Price Elasticity Coefficient 1
Remember the price elasticity of demand (PED)	=	% change in quantity demanded
									% change in price

1	The manager of Flowers Fantastic estimates that the PED for her flowers is -0.5.  If the 	percentage change in price is +10 (increase of 10%), calculate what the percentage 	change in the quantity demanded would be.
																																																								
													(2 marks)

2	If the manager in question 1 decreased her price by 10% calculate what the percentage 	change in the quantity demanded would be.
																																																								
													(2 marks)

3	The owner of a car tyre business estimates that their PED is -2.  During January the 	demand for tyres increased by 10% due to a change in price.  Calculate what the 	percentage change in price was.
																																																								
													(2 marks)

4	The owner of the car tyre business in question 3 was selling 300 tyres a month at an 	average selling price of £100.  He reduced his price to £90.  Calculate the quantity that will 	be demanded at this new price.
																																																								
[bookmark: _GoBack]													(3 marks)

5	Use the information in, and your answer to, question 4 to calculate the change in sales 	revenue following the change in price.								
																																																								
													(3marks)

6	Cooper & Co have a sales target of 25 000 units per month.  Current sales are 20 000 units 	per month at a price of £10.00.  If the products have a price elasticity of -2, what price 	should the firm charge to meet the sales volume?
																																																																																				
													(5 marks)
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