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Price Elasticity of Chocolate
The price elasticity of the demand (PED) of chocolate in Anna’s town is 2.5 and is therefore elastic. The demand for a good is said to be elastic or relatively elastic when its PED is greater than one. In this case, changes in price have a more than proportional effect on the quantity of a good demanded. Therefore, reducing the price of chocolate from $10 to lower amount would cause a more than proportional increase in the demand of chocolate leading to an increase in the total revenue.  For instance, if she reduces the price of chocolate by 10 percent, the demand for the product would increase by 25 percent. The greater demand will offset the lower price. This scenario is illustrated in the figure below.

[bookmark: _GoBack]Reducing the price from $10 to $6 would cause a more than proportionate increase in the amount of chocolate demanded. Along the demand curve, a reduction in price has resulted to an increase in the quantity demanded and therefore would increase the volume of sales for chocolate. The figure shows the responsiveness of the quantity demanded to a change in price.
Price  Elasticity

Price	50	63	79	99	124	10	9	8	7	6	Quantity Demanded
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