
 
Section4.5 ElasticityofDemand
Demand N fcp

change in demand
ElasticityofDemand F changein price

date
dplp
Indef always a functionofp

always positive
F 71 s demandis elastic
F i inelastic
F L ofunitelasticity
F 1 PT RI
ELL i pT Rt
F L i R is maximized
EnarpleDemandeg p set 7

a Find elasticityofdemand
Want F Paddy

p n 17
a p 17
die 1
dp
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b Find F when p 6 andinterpret
F 61 7 6 I

F 6171 PT RI
change in demandECG t.ch pce 6

demandis going by 6 per 1 increase inprice
alwaysopposite

c Whatprice maximizes Revenue

Recall Revenue ismaximizedwhen Ecpi I

needto solve Ecp 7 I p p17 s p



2 Assume F 831 0 61 If price is decreased by 6thenwhat is approximatechange
indemand

Originalprice p 83decrease in p 7.2

0,61 82 Emd Yochangeindemand
change in price 7.2

change in demand 74.44
Warning Webassignmay use g in place ofse fordemand
Problere
D Ncp 1183PM
a Find p to maximize Revenue

b Compute ECD andinterpret

Demand is

Asprice Revenue

demandis going by per 1 increase inprice
2 Assume F 201 3 If demand is increasedby 2 thenwhat is approx change
in price


