains, as people resolve to work off their Christmas overindulgence. The media focus on
health and fitness has also helped encourage less active people to exercise more. Fitness
First, a health club chain, stated that membership retention is at one of its highest levels.

A spokesman said: “Every day we are bombarded with messages in the media on how
an hour of exercise, three times a week, can help boost overall life expectancy and
wellbeing.”

(Source: adapted from http://www.express.co.uk/finance/city/633097/
Gym-surge-Greggs-sales-UK-interest-rates-Arla, 10 January 2016)
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The average price elasticity of demand for clubs in the health and fitness market is
estimated to be -2.

(c) Assess the likely impact of media health campaigns on the price elasticity of
demand for health and fitness clubs.
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