
Lecture 5
Elasticity of demand

the concept of elastic Etu of demand
explains the responsiveness of
quantity demanded of a product to
the change in any one of the factors
which influence demand in the
market

Price elasticy of demand
since price is considered to be

the most important determinant
of demand let us begin wetts the
responsiveness of Odu to the change
in Pn This is called Preece
elasticity of demand i e Ped

Peg Percentagechange in Odu
Percentage change in price y SP
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Ped Proportionate change in 9

Proportionate change in P
d a p price
Tp PJ q quantity



e g
Tf 10 Increase in price of

petrol causes 20 decrease in the
demand for Petrol then
Ped j20o I 21 2

The value of Ped of a product
enplains the nature of the product
in the market

If
Ped 71 then his elastic 4 Is a luxurious good
Ped L 1 then he's inelastic 4 Is anecessarygood
Ped l tennis unitary elastic in nature
Ped 0 then he's perfectly inelastic good
Ped A Hoen n Es a perfectly elastic good

For the necessary goods the Y Change
in qd is less than the y Change in
price e of Food items like sugar
wheat etc

For the Kenureious goods the Change
In 9g Is more than they Change In price
e g Branded clothes Dominos Pezza

etc










