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TOPICS TO BE COVERED

 Concept of Elasticity of Demand

 Types of Elasticity of Demand

 Measurements of Elasticity of Demand

 Determinants of Elasticity of Demand



STATE OF BUSINESS

The level of demand for different commodities also 

depends upon the business conditions in the country. If the 

country is passing through boom conditions, there will be 

a marked increase in demand. On the other hand, the level 

of demand goes down during depression.



Meaning of  Elasticity of  Demand



DEFINITION OF ELASTICITY OF DEMAND

“The elasticity (or responsiveness) of 

demand in according as the 

amount demanded increases much 

or little for a given fall in price and 

diminishes much or little for a 

given rise in price”

– Dr.Marshall



Elasticity – the concept

 The responsiveness of one variable to changes in 

another

 When price rises, what happens 

to demand?

 Demand falls

 BUT!

 How much does demand fall?



ELASTICITY OF DEMAND

 In the words of “Marshall”, “The elasticity of demand in a 

market is great or small according as the amount 

demanded increases much or little for a given fall in the 

price and diminishes much or little for a given rise in 

Price”

 Elastic demand: A small change in price may lead to a 

great change in quantity demanded. In this case, demand 

is elastic.

 In-elastic demand: If a big change in price is followed by 

a small change in demanded then the demand in 

“inelastic”.













Classification of Elasticity of Demand



Measurements of Elasticity of Demand

Price Elasticity of  Demand

 Income Elasticity of  Demand

Cross Elasticity of  Demand

Advertising Elasticity of  Demand













TYPES OF PRICE ELASTICITY

 There are five cases of price elasticity of demand. 

They are:

 Perfectly elastic demand

 Perfectly inelastic demand

 Relatively elastic demand

 Relatively inelastic demand

 Unity elastic demand







Graphical representation of Elasticity of Demand







Graphical representation of  

relatively elastic and inelastic demand









Income Elasticity of Demand

 We know the income of the consumer is an important

determinant of demand.

 Although income does not vary in the short run, its

impact on long term demand analysis in very crucial.

 Therefore it is useful to learn income elasticity of

demand (ey).

 Income elasticity of demand measures the degree of

responsiveness of demand for a commodity to a

given change in consumer’s income.

 Assume that all other variables are ceteris paribus.



















FACTORS INFLUENCING 

ELASTICITY OF DEMAND

 We have seven factors which influence the  elasticity of 

demand. They are:

Nature of the commodity

Availability of substitutes

Variety of uses

Postponement of demand

Amount of money spent

Time

Range of prices 
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