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Simulation Results
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Based on the outcome of the simulation, was the sale price you set the same as the

equilibrium price? Refer to the supply and demand model to explain their differences.

The selling price did not coincide with the market equilibrium price. The retail price is

calculated by determining the total cost of production and then adding any desired profit margin.

(Mankiw, 2021). The price at which equilibrium is reached indicates where you ought to be to

meet the market's requirements. Dropping below the equilibrium point causes a scarcity of

resources. When you get beyond the end of equilibrium, you will start to accumulate a surplus.

Imagine that you own your own business. How would price elasticity of demand impact

your business's pricing decisions?

The price elasticity of demand significantly influences the price decisions made by any

company. High price increases can reduce the willingness of customers to purchase the products.
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(James, 2022). If you bring the price down, there will be a greater demand. People tend to give

more consideration to purchase than is necessary if the cost of the goods is high.

What are the determinants of price elasticity of demand? Identify at least three examples.

Time Elapsed Since a Change In Price

If you look at the influence of a price rise over a more extended period, such as one year, rather

than over a shorter period, such as three days, you will find that the price elasticity of demand is

more substantial. (Corporate Finance Institute, 2022). People have more time to readjust their

spending habits when the price adjustment is spread over a more extended period.

Availability of Substitutes

When a business deals with items that have near alternatives, such goods are said to have a high

degree of price elasticity. This may result in a price increase or a drop in the required good, and

consumers may switch to alternatives. (Corporate Finance Institute, 2022). If a product does not

have any near options, then the price elasticity of demand for that product is inelastic, which

means that an increase in the price will not impact the desired amount.

If The Good Is a Necessity or a Luxury

Inelastic demand exists for goods that are required for life and have a price elasticity of order of

less than one. (Corporate Finance Institute, 2022). If a specific product or service is regarded as

a luxury item, then its price elasticity of demand is higher than 1, which indicates that demand

for it is very elastic.
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