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‘[TThe two calculations (54 and ) do not yield sufficiently similar results, and we

need to establish a convention or standard procedure for calculating elasticity in such

situations. The convention we shall employ is the following: When price and quantity

changes are not “small,” the price figure used in the elasticity formula shall be the lesser

of the two prices and the quantity figure used shall be the lesser of the two quantities.”
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“A much more common convention is to use the average of the two price figures and

the average of the two quantity figures in the elasticity calculation. Using this conven-

tion, we get the so-called arc elasticity [7c). The convention used in the text {i.e., np)

has some distinct advantages over this more common usage, as we shall see later.”
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“IBly using the smaller price and smaller quantity in computing elasticity [yp), we

get an eract relationship between elasticity and the change in total revenue...”
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(1) J.P. Gould and C.E. Ferguson, Microeconomic Theory, 5th ed., Richard D. Irwin,
Homewood Ill., 1980.



