
Chapter 3: Elasticity of Demand and Supply 

Elasticity of Demand 

Elasticity  

Elasticity refers to the flexibility or change in position of something.  

Elasticity of Demand(Ed.) 

Elasticity of Demand means ratio between proportionate change in quantity demand and proportionate 

change in factors determinants of it. 

i.e. Income, price, fashion etc. it is denoted by Ed mathematically it can be expressed as: 𝐸𝑑 =.  𝑃𝑟𝑜𝑝𝑜𝑟𝑡𝑖𝑜𝑛𝑎𝑡𝑒 𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑞𝑢𝑎𝑡𝑛𝑖𝑡𝑦 𝑑𝑒𝑚𝑎𝑛𝑑𝑃𝑟𝑜𝑝𝑜𝑟𝑡𝑖𝑜𝑛𝑎𝑡𝑒 𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑓𝑎𝑐𝑡𝑜𝑟𝑠 𝑑𝑒𝑡𝑒𝑟𝑚𝑖𝑛𝑎𝑛𝑡𝑠 𝑜𝑓 𝑖𝑡  

Ed =

∆𝑄𝑄 ×100∆𝑍𝑍 ×100  

   Ed =
∆𝑄∆𝑍 × 𝑍𝑄 

 Where: 

 ∆Q=Change in quantity demand 

 Q=Initial quantity demand 

 ∆Z=change in factors 

 Z=Initial factors 

Price Elasticity of demand 

price elasticity of demand means ratio between proportionate change in quantity demand and 

proportionate change in price of a commodity. It is denoted by Ep mathematically it can be expressed 

as; 𝐸𝑝 = 𝑃𝑟𝑜𝑝𝑜𝑟𝑡𝑖𝑜𝑛𝑎𝑡𝑒 𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑝𝑟𝑖𝑐𝑒 𝑜𝑓 𝑎 𝑐𝑜𝑚𝑚𝑜𝑑𝑖𝑡𝑦𝑃𝑟𝑜𝑝𝑜𝑟𝑡𝑖𝑜𝑛𝑎𝑡𝑒 𝑐ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑞𝑢𝑎𝑛𝑡𝑖𝑡𝑦 𝑑𝑒𝑚𝑎𝑛𝑑  

Ep =  ∆𝑄𝑄 ×100∆𝑃𝑃 ×100  ,        

 Ep = ∆𝑄∆𝑃 × 𝑃𝑄 

 Where: 

∆Q=Change in quantity demand 

Q=Initial quantity demand 



∆P= Change in price of a commodity 

P=Initial price of a commodity 

Types of Price Elasticity of Demand 

 

 

 

Perfectly Inelastic Demand (Ep=0)  

 

Relatively Elastic Demand (Ep>1) 



 

Relatively Inelastic Demand (Ep<1) 

 

Unitary Elastic Demand (Ep=1) 

 

 


