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Source: Dickerson, K. G. (1995)

Consumer Spending leads the way
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Derivation of Demand Scheme
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Source: Morris, D. & Stogdon, A. (1996)
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Delivery Time Lapse
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Source: Stoeckel, A. et al. (1990) 

Elasticty of Derived Demand

• derived demand is price INELASTIC
• short to medium term
• margins tend to stay steady
• intermediate margins are squeezed first

• factors (more inelastic)
• the more inelastic is demand for final product 

(“market power”)
• the more essential the raw material is to the final 

product (eg. suits)
• smaller share of final costs of the raw material
• the more inelastic is the supply of other production 

factors (substitutes)
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Share of Final Costs: Wool
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