


" Nodume of Manaaeﬁal Economics 1 —
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I Close ; :
close o micro economics —

VAAA LAAAAAAA

Micto economics s the bamanch ob cconomics That

deals wih the ndividual units of an ﬁ,c,onomc(.}L-

— These fndividaal uniks ma:ud be a fiom (or) o person (om]

a geoup ob them-
—> Qtace, Mcmo.ﬂar?a\ Economics is concerned Nith  the cmaLUSfS

and *?-?nd‘u’nca_ oPHma\ solution o decision -maK?na Pmobiems ol

bustness (or) k%\ms .

. Managerial economics s pawagmatic
B NS graromics s RIS in naduoe —

e WWAAANA

Manocdeﬁ’al economics 2 Pmouamcd-i'c in natume i-e3 orfente
bowards aPPU’CJ:LHOn gince it cdoe_s budond Pmovi’di’nrﬂ ‘-:st?za?d and
abstioct theoritical Yame NOtlce Yot managqers Lor daci’sl‘_on ma,\,ﬁ’nj
Coim) pooCess
P Resnpriee! fo e

Manaaer?ct\ topomics aims fo analyse bustness  puoblem gy

e boasis ol establiched concepts and hence fe conceptual in

natase.

i Manageriod ecopomics 42 lize a ALY economics
lonageis! goonomics gtilizes some theartes gb Maco ecanomic

Macro economies jg “the glrudcd ob Pmob\ems ot E.Conom(c[ of
nakion as a whole-

o M:mqaeﬂa\ economics doesn't paxescﬁ‘l)c solations to business pmobi
n isolation and hence Lakes Tthe help ol Some macyd economic

Theories o underctand the eovimonment $n which the Fiaun operactors.




~§_M&ngge9ﬁal cconomics 1§ problem ebom"n% in nature — ©
_ Besides anaJ(ysfnﬁ the manage%i’al paioblems of business
units, managesial economz% ko ams ak 731‘7)&&)(7 out optimal

_éolu%i’oﬂ% 4o the buefness poioblems of  fioms.

6« Tt bg’on% 40 Nonmative economics —
Economicg can - be clagsifred ot oo -{w)@z% -

Q. fositive  Economick:

b. Nosmative Economick-
—> fosifive economics  descoribet  “luhat it % " le., Obsenved
economic  phenonienor).
—> Nosimalive economick  priescaibes ' what ik gughk 4p be”
;ff'-) 't dr%-&’n(jt}?&b@ the Heal Pronm actual

+ Ofens scope +o evduate cach  altesinative —

Mam7es17al economiA  psiovidek  an 6p;>0311€1m?# o evaluate
cach altesative in teomt of- B coek and 9tevenues-

The maﬂajefﬂfal economist  can  decide wf.)f’cfw e Hhe bellex
alteninative o maaximige he ps1ofily o the. Famn.

8. Intes <if§£'pP’,’aD£1<‘j -

The content , tools ond ﬁcbni’cg/ﬂé o mmajewfal CLonomic
ase dsiamn  om diffesient Subfecls Such as— Economics
Manaﬁemen!— ) Matheniatics, Stedietics Acaoun{’ancg ) ngchomja( ,
O%ﬁanf/ga}fona/ hohavious (0+8) y Socfolt%%{ et



q. Agsumptions and Liitations —

E\!e:ﬂg concept and —Hveoﬂd of managestial  economics %
based on cesrtain  aggumptions and as uch -thein Va/:"ofﬁy Z
Nk Univestal - wheste dhesre % charﬁe— n assumplions, the
theoy may  nok b god at all

—
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L

‘:Q\QP.Q of Managesffal economics -

I\i@@gf_ﬂ decigion asteas
. Perpduction:
%. Reduction [ contol of Cosk

*. Detestmination of paifce of o oy | Optforal
Concefﬂig —Afp]fec!;}’ - ghen potoduck | <envice. >T ook
+€Ch”'°b“% —n ¥ Make o9 Iouj dectgion
al MES >

*. IﬂVen%m(tT decteiona
*., Capital  Management
¥ Papt P}ann?rsz 3 mmﬂeﬂf*
% Tnvegtment decigions -

Concepl , Dedigion aseas ond optimal  Solutions in M.E
. Demand dﬂg%iml and —%meca%"ng —

A buginegs fam B an  economic omjan&a{{on ; whfch 74

eryajeaﬂ in ‘fﬁaru'-g@%mi’ng@ Pﬂoduc%»’\)e s1e800NEs nto gaacié ~hat
aste tp be &old n +Hhe mosiket

—>A mafon pesit of  managexlal decision makfr? depends, on
awsiale  egtimates OF demand-



| : 2)
-}A’—fmecw@{' Oﬁ *ﬁ!‘l’dﬂ@ /ga}gé /gegm/@,s ar auide ~ip ’}hec

--lﬁanajmenk o1 Pﬂepaﬂ‘fna/ psroduction  Schedule§ and emplayr“ng/

FELOVN R .
~—> T+ Wil help mana emenk 4o vmintain (M) /s-h]en(?%hen 4

maﬂ kel PO/SFHOH and PﬁTDﬁr'ﬂ* hose.
~—The chief -Hopick covesed aze—
* Deriand detestminant
% Demand. digtinctions and
* Pemand —Foﬂeca,s{frg-
9. Cost and  prioduckon analygis —
Cost esfimales ase mosh Usefil 8 wanagement
deciglons-
—>The dr’ﬁle‘ﬂenl’ factong -that  cauge vesiations In cost eghimates
Should  be given  due considesiations  fos p)annfr? pusposel

—>The d’f@ﬂ’ HoplcA  Covested  Undest cogt and  pstodock’on analg&i’,@

ase —
¥ Cogt concepi? and claggifications

¥ Cogt oulput opeladionshipg
. Fconomies  and  dizeconomies of zcde and  prioduction
5. Pricing dedigion, polides and  prachices —
A patfice Q?VE’/S income o -he fram , it comtiutes
mosk frposttant  field 4 m-E
—>The chief -topics —Hhat coven undes +hie amne —
*. Pofce deteamination @ vasifouvs wmonket -forims
S£. mecfna folfcies -
*. ﬂfcfﬂ(? Methad-



k. Difestential pm?c?ng-
¥ Prioductve. and  Potice —f’owecazs#'ﬁ-
4 Paodit mavagement =
The chiej puspose OF @ buginess faim 6 fo eam
mMarivum,  psipfit
—>These 4 dfm%y& an element pf unces {ﬁ?nf{g abpuk Pﬂmﬁ‘fj
beause of vastiatton in  cogh and aevenves.

—>The Tposttant agpech  covesied undexn i anea are—

* Natuse and medgusement of psiofit
%. Polit polides and
X. Techn}’q/ve,@ of P?ID]LI’J: P’annfng Ike Bmeakﬂeuenfana%‘f&@-

5* Capital mgnagement —

Capital management  impliex plannfna/ and corbol of
Cap‘f{nl evpendHusie  becauge i Tvolver o ﬂamge Sum-

—>The man —opid Covested undesy Hhix os1e—

. Cost pf Capial.

*. %late of ehan and \

#. Seleclipn o pewfec’hi-
6 flied dscplines —

The concepls hat help the Manajemenl‘ in *i"akf’nﬁ/

buginess  decidon ase %a??{'a%"ve h mMature
—> Thestefoste , mathemadical ools ate wf’delg/ uged in detesimi
Selationships  beluieen economic vasifables.

—>"The Jineast pmjammm‘}ﬁ Hechnigpe, which % wnathematical
fg vsed bd Fion 4p  Marimige (d) minimse. Hhole o@”ec«h’ve SFunclion



A'—,‘—%‘,‘gi’mﬂaml Statigtical and accwn%fru(j parfnclples  ate wed  m @
%fc_tkf’n? busines’  decision-

——sThestefame, wathemadical +ools S’l“a{‘)',g'hﬁcal —iechnf%e/ﬁ and
.accomn{fe? parincipled that uged n anafﬁs:"ng Lugineg’ Pmoblemfﬁ
algo come undest the &cope of managestial CCONOMICS, -

—

Derand -Analysls

Meaning of  deviand:-

K Evefna want Suppostted b(‘f the wﬂ)’?nanegg and abﬂh‘g
o 19%7 constttutes demand 8 a. postialat  pspduck (1) Seswv fe !
— T Othes1 Wonds, i 9 wank a Gy and 9 Camnok pay Jh TF,
theste & 0 demand oot the @ faom Y &lde -

~> A pooauck 051 Sesnie 18 Safd b have demand when 3
conditions  ae  satizfied —

#. Degine o buét-
*. -Prbﬂ?fj 5 PO(Ij»
*. N‘n’lli’rgne% +o Paa~
Unlegs  all hese condiHions avte =[;uh§1‘!1ec1 , the porodud- T8 Mot
afd b have any derviand -
efition of Demand -

T %% deffned as the @uaﬂiv%g o} 300J.5 & Sestvices
degined by an indffdul backed up By his ability o pay ¢
algo  his w?h?’ngnef% 1o Pa(y-

—> Thonden 4o Canonput demand —Foﬂe(m,lﬂ’ng) the managest
mugl Jfeiet undesigtand the  basis of congumes demand  which

Y e



a) Nh& |

b when :% o Ppwichase

c) -How much

Type 0f Deviand +

The diffemient types of demand Includes :
a) Distect demand & Tndfstect demand-
b Destfved & Autononious  demand-

o) Dustable & Non—duraple 3ood£ demand -
d) Ferms G Indu,@%ﬂg demand- |

e Total masiker & Masiket /@egmenk demand -

W) Dinect & Indotect demand —

|
The dfstecled demand also Known as “Congumem: demand

-—=>Demand -for  qoods -that acie di’srrec@ Uged four  congumption i(),?
the ulimate <ongumes; s Knpwn ax U Dsect demand’f

—> Such goods befng uged ’430’1 fina - consumplion foam HRe =

" consumests oz demand-

Exi- Beead 5 Teas %eadgmade shisiig el

Indistect demand  alse KpoWn as Y bypduces  goode dernand
—>Indloredt demand & the demand B gocdz that aste Mot
Used % Consumesig  dérectly.
~—> They aste uged bj Poroducests R pﬂodua‘?\a othest qads £
Auch goods  f8m = Pypducess qoode  demand-

- Kaw matesifalg, ool k..,




| omo d (2
b) Monomou& demand Vs Destived demand — .
=—> UAudonomou’ demand’ oefeniz o the demand -+ PﬂOduC

and gesvices dmec%fa

E‘lr‘ e demand Fos +he Besivice§ OF & Asupest /gpeua!da hozpitad
can be congidested o0& “oufonomous’ whesie a3 the demand -fob

hotels ostound that- hospHal R @lled @ “Yestved demand
—> Desived demand  “lefes1s o the demand fox o psieduct
osliges out of the punchase of o pasient ﬁfodudﬂ
Bty - theste 8 no demand 5 houges |, Hhese mMayy ot be
demand  £f,  cbleel , cement, Lafckd and &0 on-
*¥. Demand p1 hoveer 2 audonomious -
*. Inheste ag  demand  fpot these Tnpls fs destived demand

S) Dusighle and mon- dusiable goods demand —

—> Dusiable gocds ave  +hose Hhat @n be uged move than Onte
Ovest a, Pestfod of +me-

Bt~ Machived | ook (Prieducesst goods)
* Coot ﬂeoddrwade &hisili  Ccongumes's 3000'/@)

—> Non dusable goodé oste hose Which can ke uvged onlﬂ once.

B . Cod ) o ((Pypducest's Jecds)
*. Botead , Jam  (congumes'’s qoods)

d) Fom apd Tndughy demand -
—>The demand 8 the paoduch of o postticdan Fram  i& Ko

ax "“Fay demand”



—> The demand fo9 the puioduct  of ar porthitulen f.r)du@'Fﬂ?f('j'.?é,_,
Knowin 0.8 ‘I,)C)Ug{«ﬂg demand "

Ezi-Demard oo pens , -Toothpaste-

) Total mankel and manket begmen ent demand —
—> Demand anaiag:s siequiznes Mok only the ot demandl it
@ popduck  bub algp o boreak up OF Hhe demand e the
Prroduct  §n difjestent  pooil of the masnket-
~—> The ket ™May be degmented on the bmsls of age, Ber
aeoqziaphical %e(?i"on ez ..,
Eti-Demand fon vadilal fee eream o Trdin g the Y Total
masiket demand

Exi-Demand fou1 Vadilal fce coream Rafaston s " Miastke b
Begment demand "

-:?'—'

/ngeq minant’ Of demand

The \Vasifows factonk aﬁech"na the. demand foor o Commc
-—dffg asie Knoan os  “ Detestminant ol demand”.
They ase —
L Pifce of +the peroduct
9. Income of Hhe consumes-
3. Bitce of Subetturies
He Peifce of Complementosiies
5 Consumesyle tastes and poesesiences
6. pulation
3. Advesttizement and ®ales psiomption-



- .. 8 Gually of +he product- C@

q. Ceason and Weathesl-

I,’E‘ﬂff_? of +the Commodﬁ‘{j-— |
Tﬁe psitce  of a 3“?ven commodﬁ"g X an ‘mposrtant Facton

in fayuencfnj s demand:

~3 L the potice 18 vesty “{7*‘ ,001(7 for  pegonsd can affond

N7 bu(j k. Te. the c:omn’bdﬂy wil have a low demand .

—> T the patle g low, @ fasige no- OF pesigons  Can ‘3_16610!7 “+

offord +o buy i Tewthe commodiy il bave o hih demand -

—> Thug , the pafee of o Commod?%y ©1) Seswice & an fnporrtant

detesiminant of Jhe level of &  demand:
3/1\

?‘5\%&&
D
> L

——> Demand
Relaton bl pyfee apd demand

O

9. Income of +he Congumest—
Begldes the pofee level, Tncome of -the congumest 391@<1ng
delesimineg the demand H=n o Commod?lg-
A olge h hizg fhcome Wil fead 4o puwrchase  move unty of
+he @mmod?{z], and Vice - Vemiga,-
Thus, the demand fpu the 'cOmmmrng, pes up o3 comek
don  with dhe Thesteage (07M) dasteage n fncome of —he

Cbn,%umea'l :




Subsiitutes —
In coge of Aubslthrles of o prioduct | +he change T the
poifce of  Rubgtitules will eeck Ahe demand +61 the othes Pﬂodud

Ey =The vige fn dhe price o) tea will megdb in  dncmease of
demand o colfee and Vice-ves.

W
<
o

)

2

K- Porfce of Complementasifes—
“The changes n the pofce of o compfemenhmy 30007
will  affect +he demand -fot pmmaﬂa jOOd
EyrThe pofe of @n wil E#GCF ‘he demand‘—-{v%_ Pdﬂlol-_
-_;_Tﬂwe decweate tn —the poifce of oot will =resull i\ nemense i
demand o peterp. | |

5 Congumesis fasles and prefestences —
Chanj% in iasfeg and  fashpnr Of ,8'06!6\‘3 wrll @ﬁLed'

the demand st @ ptoduct
—>T o product Qqees oub gf Jashion , then it demand vl
come. down-
6 [opuostion—

T theste & a dwang@ in tRe  populadion of o given
Magkel ) dheste Wil be o cbanje fn demand.
~—>Kige fy +he populadion  eofl wesalt in focsiease Tn demand
and ) Wi lead 4p decsiease -

~=> Teenagesi®, middle ~age , Oldexs , male—-female  statio, pla‘y ¢
Vital a10le Tn dxz@f’dﬁy demand  of o produck.



F. Advesitigement and gales poomption— M)
. TnJrodadis wosild , odvestieement has o mafor 97,0}8 in
demand  coealion fom o pstoduct.

~> Advestligement cojeates Hhe amastenegs abodk  paodvtk 50,

Yhe congumest will ke fluenced and e demand fom The
p1oduct goer  up- |

8 Qudltty of the paroduct —
vqﬂ(-j product  with  p=ioven 'htzc]h quality il bave @
goreatesy  demand -
U Season gnd weadthes —
Cesrtain qoods ane gearonal i nadusie.
”ﬁiey Wil b2 demanded onlﬁ h @ Foj']{—f(,ufo.ﬁ’] geagon-
—> Waathest condition also coreqtes demand 458 aome pmoducjxv
Err % Umbsiellag th stafny  eeaon.
¥ Colion dothes $y  _Summiest-
* Cooldarfnks o hok dadd et..,

~=.Thus , adearon gnd  weathes dlw

play a ve importtant-
swle  demand. ! 75

Demand —functon :—
Demand funclion & o wathematical expsession of elation
helneen the @uanh’{; demarded and 1'% detestminant® -

D?C = —ﬁ(ﬁt)-f}g) PC) I}-T) O)

theste
’ Dy = Demand o '¢' psioducly




Et: Forfce O Ly’
Ps Poiices  of Substituttea

F. = Pyices of Ccmplemenﬁ

"

T = consumen's ncome
T = usumen's fastes and  pare-fesrerces
= othes  detesiminan of demand P8 %!
Jnpottant demand  detesiminant  need 4y be Studied  ane —
) Paice of  the Commodffg.
() Income 0f the consumei4-
Ui Pices of =elated 30044
~—> The pate of a COM-YY\Od“'ld and  demand B ik ane
‘r’ﬂ\!emelﬂu sielated on the  pthesthand , +he income of -the Contume
and demand aste PQS‘FH’velg elated »
> Inwte Of selated oode, fe., gubstiutes and campieme“{"am
the pofee of substitutes demand Hfont A given patoduct  ane
Po,sfb"velal, stelated:
The pofce of Complements and demand fon @ given

Pricduck aste 'nejq{#\/elé-/ orelated-

Az B

ol gf demand -

—> law of demand tates —he mefaHon/sh?P belween psice
and antity  demanded -

T A pesi4he law, when pate. fe facsteaged demand W -

decsteage.  and Shwiletly | when Porice B8 decsieased demand

e

Will Mesteqge.
= Thiz  |py

aLkumeg  that, othes éh;"rﬁs %emaf’nf’nj congtant,



+he chcmge h patfce. il %Véﬁ?&% affect demand.-

——>Thu,€ the arelationghip between paice and demand

mveen,@a -

0

P

%

—>The law of demand wy be ewplained with the belp oF

demand  2chedule .-

—> Demand  Schedule % a llet of guantities of a commud‘f%g,
pusichased %7 o @ngumest at  diffesent  pafceX -

DPemand  Schodule—

\oice of pagduct (ge)

Qmﬁ(ﬂf demanded (i)

10

N N

2
I
.
3
10

n fom the folloning dfag=om —




—>ihen paiee falls foom - Fi0 4o Zz, @Mnﬁ% dernaoo[ccﬁ':;
Ncoreages  fstom 9 o 10 units-

— On Hhe basie 0f demand schedule we can dolamt demand  Gnve.

— The demand dGisve (D) ghow& the fnuesnge srelation  between
potice and Opuanh{a demanded of  product ‘7',

—=> The demand Gowe Slopes downwarid Fiom lelb 1o %551"

A_[@S;@p*r’ong 4 Lo of demand

e

————
— — —_—

p—————

The law of demand fz  condiftonal- T oelates +o fhe
chanje i pstice \vestlable onlg , agsuMing -that the Othe

detesyminants 04 demand a%€  congtant:

The law of demand +hug, % hased on the qeol?owf’ng,
asgumptions —

-

2#. No chanje, N ConBumeang nNcome-

#. No cbange h faghton:

*. Np change In  Congumen's -agtes and potefestences

% No chanﬂe n Cubgtitute Pefxoducﬁ

* No change in ghe, age. and Sex =1akio of -he population.

.%' No change in 1Re Fange. of gooots avdilable Ho congumens .
% No c,hanje m 30\/e31nmeﬂf’ polfcy.

% No chanja in Weathes1 Conditfon -



Exdpliont o law of pevard - ©
> Toceslafn cages / poroduck, o wige in  pafce maaL atimulate
devand and _C‘.’m?bﬁg) v Jall n peifee mag/ decsteage. demand.

== TIn 4hig  dfuationg he demand Gewe Slopes  upwandgs forom
lelt b %@hl*-

% Pos cvja!i’ly goodz = Infestfpa jwd‘fv
¥. Belleo ?’amﬂ ?aa:ia = Supestion 306215.

~>tollowing cages law of demand fe fnoku applicable - These adfe
called ¢ Erceptiong +o the law of demand -
"fhe-j ane ,
e G,i’ﬁen 900&%-
2- Veblen 300015'
3. Qpeddlative  effect
A Jgnoviance / Tnpulze éﬁfnﬁ
5 feat of SCaj‘lcﬁ‘Ej.
©. Necesgasniek.

" Ciljen goods :-

The Giilfen 300d8} ifestios Goode agle  exieption 4o e low
of demand -

~—> When -the pafee of an ?ﬂnﬁemfoﬂ 3006’/3 ﬁGIL%) the. demand
whll fall and  Vice — vesigas -

== Cis1 Kobestt ' Gipffen has, made a Qb‘éb{dﬂ on expendrusie
PCIH‘QB'N\ ofF WY Ke=g n Tsreband in the 19 +h C@J\'hﬁa
~>He fpund +that when these wos an ocsiase I HRe po



of potafoes - fhese as wovle. demand oo iE AR
—>Bemuge of +thig exception ﬂcmmallg y Fhe  modkib clagg  wged
1o have potatoes and meat o3 dafly congumption , ~ potaty befn 3,
the. main Hood-

~> When thesle Wag an ncstemse fny e poife of . potatpes,
the  Same Wnﬁfa Was  contmed, og fF was an eLgential  Hem.

— o bug the. dame %anlﬂa of ptato, mMpye W)onea, had
‘o be @pent

= K a ek , lesg moneY- 0% available. R 514(7'0’_’(7 meat-
> Due b that congumption of meal beame legs -

—= Thug Giiffen bas  Sndicgled +his position as o pasiadoi
which T2 C(Jafﬂ,gf— the mnovimal oPema#on of lam of demand -
2. \eblen 9oadg —

Demand Py potegtige 300[&;; Will  be demanded - move
With @  arige o potfce: These qocds oste called * Veblen qoods ",
——Tn -these (age%, when the pofce qoes up, -the  demand
Wil ofi%e |, ag the Mah clogs /Socie{g people  wiill b“J them 4y,
Keep up theis prresHge
~—> I e

pofices falz, —these pecple il Stop bdﬁfn@
the 3000’8-

)

by~ Daiviond%-




-3 _S_Pemlaﬁ°ve demand — @
Low of demand dees not opesigle fcogse of speadative

demand:

~> Iben —hesie i an  etpectotion of Ffutume orke °n dhe  parice
of o cOmmod‘Ha , The demand Wi g MO%E and e cven

WHh %Tgfrﬁ Perﬁce and Vice — Vexga -

b hoﬂance,/ Tmpul8e  buudng —

Some-timeg, +he %alqug of e oommocl?% 2 jufjj’ﬁﬂy
by e psfee. |
—> Consumes hibk that Hhe  psicduck & gupesiosr 1] the
Pofce  Tg hfah- AR Such, —ﬁ)%f bu& mose ak a héjvhes’i p 9rice -

5 Fgagl Q:_ﬁ _‘S@—Cig—_
Duﬁﬁra +he Hmey of- emengen[(y (2D Was people wma}
@'LPecP &hoﬂhje of as commod;’w‘a.

At Fhat Hime jlb%f rmaa buy move even ot a H’aﬁefﬂ
pafce fo Keep adtocks £y 4he Juture.
6 Necegsastes —

In the ge of egrential commodities, +he juanh’%
demanded Wil ernin dhe  game negpeckive of dhe

chomﬁe i poifee

E2=Calk, Ontons et



An  exeptional demand  Giove  fg  Shown in e ‘be’@uﬂ?n‘a/‘

A

%
(S AR | D
Qg\\(’eaoé"w

{3°

P \;%
O

—— &uanﬁ‘g demand -

dfajeqam —

Thcage Of +hese exceptions , —the demard Guowe  Sloper

upuioo1ds -



Elasticity ot Demand
VAN W WWAAAAA

TIntroducer of the c,onlc:c[)\?: Marshal
me Tt {3 “The dgamea of esponsiveness of Gr“a“ﬁt‘([
demanded to a chancaa rn Fzﬁce or amd ather determinants
ot demand”

However , n o glrjct loa?cod Sense , the C;Onccf)l; ob- alo.sH’c_?E?
ot demand measumes the Slesponsiveness  of d emand Poy Q
Commodjna to chanaes in varigbles aefered o demand
Yancton.

TLGE\AS ot E\OSMCJ%EI of demancl
There are o Jad(ae,s ot ClOSJﬂClJﬁd of’r demaﬂﬂl

1 Psice aoshmhd of demand
2+ Income Eosldut.[ o demand
2. Cross Eas¥ici OP clemoncl

- AdV&fHSina Eloch'i‘r‘d ot dtmanA-

- falee Elostidty of Dment
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Ep = | 2%
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2
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AQ = Q3-0Qy = C,hanfac 0 demand
P\ = PS\Q\CC be%re chcmcae
Pa = Psitce obter chcmfae
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Ttz o Taiee Eladtiihy of damond :—
There are 5 -thCSa
' d) Pﬁt¥e.c Elastic de.mnd (g = oﬂ} e
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In this cases no chanac o a small chanao_ fn pafce
leads 4o anp ‘in_$1’n’ikc chancaa n demand -
Wy Pakectty Tadestic damand Go0)i

Tn this case e ChQﬂ(aC_iﬂ paice will not Chcmca es
He demand
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3. Copss Elaskicity of Demand
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1t te?rers 1o increase in the sales Sevenue bﬁccuusc
O?* d\o.“_(ae_ ‘in —‘—he adVerH\ginj (’_,XPCnC{T_‘—leC.
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Measumemer’ ob gafce Eloskisity of Demand:

The  Clasticity ot Demand ( patce Elasticlty of Demand)

can be me&gumed us?ncd %\lON?nca 5 methods -

2 Parcﬁh%acﬂa method (or) RnoporHOria\:e Method

2. Total ou’t\md method § expendrtusic Method
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tl{)c’o‘rﬂ‘_ mﬁhod
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e - U(ﬁ%arca elastic Demand-

v Pubety Hogtie Duvond (R2z):—
—> Tn thie case ot The cd‘s‘ven paiice The 'Cle,n’aﬂd ts endless -
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* Comporison ot selotion  betmeen paiice  and demand-

;Damand
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Nameri cal T ¢ of sh |
\ \dP Q{)t 0% | Descm?ph‘mj
Oumve exP?S\ESSl o0 | eloshs cﬂ—ﬂ Cuswe |
Co 2 intinl -
0D, e Pu?e,ci\d - l nsumers have {ndinite
orizonta demaﬂd at ParHo_dar PtﬂT ce
Plaslic :
but not ab all patices.
Dby | e-0 Per?cdfhd Vertical Demand memains unchant(:fe d;
inelastic Nhai-evér»,’be The chanae 7o
psifce-
DDy | >y Relaki 1
o th' Flat '[~ change in damandl s mMmore
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‘?’ﬁf _l_.he_ C,hCLﬂCAE i PU\.‘?CC_.
DD 2 i U
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Thn this method the daSch%a ob demand can be

Measusie & b(a t:ompar‘inca. The lotal t.xPenc‘?JrumC made bcd fhe

consumer at dibberent pm’iéc Levels -
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In fhe above table when Hhe puice s decyeased From
10 to 38 the dcmcmd ‘incxc,asec‘ Jgrom 1000 Yo 1500 units
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ihen the total expen tume decyeas ed roith decyease
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