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Price Elasticity

• Elasticity is the change in traffic demand due to a 

change in fare

• The elastic formula measures the percent change in 

market size as a function of the change in price and 

an elasticity factor

• The relationship between the quantity (Q) and Price 

(P) is expressed by the Coefficient of Elasticity (E)

– E=  ((Q2 – Q1) / Q1) / ((P2 - P1) / P1)

– The greater the absolute value of E the greater the 

elasticity
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Price Elasticity

• The Elasticity Factor is usually lower for business 

markets and higher for leisure markets

• Elasticity is seldom linear – it can vary at different 

price points

• There is no single Coefficient of Elasticity that can be 

applied to all markets
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Price Elasticity

• Price Elasticity formula is used for price stimulation

• Price stimulation

– A change in price will cause an increase or decrease in 

passenger demand

• Not to be confused with service stimulation

– A change in service will cause an increase or decrease in 

passenger demand
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