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After explaining the concepts of price elasticity of demand the following assignment is handed out. 

Situation: Becky's Bolos is a shop that sells bolos and other artistic accessories for both women and men. It is located on Main Street in a town which relies mainly on tourism for its livelihood. The business purchases most of its inventory from local artisans. 

Assignment: Make and state any assumptions necessary to answer the following questions. You are encouraged to be creative in setting up this scenario. Please read all the questions before stating your assumptions. Answer the questions in order, leaving the possible price increase and new competition for last. 

1. State your assumptions and details describing the scenario (i.e., describe the town, the merchandise, the customers, etc.) 

2. Who is the competition? 

3. What type of market structure (monopoly, oligopoly, etc.) does Becky's Bolos face? Explain why. 

4. How elastic is the demand for Becky's products? Explain why. 

5. The manager is considering raising prices by five percent. How will this effect the firm's total revenue? Please explain. 

6. A new "Living History" park has been built on the edge of town. Part of the park consists of booths of artisans, creating and selling handmade crafts. How will this effect the demand for Becky's Bolos? Please explain.

