                                                                                                                            

                  Cross elasticity of demand (Exy)    
Cross elasticity of demand is defined as the percentage change in quantity demanded of good X due to some given percentage change in price of other related good Y, other things remaining the same.
 Mathematically,   
                              EXY =  
                     Where ∆Qd,x = change in quantity demanded of good X
                       ∆Py = change in price of good Y
Qd,x=  initial quantity demanded of good ‘X’
Py =  initial price of good ‘Y’ 
Types of cross elasticity of demand: 

1) Positive cross elasticity of demand (EXY>0) 
  If percentage change in price of good Y and the percentage change in quantity demanded of good X are positively related, then it is called positive cross elasticity of demand. It is found in case of substitute goods such as Fanta and Coke; Tea and Coffee etc. 
Graphically,  
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As shown in figure, the demand curve is positively sloped in case of positive cross elasticity of demand indicating that the quantity demand of good X and price of good Y are positively related. 
 
2) Negative cross elasticity of demand (EXY<0) 
If the percentage change in price of good Y and the percentage change in quantity demanded of good X are negatively related, then it is known as negative cross elasticity of demand. It is found in case of complementary goods such as Pen and Ink; Bike and Petrol etc. Graphically, 
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As shown in figure, the demand curve is negatively sloped in case of negative cross elasticity of demand indicating that the quantity demand of good X and Price of good Y are negatively related. 

3) Zero cross elasticity of demand(EXY=0) 
If the percentage change in quantity demand of good X is totally irresponsive to any given percentage change in price of good Y, then it is called zero cross elasticity of demand. In other words, if the goods are not related to each other than there is zero cross elasticity of demand. Graphically, 
[image: ] 
As shown in figure, the demand curve is vertical and parallel to price axis in case of zero cross elasticity of demand indicating that the quantity demand of good X remains unchanged whatever the change in price of good Y. 
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