_ Elasticity

Lesson 3.
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| Why these planes do not fly? %




= Price elasticity of demand

= Income elasticity of demand
s Cross elasticity of demand
a Elasticity of supply
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Price elasticity of demand
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EnactuyHICcTb nonuTy

s ENacTUYHICTL NONUTY — Lie NOHATTA, AKe
XapakTepuaye YyTnnBIiCTb (peakuito)
obcAry nonnTy 40 3MIiHU IHWKUX YNHHUKIB
(LiHWM TOBapy, 4OXOMIB CroXuBaya)
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What does price elasticity of
demand indicate?

The price elasticity of demand K
simply shows that to what

extent the demand will

change (increase or decrease,
generally in percentage) for a

1% change in the price level.




s EnacTuyHicTb NoNUTy 3a WiHOK — Le
KoedIUIEHT, AKMU NoKa3ye, Ha CKINbKU
3MIHUTbCA 0OCAr NONUTY NPW 3MiHI LiHK Ha

10n0. (%).

Ep = AQ(%) / AP(%)



Price Elastlclty Definition: the affect of change in
Of Demand price on the quantity of damand,

% changa in quantity demanded

PED=
% change in price
o
Hghiy Dlarze
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Price elasticity of
demand



KoemIilieEHT enacTU4YHOCTI Ed:
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Price Elastic demand

- change in price leads to
bigger percentage
change in demand
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www.economicshelp.org
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INELASTIC AND ELASTIC g

elastic

ElasticDemand




O6umcnitb E b1 = »AQ/%AP=
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Inelastic demand

- Change in price leads
to a smaller percentage
change in demand.

80 83 Quantity
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O6uucnitb Epz = %AQ/%AP=
= -17%I/25%= - 0,7
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Price elasticity of demand
s Ep>1 elastic demand

s Ep<1 Inelastic demand
s Ep=1 unitary elasticity



AKWo uiHOBa eNnacTUYHICTb NONUTY I v

A

popisHoe 0,5, To ue o3Havae, WoO:

a) yCsKl 3MIHWN LiHW 3MIHIOKOTL NonuT Ha 50%;

6) 36inbLweHH obcary nonuty Ha 1%
BignosBigae ameHweHHSA uiHuM Ha 0,5%:

B) 3MEHLUEHHSI UiHM Ha 2% npun3BoauTb A0
30inbLeHHA obcary nonuty Ha 1% ;

) a3MiHa uiHn Ha 0,5% cnpuYnHNTL Taky X
3MIHY KINIbKOCTI TOBapy, Ha KU nNpen ABneHo
NONUT.



" S
IO BM/MBAE Ha wiHoBY 14\
enacTUYHICTb NONUTY? %&
= KINbKICTb TOBapiB — 3aMIHHUKIB.

= YacTKa BUTpaT Ha npuabaHHsa ToBapy B
OroOKeTi crnoXuBaya;

= TPUBAnNICTb AOCNIOXYBAHOro nepiogy 4vacy.

o




TECT

= LliHn Ha BKa3aHI ToBap 3HU3UNUCb Ha
OO HAKOBY KiflbKiCTb BiACOTKIB. Ha AKkun
TOBap 3pOCTe BeJfIM4YMHa NonuTy OinbLlie, HixX

Ha THLLI.
a) Ha CIPHUKWU;
6) Ha xnio;
B) Ha eNeKTPonamMrouKu,
) Ha NOCIyrn KOCMeTonora.




[le nocnyrmn kocmetonora?
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3B’A30K LIHOBOI enaCTU4YHOCTI
| goxony

= LLloO niaBuwinT cBOI AoxoAau,
MeTpononiTeH NiABULWKUB LiHU Ha
KBUTKU, a TeaTp — 3HU3UB . XTO OiAB
npaBunbHO?

A)teatp b) metpononiTteH

B) Bci ) HixTO.




METPONONITEH

BapiaHT 1.

LliHa kBUTKa :1 rpH.
KinbkicTb nacaxumpiBs Ha ageHb: 100000
BapiaHT 2.

LliHa kBUTKa :1,5 rpH.

KinbKicTb nacaxupiB Ha aeHb: 90000
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TEATP e |

KinbkicTb Mmicub B Teatpi : 1000

BapiaHT 1.

= BapticTb BxigHoro kButka go teartpy: 100
[PH.

s KinbkicTb npogaHux kBuTkis : 200 wrT.

s Butopr = 100 rpH. x 200 kB. =20000 rpH.



Teatp w

KinbkicTb Mmicub B Teatpi : 1000

x BapiaHT 2.

= BapTicTb BXIOHOro KBUTKa OO0 TeaTpy. 25
[PH.

s KinbkicTb npogaHunx kButkis . 1000wwr.

s Butopr = 25 rpH. x 1000 kB. =25000 rpH.

BuTtopr 3pic npu 3HMXKEeHHI LiHU!
HOMY?
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EnacTuyHICTb Ta 4OX0Au
npogasua”

a Ep<1 P TR
a Ep>1 P TR
a Ep=1 P TR

*) TR = PxQ



" BN
D1. Lle meTpononiteH 4n TeaTtp?
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D2. Lle meTpononiteH 4n TeaTtp?
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Polar Cases of Elasticity and

Constant Elasticity.”
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* camocTinHa poboTa



EnacTnU4HICTb
B pearibHOMY CBITI.

% N
s IHCTPYKWIA: B nasedernomy ab3zaui

MICMUMBCA MIPKYBAHHA NPO e1ACMUYHICb
nonumy. llosacnims:

= A) NpaBuIibHE YN He NpaBUIIbHE Take

MIPpKYBaHHA, cnMparymcb Ha 3HaAHHA Npo
enacTUYHICTb MOonuTy.

= D) nodacHITbL cBOIO BIANOBIAb.
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LenytaTt n. 3gopoBeHbknn A. A.
3anponoHyBasB

3HA4YHO NIABULLMTY NOAATKN HA CAUMPTHI Hanol
Ta uurapku. BiH ckasaB:” A nponoHyto Taki
noaaTky He Ang 30iNblEeHHSa AoXoAaiB
bromxeTy, a Wwob BiAdOUTK NOTAr HACESIEHHS A0
CAUPTHOIO i NOKIHYMUTU 3 TAKOK 3rybHOL0
3BMYKOIO AK ManiHHA. AKLWO LiHW Ha uurapku |
BUMNBKY 3POCTYTb, TO OINbLWICTbL MOAEN KNHYTb

BXXMUBATW L0 OTPYTY. BpeluTi pewT HIXTO He
NOBUHHUX NanuTu i Bunusatul!l”




" S
AnKoronb BOMBae HEPBOBI KMITUHMN,
a CMNOKINHI - 3annLaTbCA




" JEE
A akwo HaBnaku: P1 =500,P2 =400
TO E p1 =7

Eoi=100%/-20%=-5
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Ane paHiwe 6yno: D1=%AQ/%AP=
= - 50%/25%= -2
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KoedilieHT Ayroeol
enacTtniHocTi Ed:

| P S

(0+0:)/2 (P.+ D)2
AQ (P1+B2)/2

AP (0 +0))2
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| Why these planes do not fly%




" S
Marketers were wrong
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Demand is Price Elastic
(%-change Q) > (%-change P)

Midpoint
(%-change Q) = (%-change P)

Demand is Price Inelastic

(%-change Q) < (%-change P)




CamocrTinHa poborTa. iv K
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e JliHinHa c¢yHKuUia nonuTy (c.40)
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Bnpasa. ENNTACTUYHUW YN HI?

Cinb

Cinb y cynepmapkeTi “Cinbno”.
HoBi aBTOMOOIN

Bin®bwvBHI 3 CBUHUHN

BionycTtka Ha Kapunbax

INikn 3a peuentom

BeH3uH, Lo KynyeTbCA HACTYMHOMO AHSA nicns
NiABULLEHHS LiiHW

s BeHsunH, Akunin KynyeTbecsa Yepes pik nicns
NigBULLIEHHSA LIiHU

s beH3unH Oong Boaid, 9kun 130UThb LWOOHS



INCOME

ELASTICITY OF

DEMAND

il



Income elasticity of demand (YED)=
% change in quantity demanded

% Change in Income

* Categories

e Goods with income elasticities less than zero are
called inferior goods = demand declines when
Income increases




EnacTuyHICTb NONUTY 3a 4OXOA0M.

= Lle KoeIUIEHT, AKMN NoKasye, Ha CKINbKA
3MIHUTBLCA NONUT MPW 3MIHI goxoay
cnoxusBada Ha 1 og. (%).

Ei = AQ(%) / Ai(%)



EnacTuYyHICTbL MONUTY 3a AOXO40M.

.. Percentage Change in
Income Elasticity _ Quantity Demand (AD/D)

of Demand = Percentage Change in Income (Al/l)

Income Elasticity  (D; — Dg) / (D; + Dy)
of Demand {1, ~Igi {ly = Ig




KoepIiLIEHT enacTUYHOCTI El:
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TECT %@;\

= Ha sskum ToBap nonut byae OinbLu
eflacCTUMHUM 3a A0XOAO0OM:

= 2) MOJOKO;
= 0) ppykTY;
= B) 30J10Ti NpUKpacu;
m ) OEH3UH.
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What is Income Elasticity of Demand?

& J

Income elasticity of demand (YED) shows how responsive the
demand for a product is to a change in (real) income

* The formula for calculating income elasticity of demand (YED) is
* % change in quantity demanded / % change in real income

With income elasticity, we distinguish between the following:
Normal goods — they have a positive income elasticity
Luxury goods — where the income elasticity > +1
Necessities — here the income elasticity >0 and <+1

o v B

Inferior products — these have negative income elasticity

Inferior goods are counter cyclical goods — products whose
demand varies inversely to the macroeconomic cycle — demand
rises in a downturn

tutor2u’



Inferior Goods

> Inferior goods have a negative income
elasticity of demand. Demand falls as
Income rises

> For example:

e A 12% rise in incomes leads to a 3%
decrease in the demand for bus travel

o I'he income elasticity of demand = -3/+12

e Yed = -0.25




EnacTuYyHICTbL MONUTY 3a AOXO40M.

s 1>EI >0 HoOpmanbHI TOBapu

m EI>1 npeamMeTn Po3KOoLUIB

m Ei =0 ToBapu nepLiol HeobxiaHOCTI
x 0> EI TOBaPU HMXKYOI SKOCTI



CROSS PRICE

ELASTICITY OF

DEMAND

il



Cross elasticity of demand

s Cross elasticity of demand evaluates the
relationship between two products when
the price in one of them changes.

Cross Price AQx/Q
Elasticity of = ((Api,pfi Laiig

Demand




" EEEN————
Cross elasticity of demand

n [lepexpecHa enacTUYHICTbL NONUTY 3a
LIHOK — Lle KoeIUIEHT, aKnn nokasye, Ha
CKiNnbKN (%) 3amMiHUTLCA nonuT Ha ToBap X
npw 3MiHI LiHM ToBapy Y Ha 1 ofa.

Exy = AQx(%) | APy(%)



Cross elasticity of demand

= Also called cross-price elasticity of
demand, this measurement is
calculated by taking the percentage
change in the quantity demanded of
one good and dividing it by the
percentage change in the price of the
other good.



:

Cross Price % Change in Quantity Demanded of Product A

ElaStiCity of = % Change in Price of Product B
Demand

Formula
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» AKWO nepexpecHa enacTUYHICTb
nonuTy 3a WiHOK MDX ToBapamu A Tta B
popiBHKE ( - 1,5), TO MOXHa
cTBepaXyBaTu, Wwo ToBapu A i B ue:

a) Macrno i MmaprapuH; 0) MOMoKoO i Kedip;
B) MakapoHu i x1id; r) aBTomMo0bini i 6eH3nH;
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Cross elasticity of demand
=« CE >0 ToBapu - cyocTutytin

s CE = 0 He3anexHi ToBapwu
a CE <0 TOBapu - KOMNNeMeHTn

COMPLEMENTARY SUBSTITUTE
GOODS GOODS
< >
CLOSE g O CLOSE

CLOSE CLOSE

.................

Perfectly Perfectly Perfectly

elastic inelastic elastic
(unrelated)



PRICE
ELASTICITY

OF
SUPPLY




Price elasticity of supply

s measures the responsiveness to the
supply of a good or service after a
change in its market price.

Price Elasticity  (AQs/ Qs)
of Supply = (AP/P)




Price Elasticity of Supply Formula

Price Elasticity _ (S1-S0)/(S1+ So)

of Supply = (P1-Po)/(P1+ Po)

Price Elasticity (AS/S)] -
of Supply [(AP/P) m

/\/\/
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Price elasticity of supply

=« EnactunyHicTb npono3uudil — ue
KOeILIEHT, AKMU nokasye, Ha CKifbku (%)
3MIHUTBCS 0DCAr NPONo3unLil ToBapy nNpu
3MIHI MOro uiHM Ha 1 oa.

Es = AQs(%) | AP(%)
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KoediuieHT enacTU4HOCTI
nponoanuil

Ls = AQ.AP &05
O P AP (¢




TECT

= LliHn Ha puHKY Mmonoka Bupocnu 3 5 o 10
rpH. 3a niTp, npoaasui 30iNbLWWUNAN CBOI
noctaBKky Ha pyHOK 3 10 oo 15 TOH. Ha micsaub
Mo>xHa BBaXaTu, WO NpPono3uLlisa MosioKa:

a)enactuyHa

b6)HeenacTnyHa

B) Ma€ OOAUHUYHY €NacTUYHICTb
r) abcostoTHO enacTnyHa
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Where's the milk? .S_

INELASTIC SUPPLY

T o /o ~ ELASTIC
| ~ SUPPLY




EnacTu4HICTb Npono3uLiii 3ane:
. \4
&

= 0cobnmBoCTEN BUPOOHMYOro Npouecy, sKi
NO3BOSIATb BUPODOHMKY TOBapy
PO3LLNPATN NOTO BUPOOHNLITBO NPU
NiABULLEHHI LiHKM, ab0 NepenTn Ha BUNYCK
IHLLOI MpoayKuil Npy 3HMXKEHHI NOro LIHK,



EnacTu4HICTb Npono3uLiii 3ane:

Bif: I‘*E

= (PaKTOpPY 4Yacy, Konu BUPODOHMK HE MOXeE
MUTTEBO 3pearyBatul Ha 3MIHY LiHN, TOMY
LLIO AnA 30inbleHHs BUpobHuuTea (abo
CKOPOYEHHS) TOBapy HeobXigHO Ynmarno

yacy;



EnacTu4HICTb Npono3uLiii 3ane:

Bif: I"E

s 34aTHOCTI TOBapy A0 AOBroTpuBasroro
30epiraHH4A. [1na ToBapy, KUK HE MOXe
30epiraTucb OOBrMM Yac, Hanpuknag, m
ACO, OBOMI | PPYKTU, €NaCTUYHICTb
npono3unuii dbyae HM3bKOK, TODTO
npono3unuia oyae HeenacTU4HOL.
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Elastic or inelastic supply of live
fish?




" SN i
Where's the fish? .S_
INELASTIC SUPPLY

T ~ ELASTIC
| . SUPPLY
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CamocTinHa pobota (c.41) 1%
Y
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EnactnyHa Ta HeenacTn4yHa npono3uuis,
OOVHUYHA eJTaCTUYHICTb NPONO3UnLil.



" SEE———
CamocTinHa poboTta

= Would you usually expect elasticity of
demand or supply to be higher in the short

run or in the long run? Why?
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