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In this paper the demand and supply estimation will be calculated for a leading brand of low-calorie frozen microwavable food that will use the data for the month of April; it includes 26 supermarkets around the country. The calculations will start with the regression equation shown below. Also, the standard errors for the demand of widgets are: (2.002) (17.5) (6.2) (2.5) (0.09) (0.21).
QD= - 5200 - 42P + 20Px + 5.2I + 0.20A + 0.25M
 R2= 0.55, N = 26   F= 4.88
The variables below are the independent variables for which elasticity will be calculated. 
Q D = Quantity demanded
P = Price of the product = 500 cents (per case)
PX = Price of leading competitor’s product = 600 cents
I = Per capita income of the standard metropolitan statistical area (SMSA) where the supermarkets are located = $5500 dollars
A = Monthly advertising expenditures = $10,000 dollars
M = Number of microwave ovens sold in the SMSA in which the supermarkets are located = 5,000
The elasticity for each independent variable is calculated in the following lines. The regression equation was used with the independent variable values shown above.
 P= 500, C=600, I=5,500, A=10,000, and M=5000
QD= -5200 – 42(500) + 20(600) + 5.2(5500) + 0.20(10000) + 0.25(5000) 
QD= -5200 - 21000 + 12000 + 28,600 + 2000 + 1250
QD= 17,650

EP (Elasticity of the price of the product) = (P/Q) (∆Q/∆P)
∆Q/∆P = - 42
EP = (∆Q/∆P) (P/Q) = (- 42) (500/17650) = (- 42) (0.028329) = - 1.19
EX (Elasticity of the price of the leading competitor’s product) = (20) (600/17560) = (20) (600/17560) = (20) (0.03417) = 0.68
EI (Elasticity of the per capita of the standard metropolitan statistical area, SMSA) = (5.2) (5500/17650) = (5.2) (0.3116) = 1.62
EA (Elasticity of the monthly advertising expenditures) = (0.20) (10000/17650) = (0.20) (0.5666) = 0.11
EM (Elasticity of the number of microwave ovens sold) = (0.25) (5000/17650) = (0.25) (0.2833) = 0.07.
Price elasticity shows the relationship between how the change in price affects/changes the demand of the product. In other words it can be described as the price sensitivity of a product because price and demand are inversely related (Price elasticity of demand, 2017).  The price elasticity is -1.19 which means that the means that the elasticity is inelastic because the Price elasticity of demand (PED) is less than 1. Inelastic means that if the price increases then the demand decreases. Something to have in consideration in these cases is that sometimes the current price for the current demand can represent less revenue than increasing the pricing in a smaller quantity demand.
The price elasticity in terms of leading competitor’s products is less than 1; 0.68, which indicates that the consumers do not prefer the competitor’s products over ours. They are not basing their preferences in pricing. This elasticity result can be combined with the price elasticity to make a decision in pricing. Both elasticity values are inelastic and can lead to the decision of increasing the price even though the demand of the product can decrease a little bit. At the end, the net revenue can be higher.  
The elasticity of the income is 1.62 which is higher than 1 indicating that the people’s income is directly related to the demand. Since income makes such an impact in the demand it is really important that the product price is affordable to keep and or increase the demand of the product. The price of the product could be increased as soon as the average income is raised. The result for the advertisement’s elasticity resulted in 0.11. This indicates that the elasticity of advertisement is inelastic which means that the amount of people that would buy the product doesn’t radically change even if more money is spent in advertisement. With this information can be concluded that spending more money in advertisement is not beneficial because it won’t help to increase the product’s demand. The elasticity of the microwave ovens in the area is 0.07 which is also inelastic and the impact is not big enough that should be considered to change the price of the product (Swinton & Thomas, 2001).. 
Having in consideration all the elasticity calculations and everything discussed above, the recommendation would be to cut the prices of the product for a short period of time, just a little bit to increase the product’s demand and get consumers more familiar with the product. If the demand of the product increases then the market shares will increase as well. With an increase in demand and market share the revenue increases as well. 
Demand equation = Q = -5200 - 42(P) + 20(600) +5.2(5500) +0.2(10,000) +0.25(5000)
	         Q = -5200 - 42(P) + 20(600) +5.2(5500) +0.2(10,000) +0.25(5000)
                     Q = 38,650 – 42P
                      P = 38,650 / 42 – Q / 42
                     Q = 5200 =45P
                      P = - 5200 / 45 + Q / 45
               38,650 - 42P = 5200 + 45P
                  87P = 33,450
Equilibrium price      P = 384.48 
                      Q = 5200 + 45(384.48)
Equilibrium quantity Q = 22,502
	Price
	Quantity Demanded
	Quantity Supplied

	100
	34450
	9700

	200
	30250
	14200

	300
	26050
	18700

	400
	21850
	23200

	500
	17650
	27700

	600
	13450
	32200

	700
	9250
	36700

	800
	5050
	41200















The equilibrium price is 384 cents and the equilibrium quantity is 22, 502.The graph above shows the equilibrium price, the equilibrium quantity and where they both intercept. The interception point is marked with a yellow dot.  When looking back at the demand equation and elasticity can be concluded that the demand of the low-calorie product can change if the price of the competitor’s product, the price of the correlating goods, consumers’ preferences and the consumers’ income change. If the demand of the product changes then the supply of the product needs to change as well. More suppliers would have to get hires if the demand increases. On the other hand, the suppliers can be reduced if the demand of the product decreases considerably. 
The price elasticity resulted in 1.19, shown in the calculations above. The price elasticity is higher than 1 demonstrating that the demanded quantity will change as a result of a price change. Considering all calculations, the graph and the different circumstances that could happen, the recommendation would be that the low-calorie frozen microwavable product price is decreased so that the company can make more revenue by increasing the demanded quantity.
The demand curves can right shift or left shift depending on several factors. The expectation that the customers have of what they price is and/or should be shifts the demand curve. For instance, a shift to the right can be observed if the consumer income increases, the microwave oven prices decreases, consumers’ preferences for the product increases, the number of consumers in the market increases, etc. A shift to the left in the demand curve can be observed if the consumers’ income decreases, general economic environment quality decreases, the microwave oven prices increase, etc (What factors affect the demand, n.d.). 
The supply curve also has several factors that can make the curve shift to the right or to the left. The supply curve can shift to the right if the tax deductions increase, the cost of labor decrease, the cost of the supplies decrease, improvement and/or innovations in the technology that is used, etc. The supply curve can shift to the left if the cost of the labor increases, the taxes increase, the cost of the supplies increase, etc (Edward & Hallwood, 1980).
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