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Customer-Based Pricing.
[bookmark: _GoBack]In most cases, the prices of products are fixed depending on the changes in its demand. This method must always consider the elasticity in demand to come up with suitable prices as per the situations. At times the demand tends to highly elastic while in other cases, it is very inelastic. During high demand elasticity, the number of products demanded exhibit significant changes in response to their prices. This makes shoppers substitute one product if its demand is highly elastic. For example, let us consider a case where people like both coffee and tea. If the prices of coffee get high due to increased demand, the customers will substitute it with tea. The goods whose prices do not change very much even under the changes in demand and supply as said to be very inelastic (Böcker, & Finger, 2017). For example, people will smoke cigarettes even when the prices are high. This happens because they are addicted to smoking, and so changes in prices will cause a minor shift in demand.
There are several factors which affect the elasticity of demand. Availability of substitutes for certain products is core in that, if the prices of the products rice then customers go for alternatives. If no substitutes available, the customer will be forced to cope with the high prices. Last month the transport cost was high due to increased prices of petrol. I then chose to be using the train firm as I travel to the job. When the train firm realized increased demand of its services, then it raised its charges, forcing me to cope with the new petrol prices. Competition is another factor that determines demand elasticity. Little or no completion makes the firms to charge high prices to their customers while high competition helps in price moderation as the firms will be competing for customers (Lichter, Peichl, &Siegloch, 2015). It is very vital for shoppers to consider the buying products with close substitutes as well as avoiding products from monopolistic firms if possible since this would help them save a coin. In summation, the elasticity of demand may be a burden to the buyers since they are forced to buy products under extremely high prices.   
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