2
¢ Shoolini
University

PRINCIPLES OF ECONOMICS

Lecture 16 INCOME ELASTICITY OF DEMAND
September, 2015

== | >

W

[ LU LT

CLATATAL]

= R s —ﬁ




TOPICS TO BE DISCUSSED

1. Elasticity of Supply:
* Meaning and measurement
» Degrees of elasticity of supply:
oElastic
olnelastic

oUnitary elastic



ELASTICITY OF SUPPLY

»Elasticity of Supply iIs a measure of the degree of

responsiveness of supply to changes in its determinants.

» Greater the elasticity, the greater will be the responsiveness.

Example: If the firm decides to increase price of Laptop b
5%, What will happen to the supply of Laptop?

> Wil Increase or Decrease?
»By how much %?




MEASUREMENT OF ELASTICITY OF SUPPLY

%Change in Quantity Supplied of X

Es=
%Change in Price of X
Change in Quantity (A Q,)
Quantity (Qy)
Es=

Change in Price (A Py)

Price (Py)




MEASUREMENT OF ELASTICITY OF SUPPLY

Px A QSy
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DEGREES OF ELASTICITY OF SUPPLY

»Perfectly Elastic Supply
»Unit/Unitary Elastic Supply
»Perfectly Inelastic Supply



DEGREES OF ELASTICITY OF SUPPLY

« Perfectly Elastic Supply- small change in price, infinite
change in quantity supplied

« Unit/Unitary Elastic Supply- change in price leading to
equally proportionate change in quantity supplied

 Perfectly Inelastic Supply- change in price, no change In
guantity supplied



DEGREES OF ELASTICITY OF SUPPLY
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