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BUT….the demand for all products does not respond evenly to price changes


How much demand moves (how consumers respond) to price changes is known as:
ELASTICITY
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So, how do we determine (calculate) if the demand for a product is elastic or inelastic?

ELASTICITY =
% change in price
% change in qty demanded




If elasticity is      

then demand is  ELASTIC      
then demand is  INELASTIC      
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If elasticity is      
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CALCULATING ELASTICITY
Let’s say the price for shoes increased from $70 to $80
% change in qty demanded

ELASTICITY =

% change in price
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Let’s say the price for shoes increased from $70 to $80,
but demand only dropped from   30 to 27


% change in qty demanded

ELASTICITY =

% change in price
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