Markup vs Margin

If a store buys a product for $100, how does the store price the product?  It depends on whether it is talking about Markup or Margin.

Markup

To markup a price, you simply take the cost of the product and mark it up by a certain percent.

$100 + 25% = $125 price

This is has a 25% markup.
What is the margin of profit?

Profit / Price = 25/125=20     20% margin


Margin

What if the store wanted to ensure a 25% margin?  A slightly more complex formula is required.




Price is $133.33.     Check the margin?
Profit / Price = 33.33/133.33=.24998 or
    25% margin

Price Elasticity of Demand
Formula


I sold 100 @ $4 each.  When I upped the price to $5, I only sold 85.  Is this elastic demand or inelastic demand.  Do the numbers:


If the number is less than 1, it is inelastic.
If the number is more than 1, it is elastic.
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