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A good/service is considered elastic if its price elasticity of demand that is more than one. An example of an elastic good is coke-cola which demand changes due to a change in price. For instance, if the price of Coca-Cola increases by $1, most customers will switch to substitutes such as Pepsi. A good/service is considered inelastic if its price elasticity of demand is less than 1. Expensive jewelry is an example of an inelastic good whose demand does not change significantly if the price changes (Buer, 2016).  
There are several factors that cause the difference in elasticity between the two commodities. These factors include income level, price and substitute availability. Level of price affects the demand elasticity of expensive gold jewelry and Coca-Cola. However, expensive gold jewelry is high-priced commodities whose demand is slightly altered by a change in price. Coca-Cola is a medium-priced commodity that is sensitive to change in prices.
Substitute availability causes the difference in demand elasticity of the two products. Coca-Cola and Pepsi are close substitutes hence their demand are sensitive to price changes while there are no close substitutes to expensive gold jewelry (Buer, 2016). Income level influences the demand elasticity of the two goods for instance during an economic depression people save hence do not spend on expensive jewelry hence it becomes elastic. 
 Businesses owners must consider the price elasticity of demand/supply before pricing to determine to lower or raise prices. If the firm’s goods are elastic, then a rise in price decreases revenue and vice versa. Information about income elasticity helps the owners to determine the types of goods and services that will do well in future (Buer, 2016). The concept of cross elasticity helps them to classify their products in the market.
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