	Key term
	Definition

	Normal goods
	Goods for which an increase in income leads to an increase in demand

	Inferior goods
	Goods for which an increase in income leads to a fall in demand

	Substitutes
	Competing goods

	Complements
	Goods which there is joint demand

	Elasticity
	The extent to which buyers and sellers respond to a change in market conditions

	Price elasticity of demand
	The responsiveness of quantity demanded to the change in price of a product

	Price elastic
	Where the % change in quantity demanded is responsive to a change in price

	Price inelastic
	Where the % change in quantity demanded is not responsive to a change in price

	Income elasticity of demand
	The responsiveness of D to a change in income

	Income inelastic 
	Goods for which a change in income produces a less than proportionate change in D

	Income elastic
	Goods for which a change in income produces a greater proportionate change in demand

	Cross elasticity of demand
	The responsiveness of D for 1 product in relation to a change in price of another product

	Price elasticity of supply
	The responsiveness of the quantity supplied to the change in the price of a product


