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Discussion- Price Elasticity
Price elasticity measures how a good is responsive to changes in its price in terms of the quantity supplied or the quantity demanded. It is the percentage change in quantity supplied or demanded divided by the percentage price change. Elasticity can be very responsive in which case it is elastic or it can fail to be very responsive in which case it is inelastic. The price elasticity of supply is computed as the ratio of the percentage change in quantity supplied to the percentage change in the price of the goods or services (Guirguis, 2019). The price elasticity of demand is computed as the ratio of the percentage change in quantity demanded to the percentage price changes of the goods or services.
Income elasticity depicts the responsiveness of demand due to changes in the consumer’s income. It is the ratio of the change in quantity demanded over the income changes. A high income elasticity indicates a high sensitivity of demand for a good to income changes. In such a case, an increase in the consumers’ income would be followed by an increased demand for a good while a decrease in the income will have a negative effect on demand of that good (Ghoddusi and Roy, 2018). A low price elasticity indicates that the changes in consumers’ income will have insignificant effect on the demand of a good.
[bookmark: _GoBack]Normal goods tend to have a positive income elasticity as the demand for these goods increase following an increase in the income of consumers. Therefore, the income elasticity for a normal good is always greater than zero. Inferior goods have a negative income elasticity meaning that their demand reduces as the income of consumers increases (Ghoddusi and Roy, 2018). Consequently, the income elasticity for inferior goods is often less than zero.
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