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ELASTICITY OF DEMAND
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The elasticity of demand refers to how the sensitive demand for a product is compared to changes in other factors such as income or price. Such an aspect helps companies predict demand changes, including market entry of modest goods and prices. An elastic product is a commodity where a change in price leads to a massive shift in demand[footnoteRef:1]. The elasticity of demand for a service or good is arrived at by dividing the percentage change in quality demanded by the percentage change in price. In cases where the elasticity quotient is equal or greater than one, the demand is elastic. The price of a service or good is the most basic economic factor used the measure the elasticity, including substitute elasticity of demand and income elasticity of demand. The income effect influences the demand elasticity of serves and goods. [1:  Stefanie Mücka, Price Elasticity of Demand and its effect on Revenue (Munich: GRIN Verlag, 2016).
2. Mücka] 

	To make up for the lost revenue in a restaurant situation, I would lower the menu prices. The increase of food prices in the restaurant would only increase the loss of revenue incurred. During this covid-19 pandemic period, the majority of workers have been laid down. Thus, most of them have decided to save their money rather than spending it on expensive menu prices. This aspect has led to restaurant food becoming more elastic. The slightest change in income level has massively changed the consumption of restaurant foods. Price elasticity is also crucial in raising revenue. A change in the price of menu prices can cause a change in the quantity demanded. 
	To increase my business revenue, I would turn the existing customers into promoters by treating them well. I would also increase the table turnover rate. Lowering the menu prices would attract more customers; thus, an improvement in the table turnover rate would increase the revenue. 
This aspect would be achieved by ensuring that the orders placed are instantly prepared and promptly served to the clients. I would also ensure that the checks are collected and presented in time. Besides, I would also provide happy hours and offers to exist and new customers on special occasions[footnoteRef:2]. [2:  Stefanie Mücka, Price Elasticity of Demand and its effect on Revenue (Munich: GRIN Verlag, 2016).
2. Mücka] 
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