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[0 O The price elasticity of demand varies with the length of time in which consumers can ad[J ust their spending
patterns when prices change. The most dramatic price change of the past 50 years[d the oil price rise of 1973-740
caught many households with a new but fuel-inefficient car. At firstC] they may not have expected the higher oil
price to last. Then they may have planned to buy a smaller car with greater fuel economy. But in countries like the
US few small cars were vet available. In the short runJ households were stuck. Unless they could rearrange their
lifestyles to reduce car use[] they had to pay the higher petrol prices. Demand for petrol was inelastic.(0 [0 Over a
longer periodd consumers had time to sell their big cars and buy cars with better fuel economyd or to move from
the distant suburbs closer to their place of work. Over this longer periodd they could reduce the quantity of petrol
demanded much more than initially. The price elasticity of demand is lower in the short run than in the long run
when there is more scope to substitute other goodsl] This result is very general. Even if addicted smokers cannot
adjust to a rise in the price of cigarettesC] fewer young people start smoking and gradually the number of smokers
falls.
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