
ElasticityofLabourDemand

Elasticityoflabourdemandmeasurestheresponsivenessofdemandwhenthereisa

changeinthewagerate.

Factorsaffectingthewageelasticityofdemandforlabour

Labourcostsasa%oftotalcosts:Whenlabourexpensesareahigh%oftotalcosts,

thenlabourdemandismorewageelastic.

Easeandcostoffactorsubstitution:Labourdemandismoreelasticwhenafirmcan

substituteeasilyandcheaplybetweenlabour&capitalinputs.

Priceelasticityofdemandforthefinalproduct:Thisdetermineswhetherafirmcan

passonhigherlabourcoststoconsumersinhigherprices.Ifdemandisinelastic,higher

costscanbepassedon.

Timeperiod–inthelongrunitiseasierforfirmstoswitchfactorinputse.g.bringmore

capitalinperhapsreplacinglabour
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