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UNDERSTANDING THE CONCEPT OF DEMAND ELASTICITY IS FUNDAMENTAL FOR BUSINESSES, ECONOMISTS, AND POLICYMAKERS.
\W/HEN WE STATE THAT THE ELASTICITY OF DEMAND FOR A PRODUCT IS EQUAL TO 2, IT CONVEYS SPECIFIC INFORMATION
ABOUT HOW CONSUMERS RESPOND TO PRICE CHANGES. IN THIS ARTICLE, WE WILL EXPLORE WHAT IT MEANS WHEN THE PRICE
ELASTICITY OF DEMAND EQUALS 2, PARTICULARLY FOCUSING ON THE IMPLICATIONS OF A 10 PERCENT INCREASE IN PRICE. WE

WILL DELVE INTO THE DEFINITION OF PRICE ELASTICITY OF DEMAND, INTERPRET WHAT AN ELASTICITY OF 2 SIGNIFIES, AND
ANALYZE THE CONSEQUENCES FOR CONSUMERS AND SELLERS.

WHAT |Is PrICE ELASTICITY OF DEMAND?

PRICE ELASTICITY OF DEMAND (PED) MEASURES THE RESPONSIVENESS OF THE QUANTITY DEMANDED OF A PRODUCT TO A
CHANGE IN ITS PRICE. [T IS A NUMERICAL VALUE THAT INDICATES HOW MUCH THE QUANTITY DEMANDED WILL CHANGE IN
PERCENTAGE TERMS WHEN THE PRICE CHANGES BY 19%.

ForMULA For PrICe ELASTICITY oF DEMAND

THE FORMULA TO CALCULATE PRICE ELASTICITY OF DEMAND IS:

e PED = (9% CHANGE IN QUANTITY DEMANDED) / (% CHANGE IN PRICE)

\¥/ HERE:

- O/o CHANGE IN QUANTITY DEMANDED IS THE PERCENTAGE CHANGE IN THE AMOUNT OF THE PRODUCT CONSUMERS WANT TO BUY.
- O/o CHANGE IN PRICE IS THE PERCENTAGE CHANGE IN THE PRODUCT’S PRICE.

INTERPRETING AN ELASTICITY OF 2

W/HEN THE ELASTICITY OF DEMAND (PED) IS EQUAL TO 2/ IT INDICATES THAT THE DEMAND FOR THE PRODUCT IS ELASTIC. THIS
MEANS THAT CONSUMERS ARE RELATIVELY SENSITIVE TO PRICE CHANGES.

WHAT DoES AN ELASTICITY OF 2 IMPLY?

- RESPONSIVENESS: FOR EVERY 19 CHANGE IN PRICE, THE QUANTITY DEMANDED CHANGES BY 2% IN THE OPPOSITE DIRECTION.
- ELASTIC DEMAND: SINCE THE ABSOLUTE VALUE OF PED EXCEEDS 1, DEMAND IS ELASTIC, MEANING CONSUMERS SIGNIFICANTLY
ALTER THEIR PURCHASING BEHAVIOR WITH PRICE FLUCTUATIONS.



IMPLICATIONS OF A 10 PerCeENT PRrICE INCREASE WHEN PED = 2

|_ETIS ANALYZE WHAT HAPPENS WHEN THE PRICE OF THE PRODUCT INCREASES BY 100/0 UNDER THE CONDITION THAT THE DEMAND
ELASTICITY EQUALS 2.

CALCULATING THE CHANGE IN QUANTITY DEMANDED

USING THE ELASTICITY FORMULA:

\l

\TEXT{PERCENTAGE CHANGE IN QUANTITY DEMANDED} = \TEXT{PED} \TIMes \ TEXT{PERCENTAGE CHANGE IN PRICE}

\]

SUBSTITUTING THE KNOWN V ALUES:

\l

\TEXT{PERCENTAGE CHANGE IN QUANTITY DEMANDED} = 2 \TiMes 10\% = 20\%

\]

INTERPRETATION: A 10% INCREASE IN PRICE WILL LEAD TO A 209% DECREASE IN THE QUANTITY DEMANDED.

IMPACT ON REVENUE

UNDERSTANDING THE EFFECT ON TOTAL REVENUE (TR) IS CRUCIAL:

\l

TR = \TexT{Price} \TiMeS \TEXT{QUANTITY DEMANDED}

\]

- BEFORE THE PRICE INCREASE: LET’S ASSUME THE INITIAL PRICE IS P AND INITIAL QUANTITY IS Q.
- AFTER THE PRICE INCREASE: PRICE BECOMES P + 10% ofF P, 1.E., 1.10P.
- QUANTITY DEMANDED DECREASES BY 20%: New QUANTITY Is 0.80Q.

TOTAL REVENUE CHANGE:

\[
TR_{New} = 1.10P \TiMes 0.80Q = 0.88PQ

\]

ORIGINAL TOTAL REVENUE:

\[
TR_{oriGINAL} =P \TiMES Q = PQ

ReSULT: TOTAL REVENUE DECREASES TO 889 OF ITS ORIGINAL VALUE, INDICATING A DECREASE OF 12%.

CoNCLUSION: WHEN DEMAND IS ELASTIC (PED = 2), INCREASING THE PRICE REDUCES TOTAL REVENUE BECAUSE THE PERCENTAGE
DROP IN QUANTITY DEMANDED OUTWEIGHS THE PERCENTAGE INCREASE IN PRICE.



BROADER IMPACTS AND BUSINESS STRATEGIES

UNDERSTANDING THAT DEMAND IS ELASTIC AT A PED OF 2 INFORMS BUSINESS DECISIONS, ESPECIALLY REGARDING PRICING
STRATEGIES.

PRICING AND REVENUE OPTIMIZATION

- PrICE INCREASES: TYPICALLY LEAD TO REVENUE DECLINES FOR ELASTIC GOODS, AS CONSUMERS ARE SENSITIVE TO PRICE
CHANGES.

- Price CuTs: MAY BOOST TOTAL REVENUE AND SALES VOLUME, MAKING IT A FAVORABLE STRATEGY WHEN DEMAND IS
ELASTIC.

ProbucT AND MARKET CONSIDERATIONS

- SUBSTITUTES: PRODUCTS WITH MANY SUBSTITUTES TEND TO HAVE MORE ELASTIC DEMAND.

- NECESSITY VS. LUXURY: LUXURIES GENERALLY HAVE HIGHER ELASTICITY COMPARED TO NECESSITIES.

- MARKET CONDITIONS: THE ELASTICITY CAN VARY BASED ON CONSUMER INCOME, PREFERENCES, AND AV AILABILITY OF
ALTERNATIVES.

ReaL-\W orLD EXAMPLES OF ELASTIC DEMAND

MANY PRODUCTS EXHIBIT ELASTIC DEMAND, ESPECIALLY IN COMPETITIVE MARKETS:

® | UXURY AUTOMOBILES

® BRAND-NAME CLOTHING

e ELECTRONICS AND GADGETS
® RESTAURANT DINING

e TRAVEL AND TOURISM SERVICES

IN THESE CASES, A SLIGHT INCREASE IN PRICE CAN CAUSE A SIGNIFICANT DROP IN QUANTITY DEMANDED, AFFECTING OVERALL
SALES AND REVENUES.

LIMITATIONS AND VARIATIONS IN ELASTICITY

W/HILE THE ELASTICITY OF DEMAND PROVIDES VALUABLE INSIGHTS, IT IS NOT STATIC AND CAN VARY:

- TiMe Periob: DEMAND TENDS TO BE MORE ELASTIC OVER THE LONG TERM AS CONSUMERS FIND ALTERNATIVES.
- CONSUMER PREFERENCES: CHANGES IN CONSUMER PREFERENCES CAN ALTER ELASTICITY.
- MARKET CONDITIONS: ECONOMIC DOWNTURNS OR BOOMS INFLUENCE THE RESPONSIVENESS OF DEMAND.



SUMMARY: KEY TAKEAWAYS

- AN ELASTICITY OF DEMAND OF 2 SIGNIFIES THAT DEMAND IS ELASTIC.

- A 109% INCREASE IN PRICE RESULTS IN A 209, DECREASE IN QUANTITY DEMANDED.

- TOTAL REVENUE DECREASES WHEN PRICES ARE INCREASED UNDER ELASTIC DEMAND CONDITIONS.

- BUSINESSES SHOULD CONSIDER DEMAND ELASTICITY WHEN SETTING PRICES TO OPTIMIZE REVENUE.
- MARKET FACTORS AND CONSUMER PREFERENCES INFLUENCE THE ELASTICITY OF DEMAND.

CONCLUSION

UNDERSTANDING WHAT AN ELASTICITY OF DEMAND EQUAL TO 2 MEANS IS VITAL FOR MAKING INFORMED PRICING DECISIONS. |T
HIGHLIGHTS THE IMPORTANCE OF RECOGNIZING CONSUMER SENSITIVITY AND ADJUSTING STRATEGIES ACCORDINGLY. W/HEN DEMAND
IS ELASTIC, AS INDICATED BY A PED oF 2, RAISING PRICES CAN BE COUNTERPRODUCTIVE, LEADING TO REDUCED REVENUES.
CONVERSELY, LOWERING PRICES MIGHT BOOST SALES AND TOTAL REVENUE. RECOGNIZING THE ELASTICITY OF A PRODUCT
ENABLES BUSINESSES TO MAXIMIZE PROFITS WHILE MEETING CONSUMER NEEDS EFFECTIVELY.

BY GRASPING THESE CONCEPTS, COMPANIES CAN BETTER NAVIGATE MARKET DYNAMICS, OPTIMIZE PRICING STRATEGIES, AND
ANTICIPATE CONSUMER REACTIONS TO CHANGES IN PRICES. \WHETHER YOU'RE A BUSINESS OWNER, AN ECONOMIST, OR A
POLICYMAKER, UNDERSTANDING DEMAND ELASTICITY IS ESSENTIAL FOR MAKING SOUND ECONOMIC DECISIONS.

FREQUENTLY ASkeD QUESTIONS

\WHAT DOES AN ELASTICITY OF DEMAND EQUAL TO 2 IMPLY FOR A PRODUCT?

IT MEANS THAT THE DEMAND FOR THE PRODUCT IS ELASTIC, AND A 19 CHANGE IN PRICE RESULTS IN A 2% CHANGE IN
QUANTITY DEMANDED.

IF THE ELASTICITY OF DEMAND IS 2, HOW WILL A 10% INCREASE IN PRICE AFFECT THE
QUANTITY DEMANDED?

THE QUANTITY DEMANDED WILL DECREASE BY APPROXIMATELY 200/0, SINCE DEMAND IS ELASTIC WITH AN ELASTICITY OF 2.

\WHAT IS THE SIGNIFICANCE OF A DEMAND ELASTICITY OF 2 FOR A BUSINESS PRICING
STRATEGY?

[T INDICATES THAT PRICE CHANGES WILL SIGNIFICANTLY IMPACT SALES VOLUME, SO BUSINESSES NEED TO CAREFULLY CONSIDER
PRICE ADJUSTMENTS TO AVOID LARGE DROPS IN DEMAND.

DOES AN ELASTICITY OF 2 MEAN THE PRODUCT IS A LUXURY OR NECESSITY?

TYPICALLY, A HIGH ELASTICITY LIKE 2 SUGGESTS THE PRODUCT IS MORE OF A LUXURY OR NON-ESSENTIAL ITEM, AS DEMAND IS
SENSITIVE TO PRICE CHANGES.



How DOES THE CONCEPT OF ELASTICITY HELP CONSUMERS AND PRODUCERS?

[T HELPS BOTH PARTIES UNDERSTAND HOW PRICE CHANGES AFFECT DEMAND AND REVENUE, GUIDING PRICING AND PURCHASING
DECISIONS.

\WHAT HAPPENS TO TOTAL REVENUE IF THE PRICE INCREASES BY 10% WHEN DEMAND
ELASTICITY IS 2°

TOTAL REVENUE DECREASES BECAUSE THE QUANTITY DEMANDED DROPS BY 200/0, OUTWEIGHING THE PRICE INCREASE.

CAN DEMAND ELASTICITY OF 2 VARY ACROSS DIFFERENT PRICE RANGES?

YES, DEMAND ELASTICITY CAN VARY AT DIFFERENT PRICE LEVELS, SO THE ELASTICITY VALUE OF 2 MAY NOT APPLY UNIFORMLY
ACROSS ALL PRICES.

IS DEMAND WITH AN ELASTICITY OF 2 CONSIDERED ELASTIC OR INELASTIC?

[T IS CONSIDERED ELASTIC DEMAND BECAUSE THE ABSOLUTE VALUE OF ELASTICITY IS GREATER THAN ], INDICATING DEMAND IS
SENSITIVE TO PRICE CHANGES.

ADDITIONAL RESOURCES

THe ELasTICITY OF DEMAND EQUAL To 2 For A ParTICULAR ProbUCT MEaNS THAT: A. A 10 PERCENT INCREASE IN

UNDERSTANDING THE CONCEPT OF DEMAND ELASTICITY IS FUNDAMENTAL TO GRASPING HOW MARKETS RESPOND TO PRICE
CHANGES. W/HEN THE ELASTICITY OF DEMAND FOR A PRODUCT EQUALS 2, IT INDICATES A SPECIFIC SENSITIVITY OF CONSUMERS
TO PRICE FLUCTUATIONS. THIS ARTICLE EXPLORES WHAT IT MEANS WHEN DEMAND ELASTICITY IS PRECISELY 2, WITH A FOCUS
ON THE IMPLICATIONS OF A 10 PERCENT INCREASE IN PRICE, AND PROVIDES A COMPREHENSIVE OVERVIEW OF RELATED ECONOMIC
PRINCIPLES, PRACTICAL EXAMPLES, AND STRATEGIC CONSIDERATIONS.

INTRODUCTION TO PRICE ELASTICITY OF DEMAND

PRICE ELASTICITY OF DEMAND (PED) MEASURES THE RESPONSIVENESS OF THE QUANTITY DEMANDED OF A GOOD OR SERVICE TO
A CHANGE IN TS PRICE. |T IS EXPRESSED AS THE PERCENTAGE CHANGE IN QUANTITY DEMANDED DIVIDED BY THE PERCENTAGE
CHANGE IN PRICE:

\l

\TexT{ELasTICITY} (E_D) = \rRAC{\%\ \TEXT{CHANGE IN QUANTITY DEMANDED}}{\%\ \TeXT{CHANGE IN PrICE}}

\]

A PED VALUE GREATER THAN 1 INDICATES ELASTIC DEMAND—CONSUMERS ARE RELATIVELY SENSITIVE TO PRICE CHANGES.
CONVERSELY, A PED LESS THAN 1 SIGNIFIES INELASTIC DEMAND—CONSUMERS ARE LESS RESPONSIVE. W/HEN PED EQUALS 1,
DEMAND IS SAID TO BE UNIT ELASTIC, MEANING THE PERCENTAGE CHANGE IN QUANTITY DEMANDED EQUALS THE PERCENTAGE
CHANGE IN PRICE.

IN THIS CONTEXT, A DEMAND ELASTICITY OF 2 IMPLIES THAT FOR EVERY ]O/o CHANGE IN PRICE, THE QUANTITY DEMANDED
CHANGES BY 20/0. THIS HIGH SENSITIVITY HAS IMPORTANT IMPLICATIONS FOR PRICING STRATEGIES, REVENUE, AND MARKET
DYNAMICS.



WHAT Does AN ELASTICITY OF 2 SIGNIFY?

INTERPRETATION OF A DEMAND ELASTICITY OF 2

AN ELASTICITY OF 2 INDICATES THAT DEMAND IS HIGHLY ELASTIC. SPECIFICALLY/ IT MEANS:
- CONSUMERS ARE VERY RESPONSIVE TO PRICE CHANGES.
- A SMALL CHANGE IN PRICE RESULTS IN A PROPORTIONALLY LARGER CHANGE IN THE QUANTITY DEMANDED.

- THE DEMAND CURVE FOR SUCH A PRODUCT IS RELATIVELY FLAT, REFLECTING GREATER SENSITIVITY.

MATHEMATICALLY, IF THE PRICE OF A PRODUCT CHANGES BY ]O/o, THE QUANTITY DEMANDED WILL CHANGE BY APPROXIMATELY
20/0 IN THE OPPOSITE DIRECTION (ASSUMING PRICE INCREASES LEAD TO DEMAND DECREASES).

IMPLICATIONS FOR PRICING DECISIONS

GIVEN SUCH ELASTICITY:

- PRICE INCREASES TEND TO DECREASE TOTAL REVENUE, BECAUSE THE DECREASE IN QUANTITY DEMANDED OUTWEIGHS THE GAIN
FROM HIGHER PRICES.

- PRICE DECREASES TEND TO INCREASE TOTAL REVENUE, AS THE INCREASE IN DEMAND MORE THAN COMPENSATES FOR LOWER
PRICES.

THIS INVERSE RELATIONSHIP BETWEEN PRICE AND TOTAL REVENUE IN ELASTIC DEMAND SCENARIOS IS CRUCIAL FOR BUSINESSES
AIMING TO OPTIMIZE THEIR PRICING STRATEGIES.

ANALYZING A 10 PerCENT PRICE INCREASE WITH ELASTICITY OF 2

CALCULATING THE IMPACT oN QUANTITY DEMANDED

SUPPOSE A FIRM CONSIDERS RAISING THE PRICE OF ITS PRODUCT BY 100/0. GIVEN THE DEMAND ELASTICITY:

\[

\TexT{PERCENTAGE CHANGE IN QUANTITY DEMANDED} = E_D \TiMes \TeExT{PerceNTAGE CHANGE IN PRICE}
\]

\[

=2 \7iMes 10\% = 20\%

\]

SINCE THE PRICE INCREASES, THE QUANTITY DEMANDED IS EXPECTED TO DECREASE BY 200/0.

EFFecT oN ToTAL REVENUE

ToTaL ReVENUE (TR) IS CALCULATED AS:



\l

TR = \texT{Price} \TiMes \TEXT{QUANTITY DEMANDED}

\]

BEFORE THE PRICE INCREASE, ASSUME INITIAL PRICE \(P_0\) AND QUANTITY \(Q_O\). AFTer A 109% INCREASE:

- New price: \(P_1=P_0 \1iMes 1.10\)
- New QUANTITY: \(Q_1=Q_0\7miMes (1-0.20) =0.80 Q_0\)

THE NEW TOTAL REVENUE:

\[
TR 1=P 1\mMes Q 1=(1.10P_0) \1iMes (0.80 Q 0)=0.88P_ 0Q 0
\]

ORIGINAL TOTAL REVENUE:

\[
TR_0=P 0\mMmes Q_O
\]

COMPARISON:

\[
TR_1=0.88 TR_O
\]

THIS INDICATES A 129, DECREASE IN TOTAL REVENUE FOLLOWING A 109, PRICE INCREASE WHEN DEMAND ELASTICITY IS 2.

KEY TAKEAWAY: FOR PRODUCTS WITH DEMAND ELASTICITY OF 2/ INCREASING PRICES CAN HARM REVENUE, EMPHASIZING THE
IMPORTANCE OF UNDERSTANDING DEMAND SENSITIVITY IN PRICING STRATEGIES.

BROADER IMPLICATIONS OF ELASTICITY = 2

MARKET STRATEGY AND BUSINESS PLANNING

BUSINESSES DEALING WITH PRODUCTS THAT HAVE AN ELASTICITY OF 2 MUST CAREFULLY CONSIDER THEIR PRICING POLICIES:
- AVOID AGGRESSIVE PRICE HIKES, AS THEY LEAD TO DISPROPORTIONATE DROPS IN SALES.

- Focus oN COMPETITIVE PRICING TO MAINTAIN OR GROW SALES VOLUME.
- LEVERAGE DEMAND SENSITIVITY TO OPTIMIZE PROMOTIONAL CAMPAIGNS, DISCOUNTS, AND BUNDLING OFFERS.

ProbucT CHARACTERISTICS INFLUENCING ELASTICITY

THE ELASTICITY OF 2 OFTEN CHARACTERIZES PRODUCTS WITH THE FOLLOWING FEATURES:
- HiGH sUBSTITUTABILITY: CONSUMERS CAN EASILY SWITCH TO ALTERNATIVES.
- NON-ESSENTIAL NATURE: NOT A NECESSITY, SO DEMAND IS MORE SENSITIVE TO PRICE.

= AVAILABILITY OF SUBSTITUTES: MORE SUBSTITUTES TYPICALLY INCREASE ELASTICITY.

EXAMPLES MIGHT INCLUDE LUXURY GOODS, CERTAIN ELECTRONICS, OR NON-ESSENTIAL SERVICES.



PoLicy AND REGULATORY CONSIDERATIONS

REGULATORS AND POLICYMAKERS SHOULD NOTE THAT:
- PRICE INCREASES ON ELASTIC PRODUCTS CAN REDUCE OVERALL CONSUMER WELFARE IF THEY LEAD TO SIGNIFICANT DEMAND
DROPS.

- TAXATION OR PRICE CONTROLS ON HIGHLY ELASTIC GOODS COULD HAVE UNINTENDED CONSEQUENCES, SUCH AS DECREASED
ACCESSIBILITY.

ReaL-\WorLD ExAMPLES AND CASE STUDIES

ELECTRONICS AND GADGETS

SUPPOSE A SMARTPHONE MANUFACTURER NOTICES THAT ITS PRODUCT’S DEMAND ELASTICITY IS APPROXIMATELY 2. IN SUCH A
SCENARIO:

- A 109 PRICE INCREASE COULD LEAD TO A 209%, DECREASE IN UNITS SOLD.
- THE COMPANY MIGHT FACE REVENUE DECLINE UNLESS THEY CAN DIFFERENTIATE THEIR PRODUCT OR REDUCE COSTS.

FASHION AND APPAREL

FASHION ITEMS OFTEN HAVE HIGH ELASTICITY DUE TO QUICK FASHION CYCLES AND MANY SUBSTITUTES. A TO% PRICE INCREASE
MIGHT SIGNIFICANTLY REDUCE DEMAND, PROMPTING RETAILERS TO FOCUS ON PRICING STRATEGIES THAT MAXIMIZE SALES VOLUME
RATHER THAN UNIT MARGINS.

TRANSPORTATION AND TRAVEL

AIRLINES AND TRAVEL AGENCIES FREQUENTLY ENCOUNTER ELASTIC DEMAND. For EXAMPLE, A ‘|OO/O FARE INCREASE COULD
RESULT IN A 200/0 REDUCTION IN BOOKINGS, AFFECTING REVENUE AND OPERATIONAL PLANNING.

LiMmTATIONS AND CAVEATS

\W/HILE DEMAND ELASTICITY PROVIDES VALUABLE INSIGHTS, CERTAIN LIMITATIONS EXIST:

- PRICE ELASTICITY VARIES ALONG THE DEMAND CURVE: ELASTICITY IS NOT CONSTANT AND CAN DIFFER AT VARIOUS PRICE
POINTS.

- OTHER FACTORS INFLUENCE DEMAND: INCOME LEVELS, CONSUMER PREFERENCES, AND EXTERNAL SHOCKS CAN ALTER
RESPONSIVENESS.

- SHORT-TERM VS. LONG-TERM ELASTICITY: DEMAND TENDS TO BE MORE ELASTIC OVER THE LONG TERM, AS CONSUMERS FIND
SUBSTITUTES OR ADJUST HABITS.

UNDERSTANDING THESE NUANCES IS CRUCIAL FOR ACCURATE ANALYSIS AND EFFECTIVE DECISION-MAKING.



CoNCLUSION

THE ELASTIC ELASTICITY OF DEMAND EQUAL TO 2 FOR A PARTICULAR PRODUCT SIGNIFIES THAT CONSUMERS ARE HIGHLY
RESPONSIVE TO PRICE CHANGES. A 10 PERCENT INCREASE IN PRICE, UNDER SUCH CIRCUMSTANCES, LEADS TO A 20 PERCENT
DECREASE IN QUANTITY DEMANDED, OFTEN RESULTING IN A DECLINE IN TOTAL REVENUE. For BUSINESSES, THIS UNDERSCORES THE
IMPORTANCE OF CAREFULLY EVALUATING PRICING STRATEGIEST™PARTICULARLY IN MARKETS WHERE DEMAND IS ELASTIC.

RECOGNIZING THE CHARACTERISTICS OF ELASTIC DEMAND ENABLES FIRMS AND POLICYMAKERS TO MAKE INFORMED DECISIONS THAT
OPTIMIZE REVENUE, MARKET SHARE, AND CONSUMER WELFARE. |T ALSO HIGHLIGHTS THE VITAL ROLE OF DEMAND ELASTICITY AS A
FUNDAMENTAL CONCEPT IN ECONOMIC ANALYSIS, GUIDING EFFECTIVE MARKET STRATEGIES IN DIVERSE INDUSTRIES.

IN SUM, UNDERSTANDING DEMAND ELASTICITY NOT ONLY AIDS IN PREDICTING MARKET REACTIONS BUT ALSO SERVES AS A
CRITICAL TOOL FOR STRATEGIC PLANNING AND POLICY FORMULATION, ESPECIALLY WWHEN DEMAND ELASTICITY EQUALS 2.
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