Price elasticity of demand 5 - elasticity
and demand

@ Price elasticity of demand (e) at point X
(D = Demand)

Price Demand ai pomt X, '

:D 1: elastic D (e > 1)
+D 2:inelastic D (e < 1)

'It should be noted that both '
.demands (D 1 and D 2) run
' through all values between 0 and .
+infinity. The statement that D 1 is
'more elastic than D 2 should be !
, avoided. At point X it is ex- :

X Quantity

@ Constant price elasticity of demand
(e = Price elasticity of demand)

Price Characterization of demand:

A

e=0
perfectly inelastic demand

e = infinite

perfectly elastic demand
e=1

unit elastic demand

If

e = 1, total revenue (quanti-
ty*price) remains constant
despite price changes.

>
Quantity

e = infinite

Price elasticity of demand 5 - elasticity and demand.doc 2024-04-01



