Chapter-4 Elasticity of Demand

Short Answer Type Questions (3/4 Marks)

Q1.

Ans.

Q2.

Ans.

Q3.

Ans.

The market demand for a good at T 4 per unit is 100 units. The price rises and as a result its
market demand falls to 75 units. Find out the new price if the price elasticity of demand of that

good is (<) 1.
P=xX4 Q =100 units
Py=? Q, = 75 units e = (-)1

AQ = 25 units

AQ P
F. B e— —
Y AP Q
25 4 100
. e e APs — =21 - Pi=P+AP=44+1=T5
o 1= 2710 - %" 10 S

The market demand for a good at T 5 per unit is 100 units. When price changes market
demand rises to 150 units. Find out the new price if price elasticity of demand is (=) 2.5.

P=5 Q =100 units
Py=? Q, =150 units e, =(-) 25

AQ = 50 units

AQ P
s —.—
AP'Q
50 5 250
e 2 = APe D .1 . PieP=-AP=S5-1=T4
= 25 = 2P 100 250 '

The market demand for a good at a price of 10 per unitis 100 units. When its price changes
its market demand falls to 50 units. Find out the new price if the price elasticity of demand

is (=) 2.
P=%10 Q =100 wunits
Py=? Q - 50 units U 2

AQ = 50 units

AQ P

" AP Q
50 10

AP 100

500
200

=25 . Py=P+AP=10425=T1250




Q4. A """I':'"m“_l‘“}'!. 160 units of a good at a price of T 8 per unit, Price falls to ¥ 6 per unie, iy
much quantity will consumer buy at a new price if price elasticity of demand is (<) 12 -

Ans.  P=8 0 = 160

P =6 Q) =? .rn-{-}]
AP = 2
AQ P
fu- —_— =
AP @
= 1- ﬂ*—a—
2 160
= AQ = 40 . QI-Q+ﬁQ-1ﬁﬂ+4ﬂ-Eﬂﬂunits

r unit. When the price changes |,

Q5. A consumer buys 200 units of 4 good at a price of T 5 pe
find the changed price.

buys only 100 units. If price elasticity of demand is (<) 1,

Ans. P=5 Q = 200
py=? Q; = 100 en=(=)1
AQ = 100
AQ P
fD- m— S—
AP @
s, 1= 100 5 o AP=25 . PjaP+AP=5+252P=275)
AP 200

per unit, its quantity demanded is 800 units. When

Q6. When the price of a commodity is T 20
demanded falls by 20 per cent. Calculate its price

its price rises by T 5 per unit, its quantity
1s its demand elastic? Give reasons for your answer.

elasticity of demand
Ans. P-= 1{5' *.  Percentage change in price = ESE x 100 = 25%
Py = 25
AP= 5
. % Change in quantity demanded 20 08
. % Change in price 25

Since, value of ¢, is between zero and one, it is inelastic.

Q7. When the price falls from ¥ 20 per unit to T 16 per units, its quantity demanded rises from 1000
units to 1160 units. Calculate e, Is itinelastic? Give reason.

| Ans. P20 Q =1,000
Py = 16 0y =1,160
AP = 4 AQ = 160




Q8.

Ans,

Q9.

Ans.

Q 10.

Ans.

Q11.

Ans.

4 1000
B
kT 0.8

Since, value of ¢, is between zero and one, it is inelastic,

Price elasticity of demand is (<) 2. 40 units of this good are bought at a price of T 10 per unit.
How many units will be bought at a price of T 11 per unit. Calculate,

P=10 0 = 40

.P|-1] an?'
AP = 1
AQ P
n'E}}"E p==2
. AQ 10
= 2 1w = AQ=8

Q, = Q- AQ=40~8 = 32 units.

The quantity demanded of a commodity at a price of ¥ 8 per unit is 600 units. Its price falls
by 25 per cent and quantity demanded rises by 120 units. Calculate its price elasticity of
demand. Is its demand elastic? Give reason for your answer.

Pereentage change in quantity demanded = % x 100 = 20%

® HCh:nEtindcmmd_iqﬂﬂs
O " 0 Change in price 25

Since, value of ¢, is between zero and one, it is inelastic.

A consumer buys 80 units of a good at a price of T 5 per unit. Suppose price elasticity of
demand is (<)2. At what price will he buy 64 units?

Pa5 Q = 80

s(=)2
P =t 01 = 64 §eis
AQ = 16
a2
‘n AP Q
16 5
= 2. w = AP = 0.5

P,= P+AP=54+05=%550

Price of u good rises from T 10 per unit to T 11 per unit. As a result, quantity demanded of
that good falls by 10 per cent. Calculate its price elasticity of demand.

Percentage change in prices -l-lﬁ » 100 = 10%



Q12.

Ans.

Q 13.

Ans.

Q 14.

Ans.

Q17.

Ans.

M Clange in demand

o e L‘.h.m].;t' in price
)
L 1
10
Price of n m“,ul fulls from Thio bl | per wnit. Asn ﬂ:g"lh its demand rises from 30 units to 6
units. Find out price elasticity of demand by total expenditure method. (
P b Q = 30, PQ = T 180
P, =3 Q, = 60 PQ, = 180

1

Since. there is no change in expenditure when price changes, price elasticity of demand is one,

A consumer buys 50 units of a good at u price of T 10 per unit. When price falls to T 5 pe,

unit he buys 100 units, Find out price elusticity of demand by the “Total Expenditure Method’,
P =10 Q = 50 PQ = 10 x 50 = T 500

P, =5 Q, = 100 P.Q, = 5x100 =¥ 500

¢, = 1 by the total expenditure method. According to thi
when price changes then ¢ = 1.

A consumer buys 40 units of a good at a price of T3 per unit. When price rises to T 4 per unit
he buys 30 units. Calculate price elasticity of demand by the total expenditure method.

P=3 Q = 40 & PQ=40x3=%120
P, =4 Q, = 30 s PQ =30x4=%120 :
¢ = 1 by the total expenditure method.

A consumer buys 70 units of a good at a price of Y7 per unit. When price falls to T 6 per unit
he buys 90 units. Use Total expenditure Method to find whether the demand for the goodis (

elastic or inelastic.
Pu?7 Q = 70, PQ = 7x70=T 490 ’

P, =6 Q, = 90 & PQ, =6x90=2540

¢.. is elastic by the total expenditure method. According to this method if total expenditure rises when
price falls then e;,> 1 or elastic.

s method, if there is no change in expenditure

. When price of a good falls by 10 per cent, its quantity demanded rises from 40 units to 50

units. Calculate price elasticity of demand by the percentage method.

Percentage change in demand = % x 100 = 25

% Change in demand 25
. e =—=25
% Change in price 10 (

The price of a commodity rises from T 10 to T 12 and consequently the demand falls from

100 units to 80 units. Determine the price elasticity of demand for that commodity. 4
P =10 O = 100
P, = 12 Q, = 80

i'!l.F'E ﬂguzu




022.

Ans.

0 23.

Ans.

Q 24.

Ans.

Q25.

Ans,

AQ P
‘% AP'Q

10 20

= —

=2

— -
2 50

If the elasticity of demand for salt is zero and a household demands 2 kg of saltin a month
T 5 per kg, how much will it demand at ¥ 7.50 per kg?

Since ¢,, = 0, there will be no change in quantity demanded whenever there is a change in price.
Thus, the household will demand 2 kg of salt when price of salt is ¥ 7.50.
Following are the demand schedules for commodities A and B. Which one of them has |

maore elastic demand?

Commodity A Commodity B
Price Quantity DD Price Quantity DD
10 100 20 100
12 90 18 110
,;‘; & f‘g.fzﬂ.]_n.:u,s
AP Q 2 100
f'ﬁ - ﬂf_l_ﬂﬂ_j
D AP Q 2 100

Thus, clasticity of demand for commodity B is more clastic.

Determine price elasticity of demand by the total expenditure method.

Price Total Expenditure
11 121
10 50

As price falls, total expenditure also falls. It means elasticity of demand is less than one or it is inelastk

Following is the demand schedule for a commodity }?

Price

15

16

17

20

Demand

100

80

50

40

Calculate elasticity of demand when price rises from T 15 to ¥ 20 and when price falls froe

T20t0 15.

¢, When price rises from ¥ 15to T 20 = ;:‘Q-f-:E.—ﬁ—:].E
PQ 5 10
A
¢, when price falls from¥ 200X 15 = QEJE: ?=%=ﬁ



Q 26.

Ans.,

Q27.

Ans.

Q 28.

Ans.

Q29.

Ans.

Determine price elasticity of demand using percentuge method. Given are:

Quantity Total Outlay (T)
20 200
15 300
PQ 200
When Q = 20, PQ = 200 Pe —a—=ll
Q=20, PQ 0" 20
wh:l‘l QI = ]5| PIQ,I - Jnﬂ 5 i PI - ﬂ.—gnl. = :'}_::E! L= 2{}
& B
AQ P
fp @ ==, ==
AP Q
. 219 025
10 20

A consumer spends T 80 on a commodity at a price of Re. 1 per unit and T 100 at a price of
¥ 2 per unit. What is the price elasticity of demand?

When P=1, PQ=80 ﬂQ-?uHﬂ
100
When P,=2 PQ, " 100 = Q= = 50
AQ P
rn- 'Ip'—
¢
2301 038
1 EO

The price of X falls from ¥ 5 to ¥ 4 and the quantity rises from 4 to 6 units, Calculate clasticity
of demand. What would you say about the elasticity if quantity de manded remained unchanged?

P=5 Q=4
P, =4 Q =6
AP = 1 AQ = 2

AQ P

f“. ﬂj}'_

Q

. 22nls
1 4

¢, when quantity demanded remains unchanged is zero.
commodity rises from ¥ 4 to T 20 per unit. Conse quently, its demand fulls by

The price of a
40 units and becomes 80 units. Determine the elasticity of demand.
Ped 0 =120
P, =20 Q, = 80
ﬂhu - ]ﬁ J"'LQ - 4[}

e ———



2 100
Q 18. The price of a commodity ¥ falls from ¥ 4 to T 3 per unit. This leads to an increase in the total
expenditure on ¥ from T 20 to ¥ 30 per month. Determine the clasticity ol demand

for Y.
b pet o mem. e geBE
3
P.I-] Plﬂ‘lijﬂ- = Q-!_.I&:j_u=]ﬂ
ol i P 3
AP =]
AQ P
e = —
AP Q
ui.izq.
1 5

Q19. With a 10% fall in the price of a commodity, the number of units demanded rises from 20 to
25. Determine the price elasticity of demand.

Ans. Percentage change in demand = 2—50 x 100 = 25%

% Change in demand 35 25
% Change in price 10
Q20. The price of a good decreases from T 10 to T 5 per unit. If the price elasticity of demand for
itis 3 and the original quantity demanded is 40 units, calculate the new amount demanded.
Ans. P=10 Q = 40
P, =5 Q =2 = ¢5=3

AP=5

o

AQ P
g™ — .=
AP'Q
= 1= —I}—Q.E
5 40
= AQ = 60

Q; = Q+AQ =40 + 60 = 100 units.

Q li. A decline in the price of Xby T2 causes an increase of 10 units in demand which goes up to
60 units. The new price is T18. Calculate the ¢,,,

Ans. P=20 Q = 50
P, = 18 Q, = 60
AP =2 AQ =10




Q 30.

AQ P

l"“H ﬁ."’g
.. . THB2 §
16 120 12

A consumer buys 10 units of w commodity when its price was T 5 per unit. He purchasey 12 uniy
of the commaodity when its price fell to ¥ 4 unit. What is elasticity of demand for the comma;

ut the price,

Ans. PS5 Q =10
P, =4 Q, =12
AP = 1 AQ = 2
e w28 £
P aAPQ
- 3 . i =
1 10
Q 31, Price of a good falls from T 8 to T 6. As a result, its demand rises from 100 units to 125 unjes,
Find out e, by percentage method.
Ans. P8 0 =100
P =6 Q, =125
AP =2 AQ = 25
AQ P
p =
AP Q
. 5.8 .
2 100
Q 32. Price of a good rises by 10%. As a result demand falls by 4%. Find out price elasticity of
demand, Is this demand elastic or inelastic?
% Change in demand 4
. " =—=04
gl % Change in price 10
Since 0 < ¢, < 1, it is inclastic.
Q 33. Asaresult of 5% fall in the price of a good its demand rises by 12%. Find out price elastici®
of demuand and say whether demand is elastic or inelastic and why?
9% Change in demand
Ans. ¢, = Se—
B 9 Change in price
- E = 2.4
5

Since ¢, » 1, it is elastic,



Q 34.

Ans.

0 35.
Ans.

Q 36.

Ans.

Q 37.
Ans.

Q38.

:.Pmu.

The coefficient of price elasticity of demand of commaodity is 0.5, When its price is 7 10 per unit,
ll!-'ﬂﬂ““““l | £ 4‘" I'Ilﬁlli. ] Ftl".'.' |'Iril.'l.‘. allsin ;,,' '-'i per ||||i|:lI ||n1|,1,,| “1_"'1!; “."i" Iu_!- '|I'Il.: {:I{.'HII'II'II.]?

P=10 () = 40 units
F'l = 5 (\}i - ‘™ 0.5

AP =5

AQ P
f‘l~ - = - -
AP'Q
AD 10
= 0.5 « AL 10 s =10
40 ;

Q= Q+AQ =40 + 10 = 50 units,

When price of a good rises from T 5 per unit to 2 6 per unit, its demand falls from 20 units to
10 units. Cﬂl'ﬂpﬂl‘t i-'!]"-‘llt“m'l'l:-'* on the good to determine whether demand is elastic or inelastic.

Pulb = 20 PO = 100

P, =6 2, =10 < PiQ,= 60
By the total expenditure method, as price rises, expenditure falls, It means ¢y » 1 or the good has
elastic demand.

When price of a good falls from ¥ 10 per unit to T 9 per unit, its demand rises from 9 units to
10 units. Compare expenditures on the good to find price elasticity of demand.

P=10 Q=9 PQ = 90

P =9 Q, = 10 L PQ =9
By the total expenditure method, as price falls expenditure remains constant, It means ¢, = 1 or good
has unitary elasticity of demand.

When price of a good falls from T 8 per unit to ¥ 7 per unit, its demand rises from 12 units to
16 units. Compare expenditures on the good to determine whether demand is elastic orinelastic,

P=8 Q-IE PQ = 9
P =7 Q, = 16 L PQ, =112

By the total expenditure method, as price falls total expenditure rises. It means ¢, > 1 or the good has
elastic demand.

Price elasticity of demand of a good is (<) 1. At a given price the consumer buys 60 units of
the good. How many units will the consumer buy if the price fulls by 10 per cent?

Since e, = 1, thus % fall in price = % rise in demand = 10%

Al
% rise in demand = - L » 100

i)

A
= 10 = -—gx‘l{l[]

[
= A =0
Q] = O+ AQ =00+ 6= 66 unus,



Q 48.

,\ru.

_{j 49,

.‘1||II~|.

Q 50.

J'i'uﬂ!i.

Q51.

.:"l ns.

.. ] o - 3 'I ™ I ¥ 1 - " ™

-1 l‘:\.k 'l.!.l."-[llltlll ol I-ll.|l|.'|l||||.|_'lq .!.!:'q.fll L]I'\nli II'.'_ 1 ]“_' CONSUMer |-"'.1'|"\-.1” ||1"|.I.'i"|‘ I]llltm“!d“'lll:'“ I'lrllll."l:
 Jr— " . Sl .

188 £ perunit. How many units will the consumen Eul} il the price nscs tot4 per unit? Answer

this question with the help of the total expenditure method of determining price elasticity of

lil':l'l.!'l_l_

Lrivien " ||

When Price s % 2, expe wditure 15 € 100

1 1
' WA E R 7Y RN ' g
Ui I TICANS WIHET ,.l..\.l‘! | 3 CALTE

ATV remunns fl'l. SAMe.

|'~'-..~.,'|i.i..|;|.|.' 1K) .
() 2 unals

NEW price 4
Price ela sticity of demand of a ;',l.nn'. i% (=) 1. The consumer :1|H:|Hi:i':I 50 on the |;nm.| at the
prevailing price. When price changes he buys 25 units, What is the new price? Use the total

r\]w.'m.]ium: method of ¢ alculating price r]-.lﬂin.'it_'l.' ol demand to answer this :Illﬂ-iiml.
Criven ¢ = (=) 1 and expenditure = T 50

When ¢, = 1, it means, expenditure remains the same with a change in price. The new quantity
demanded 15 given as 23 umits

Expenciture 50 .
- R d

New price » —— :
New quantity 23
Price elasticity of demand ol a good is ()1, The consumer spends ¥ 90 to buy the good at the
current |l|‘ic-|:. How many units will the consumer |rll-_'.' when the |!ril'=' I-!halﬁ@.{l‘ﬂ tod 2 Pﬂl'llllll?
Use total expenditure method of measuring price 1:|.1~'-ti::il}'uh||:l1li1:lll.i 10 ANSWer l|'l|5l]lli:.*llml'l.

(=)1 and expenditure = 90

L]
Ll

Expenditure 90 e
. , .
New quantity = == 45 units .

:"'l.l."u". Price

A 5 per cent [all in price of n good leads to 10 per cent rise in its demand. A consumer buys
40 units of the good at a price of ¥ 10 per unit, How many units will the consumer buy at a

||rh:4: of 712 per unit? Calenlate.

Lriven
P T 10 -!ﬁ.l 40 unies
Pe?i) Q,=?
AP T2
% Ch Inge indemand 10 .
% Change in |1ri-:r 5 I
ag F

Y




QA9 Price elasticity of demund ofa good is (=)2. The consumer buys a certain quantity of this good

wtaprice of T8 pecunit. When the price falls he buys 50 per cent more quantity. What is the
new price?

i l‘} .l d
o Chang g
A, oy ® i ln_ﬂL m }w_j_
1 i
T Change in price

500 A , 50
s 2= - e = % fall in price « — = 25%
"% Change in price 2

e . A
% fall in price g w 100

’ ',
) 25« 2100 = APe 222,
B 100

P =P=-4PuB8=-2=06

Q 40, Price elasticity of demand of a good is (<)3. 1fthe price rises from ¥ 10 perunits to T 12 per unit,
what is the percentage I."I'II.IIII{L" in demand?

[ 1T A H
W Change in demand
Ans. ' b -

‘D N C]mngr in price
1] N T L 3 i
= 3. % Change In demand % Change in demand = 60%
P
]—“ x 100

Q41 Aragiven market price of a good a consumer buys 120 units, When price falls by 50 per cent
he buys 150 units. Calculate price elasticity of demand,

Ans, % change in demand= k) % 100 = 25%
120

% Change in demand 25 0.5
% Change in price 50

fp ™

Q 42, A consumer buys a certain quantity of a good at a price of ¥ 10 per unit, When price falls to
U 8 per unit, she buys 40 per cent more quantity. Calculate price elasticity of demand.

Ans, % change in demand « 1—?} x 100 = 20%

o C]]:u:gr: in demand

p ™

% Change in price

40
- —=2
20

Q 43. A consumer buys 8 units of a good at a price of T 7 per unit, When price rises to ¥ 8 per unir,
he buys 7 units, Caleulate price elasticity of demand by comparing expenditures on the good.

Ans,. P=7 Q=8 PQ=7x8=56
]”-l -H ;;?ll-"l;lI o i I‘IIIIQI-H:'-?-SE.]

By the total 1.':-.'1:‘.:1:|1[|ill|1':: method, pric-: ¢ 15 one in this case because there is no change in expenditure

HE P['.II.T ['Illll'lgli."ﬁ.




. 8 o9
2 a0
> AQ = 16
Q= Q-AQ
w 40 =16
w 24 units.

Q52, ASpercent vise in price ol n good leads to § per cent fall in demand. A consumer buys 100 units
| of the good when price is T5 per unit, At what price will the consumer buy 120 units? Calculate.

% Change in demand

5
1.'1“.1 I'“ - =-§-= 1

% Change in price
P35 Q = 100 units

P =? Q, = 120 units
AQ = 20 units

&Q'P

‘°" AP'Q
- 1e 20,2 = APl

P, » P=AP=5=1%4

Q53. A5 per cent rise in price of n good leads to 20 per cent fall in its demand. A consumer buys
80 units of the good at a price of ¥ 10 per unit. How many units will the consumer buy at a
price of T 11, Caleulate,

% Change in demand
% Change in price

Ans. e ™

Q = 80 units P=T10
Q= P =211

= AQ = 32
0, = Q-AQ =80-32

= 48 units.



Q 54,

Ans,

Q 5.

Ans.

Q 56.

Ans.

Q57,

Ans.

Q 58,

Ans.

When the price of a commodity falls by 2 2 per unit, its quantity demanded increases by 10 units,

Its price elasticity of demand is (<) 1. Calculate its quantity demanded at the price before ch ange
which was T 10 per unit,

Given
AP = 2 AQ = 10 s = (=)1
P=10 Q=?
AQ P 10 10

- o la == = = 50 units,
©°" g T 20 ¢

When price of a commodity falls by 21 per unit, its quantity demanded rises by 3 units, Its price

elasticity of demand is (=)2. Caleulate jts quantity demanded if the price before the change was
¥ 10 per unit,

Given
AP =1 AQ =3 o = (=)2
P=10 Q=2
AQ P J 10 .
E"-EFQ I-!-TQ = (J=15units,

The quantity demanded of a commodit

y falls by 5 units when its price rises by 2 1 perunit, Ts
price elasticity of demand is

(=) 1.5. Calculate the price before change if at this price quantity

demanded was 60 units,
Given
AQ =5 AP = 1 ey = (=)1.5
Q = 60 units Pe?
A P 5P
ey M’IE = 1.5-1 %0 = P=T18

B units of a good are demanded at a price of T 7 per unit. Price elasticity of demand is (<) 1.
How many units will be demanded if the pricerises to T8 per unit? Use expenditure approach
of price elasticity of demand to answer this question,

Given total expenditure = 7 x 8 = 56 (¥)

It is given that ¢, = =1

When price rises to ¥ 8 per unit, total expenditure remains unchanged at T 56,

*» Consumer buys = 56 + 8 = 7 units.

When price of n good is T 13 perunit, the consumer buys 11 units of that good, When price
rises to T 15 per unit, the consumer ¢

demand, ontinues to buy 11 units. Calculate price elasticity of
Pu 13 Q = 11
P, = 15 @, = 11

AP = 2 AD = 0




059 From the following data calculate price elasticity of demand:

Price Total
() Expenditure
100
150
Ans. P=9 PQ =100
P =9 P,Q, =150
AQ P
fp @ s
AP O
Since AP=10 S ep WOC

Q60. A consumer buys 17 units of a good at a price of ¥ 10 per unit. When price falls to 8 per

unit the consumer buys 23 units. Using the expenditure approach, what will you say about
price elasticity of demand of the good?

Ans. P = 10, Q = 17 PQ =170

P, = 8, Q,= 23 P,.Q =184

Price elasticity of demand is greater than one or elastic because as price falls, expenditure rises.
Q61, When price of a good is T 7 per unit a consumer buys 12 units. When price falls to 6 per

unithe spends T 72 on the good. Calculate price elasticity of demand by using the percentage
method. Comment on the likely shape of demand curve based on this measure of elasticity.

Ans.

Price DD
P=7 0 =12
7
Fl = G 0, =?2=- 12 wevess SINCE PQ) = 72
AQ P
“" 3 *g
0 7
= — — -Iﬂ
T

The demand curve is parallel to the Y-axis. It is perfectly inelastic.
062. A consumer buys 10 units of a good at a price of T 9 per unit. At price of ¥ 10 per unit he

buys 9 units. What is price elasticiry of demand? Use expenditure approach. Comment on
the likely shape of demand curve on the basis of this measure of elasticiry.

Ans, P () Q TE
9 10 90
10 9 90

Since with change in price total expenditure is unchanged, elasticity is equal to— 1. Demand curve is
rectangular hyperbola.



Q63. A consumer buys 20 units of a good at a price of T 5 per unit. He incurs an expenditure of
¥ 120 when he buys 24 units. Calculate price elasticity of demand using the percentage
method. Comment upon the likely shape of demand curve based on this information.

Ans. Price DD
5 20
120 )
24
AQ P
“4TApTQ
4.3
0 20
= 00

The demand curve is parallel to the X-axis

Q 64, The price elasticity of demand of X is (=) 1.25. Its price falls from T 10 to ¥ 8 per unit.
Calculate the percentage change in its demand.

Ans, e, = (=) 1.25

% A in price = %Hlﬂﬂ-iﬂ'}b

e % A is demand

’ % A price
e 1.25 = % A is demand
20

% change in demand = 1.25 x 20 = 25%

Q65. A consumer buys 10 units of a commodity at a price of 210 per unit. He incurs an expend-
iture of T 200 on buying 20 units. Calculate price clasticity of demand by the percentage
method. Comment upon the shape of demand curve based on this information.

Ans, P 0
10 10
200
50 - 10 20
A P 10 10 : _
Ed - ﬂ_.l?} . E - F x— =00, Demand curve 15 a2 horizontal line F:I.r;ll]d to a-axis. It is P(".lfﬂﬂll}
clastic,



46, A consumer buys 14 units of a good o —_— ‘
¢ 7 98 on the good, Caleulate wi":n | " II".IMH:“t THpecunit AtpriceT7 per unit he spends
o B price elasticity of demund by the percentage methaod, Comment
upon the shape ol ¢ emand curve based on this inlormation ‘

Ang N Q
B 1
7 L
7
AP«1 | AQ=D

.- A0 P
AP Q
igﬁhﬁn

1 14
I'he demand curve is a vertical line showing zero elasticity.

Q67. Aconsumer l:m:,'n 8 units of w good at a price of T7 per unit, When price rises to T # perunit
he buys 7 units, Calenlate price elusticity of demand through the expenditure approach,
Comment upon the shape of demand curve based on this informution.

Ans. 0 r PxQ |
# 7 56
7 i 56

Price elasticity of demand is one, since there is no change in expenditure when price chan ges. The

demand curve will be a rectangular hyperbola,

Q 68. The demand for a good doubles due to u 25 per cent fall in its price. Caleulate its price

elasticity of demand.
h A in demand
Ans, €4 ™ % A in price

100 96
=250 "4

Q69. When the price of a good falls by 10 per cent, its demand rises from 200 units to 220 units,

Cualeulate its price elesticity of dem and,
Ans, % A is price = 10

20
1 v g — lﬂﬂ-ﬁ
9% A in demand 2[‘1{}“ 10

. 10
s Eu‘-ﬁ'l



Q70. A consumer buys 13 units of a good at a price of ¥ 11 per unit. When price rises to 2 13 per
unit he buys 11 units. Use expenditure approach to find price elasticity of demand,
Alsocomment on the shape of the demand curve based on this information,

Ans. plo PQ

11 |13 | 13x11=143
13 (11 | 11 x13 =143

Thus, e}, = 1, as there is no change in expenditure. The demand curve will be a rectangular hyperbela,

Q71. A consumer buys 11 units of a good at a price of 10 per unit. He can buy 13 units of the
same by incurring an expenditure of ¥ 130. Caleulate price elasticity of lilﬂfnﬂnd b}'_tht
percentage method. Also comment on the shape of demand curve based on this information,

Ans, P Q
10 11
130
- 13
13 10
AP =0 AQ =2
AQ P2 10
e = —=, —= = —=®
D AP'Qg 0 11

Price elasticity of demand is infinity. The demand curve is a horizontal line,

Q72. A consumerbuys 10 units of a good ata price of ¥ 11 per unit. When the price falls to ¥ 9 per
unit, he spends ¥ 90 on the good. Calculate price elasticity of demand using the percentage
method. Also comment upon the shape of demand curve based on this information,

Ans. P Q
11 10
90
9 -— u 10
9
AP =2 AQ=0
AQ P

e, = Eﬁ = (), since AQ =0

. The demand curve will be a vertical line,
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I'he price l:[u..ﬂnrily ol demand Tor n ool in = (04, I s prrice inereases by 5 percent, by what

Wats demwmnd Tall? Caleulate,

ntage change in demand

Percentage change in price

entage change in demand

q

Percentage change in demand = = 0,4 x § =« = 2

¢+ demand fa
The demand

lls by 2 percent,
for good rises by 20 percent as a result of fall in its price. Its price elasticity of

demand is (=) 0.8, Caleulate the pereentage fall in price.

o change i demand

£, w - :
) % change in price
20
0N v g
% change in price

20

% change in price = g = 25%

A5 percent fall in the price of a good raise its demand from 300 units to 318 units. Calculate its

price elasticity of demand.

Percentage change in demand
E;m ) m g
d Percentage change in price

18 % 100
=300 (=12

5

. When the price of a commodity falls by 20 percent, its demand rises from 400 units to 500 units.

Calculate its

Ed"

Percentage change in price

price elasticity of demand.
: “EIE = 100
Percentage change in demand 400 Y
= = 20 = (=)1.25

Q77. Priceelasticity of demand of a good is = 0.75, Calculate the percentage fall in its price that will

resultin 15 percent rise in its demand.

Ans,

078,

Ans,

075 = 12
AP

0.75AP = 15
1500

AP = —— = 2%
75

A 20 percent
its price elast

E

fall in the price of a good, raises its demand from 600 units to 750 units. Calculate

icity of demand.
. ; :lgl-[:' ot IU{} jq
_ % change in quantity _ 600 .= 138
d = : 20 20

% change in price
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Q1. From the information given below,

Coumn mudil}r Y.

Commodity X Commodity ¥V
Price Q&mnlit}' Price (T) Quantity
) Demanded Demanded
(units) (units)
2 100 4 100
3 40 t 60
Ans. e ﬁ , f
L6002 12 .,
1 100 10
y_ AQ P
€ ™ ———
AP Q
. B 0.8
2 100 5

¢, for good X is more than ¢, of good ¥

compare the elasticity of demand for commodity X anq
mn

Q 2. On the basis of information given below, compare the price elasticities of goods .4 and B,

Commodity 4 Commodity B
Price per Total Price (T) Total
unit () Qutlay (T) unit (T) Outlay ()
2 10 2 10
3 30 4 20
AQ P
Ans, f;: - ﬁ E
5 2
o 2
15
;, AQ P
fI.l' A Ta.
AP Q
0 2
- - ==
2 5

e, for good B is less than ¢, for good 4.




