Chapter 6
The Price Elasticity of Demand (E): the percentage change in quantity demanded, divided by the percentage change in price.
Price effect:      The effect on total revenue of changing price, holding output constant.
Quantity effect: The effect on total revenue of changing output, holding price constant.

Interval (or arc) elasticity: price elasticity calculated over an interval of a demand curve.

Point elasticity: a measurement of demand elasticity calculated at a point on a demand curve rather than over an interval.

Marginal revenue (MR): the addition to total revenue attributable to selling one additional unit of output; the slope of total revenue.
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TABLE 6.3 P215 Unit sales Price Total revenue {ATR/AQ)
Demand and Marginal $4.5 $ 0 _
Revenue 1 40 40 $40

2 3.5 7.0 3.0

3 31 9.3 2.3

4 28 nz2 19

5 2.4 120 0.8

¢} 20 120 0

7 1.5 10.5 -1.5
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Income elasticity (EM): a measure of the responsiveness of quantity demanded to changes in income, holding all other variables in the general demand function constant.

Cross-price elasticity (EXR): a measure of the responsiveness of quantity demanded to changes in the price of a related good, when oil the other variables in the general demand function remain constant.
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