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I_\/_I.gthods to calculate Ed.:

Proportionate method
Total Outlay Method

1.
2.
3. Point Method

1. Proportionate Method

o, change in tiemand

Ed.= _
%4 change in price of the product

VA PamAam—t

change in dd
initial dd

change in price
initial priceg

initiai price
change in pricc
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Questions for Practice

.' 1/ When the pPrice of a product falls from 10 (o 5

. R Per unit its demand ro
units from 100 units Find )

2) Al Rs. 100 per kg Mr X was buying 10 units o
Increased to Rs. 120 per k

: fgood Y but when price
g his demand decre
demand. :

ased to 8 units find clasticity of
337 = Price.ofa product increased by 10%

. . because of which demand dccreased !f
50 to 40 units find price clasticity of demand, (—-L) % 5\
} With change in price by 20%

the deniand éhanged by 53% r
demand. : ™

S// When the price increased by 20%
Find price elasticity of demand. -

6. When price increased by Half of existing
-7 ‘which was eardier 160.units fing Bd-¢—
7.

When price got doubled of existixz

elasticity of demand. W@

8 . Priceofa product was 100 pre kg but ]
demand increased by IOFi"”ﬁ%&he price &l

and is given in the question :

& -

9 Price of a pIG duc“‘fi%RS ‘ 3 g but when it increased to Rs. 25 the de{nand
. decreased frons ex.. Ffé“xm units if the price ed is 2 find the new quantity.

i .ofta prog 1 initial price is 10 and initial quantity is 1000
10. ,i,&nce %ofx&%’pm‘;}pct 1s 1 the initial p

1 el e : ity is 1200 units find the new
& Uit ' e in price the new quantity
& un-ltf w1t}3 v’th*efchange p

5 IR C g . 1 }
11 Thc coefficient of Ed of a commodity is 2. consumer buys 20 units of the

commodity at a price of 10 per unit How much quantity of this commodity’
will he buy when its price rises to Rs 12 per unit.

£ = 1 . 7}q~ 3;‘\‘3‘5
| Presented by Solutions Academy 9811957255, 011-6.5 :11 2 ff)
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Income Elasticity of Demand :

Note : In case of income elasticity of demand the only change is the income in
place of price now the new formula is as follows :
~ Income Ed :

is dema '@-» 150 units but when the
s demandsiiBreased)to 200 units find income
clasticity of demand and give nature of ptoduct whether-an inferior of,

superior.
(product was 2 initially when the Income was
“nits but when the income rose to 12000 the
7 e new demand and give the nature of product
jor.

Income elasticity of;
19000 the demand i)
demand also ipcreas
whether inj

,;;, n income of consumer by Rs. 5000 which was initially
find the income elasticity of demand.

\ henﬂ@f‘;;négbme increased by 50 %
m@%%?lgsticity of demand.
When the demand rose by half of the exjst

Same proportion find the elasticity of dem

the demand decreased by 20 % find

ing and income also increased in the
and for income. &y

17. If income and demand of product change in the same proportion what would
be coefficient of income elasticity of demand. ()
18. If demand has got doubled because of inc.c

ase in income by 100 % what

)

would be income clasticity of demand.
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4Le.

Cross Elasticity of demand

Note In case of cross elasticity of demand the responsiveness of demand of one
product is calculated for the price of its related product therefore in the |
formula price for one product and quantity for another will be taken.

Cross Ed.

AQx py
=> *
APY Qx

Problems for practise :

*
-

19. When price for coke was Rs. 10 per bottle the.dem

%

when the price for pepsi reduced from Rs. 1 9
reduced to 100 boFlE's_ﬁn_(Tthe Cross elasticit
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Elasticity of Demand
ExTRA Paecuse DuesTIo0

of the following data:

1 Q. Find out the clasticity of demand on the basis

Price Quantity

Rs.10 20 quintals.

Rs.20 15 quintals. (Yaor 0175())‘ demand for
2Q. From the information given below, comparc the clasticity

demand A and commodity B.

Commuodity A Commodity B
Price Nemand Price

Y 100 8

12 40 10
| A

3Q. At Rs.5 per unit, consumer buys 40 ui
elasticity of demand is -2. How much will he buy if thes

4Q. A consumer buys 100 umnits of good )

of demand Yor the good is 2. At what price & S buTMO‘umtS of good X?
(Rs.4 per 1 umts )

5Q. At a price of Rs.50 per i

units . When its price falls by 10 %, its TR “' d rises to 1080 units . Calculate its

Total expendrcure .
(Rs.)
0
7,000
12,000
15,000
16,000
Ans:(a) 7 (b) (573 or 1.67)

-1 -
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Calculate price clasticity in the following cases using total

) . < V ; u
expenditure method.
(1) price (Rs.) Quantity Demand D c

8 100
10 90
(i) price (Rs.) Quantity Demand
8 100
10 80
(Ans (1) price elasticity E4<]

(ii) price elastlmty Es1) mx t
1Q. 1

a) 80% fall in the price of a commodity leads to 100% mcrez;se rn 1?\\
" o3 demand. Caleulate price elasticity of denfand . g, (&R
b) As the price of peanuf packets increases by 3%, t}ig ftum Ao l/
packets demand falls by 8%. What is the ela%gmty ei% deinan for peanut ]

packets? N @.éAns 1.6)

c) As a result of 5% fall in the pnce'%ﬁa good i deiﬁazfd rises by 12%.
Find out price elasticity of demand a%d cw tli ‘demand is elasticor (
melastlc and why‘? : )”E

B 2\4§more elastic demand )
iseliE emandforX.A2%nsemm/ I

the price onleads of6%fallmdem rYéCa}%’ ¢ elasticity of demand of X and
Y. ‘% ¥i¥=2,Y=3) S c

11Q. (a) The price elast1c1ty 182. The S (g 1g¢ in price is equal to 5. Find %
change in quantity. T A ns. 10%)

(b) The price elas’umty is 0.5. Th '
change in price ? -
. 12Q.  Constructa d/;;m \_sﬁc du
unity. '8 V‘%ﬁ j

13Q.  The pncg of 8¢ ity goes up from Rs.5 to Rs.6 as a result of which
demand falls from 10 units to?fs@%lts Calculate price elasticity of demand . c
s;;;zn iy (Ans. E&< 1) ‘
umet purchased 10 units of a commodity when its price was Rs.5 per a

l4Q. | Alor
unit ,He purcfw izsumts of the commodity when its price fell to Rs.4 per unit. What is
thc pnce elast;mtyi?{of demand for the commodity ? - - : (Ans. Eg=1) (
15 Q, Sup 0d¢, that originally, a product was selling for Rs.10 and the quanfity d
dernanded was; 1,000 units . The product price changes to Rs.14 and as a result the quantity
demanded changes to 500 units. Calculate the price elasticity of demand. ‘

(Ans. 1.25)

W‘{
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g).

dule of a commodity X, calculate . S
16Q. Given the following, market demand schedule of a

(
\ I
": the co-cfficient of price clasticity of demand when the price increases from Rs.3 per unit to
T" Rs.S per unit ” 7 5 4 2 2 |
Price(Rs.): ) : 50 8,000
) Quantity of X: 500 750 1,250 2,000 ?;\znsf, ’;-’_-70,92) L
17 Q. Caleulate price elasticity by percentage method from 'thc i?llowmg data:
Price per unit Expenditure
(Rs.per unit) (Rs.) ‘/('
5 500
0 450 7D
(Ans. Eq1.250%, t
12Q. A dentist was charging Rs.300 for a standard cleaning job an% 3 ombi"at
used to generate total revenue cqualto.Re, 30,060, She has since last (m.vh%m -
= YO RN U SImEng tGRY. 550, As.a result, fewer custom;%@n. (et ! L
cleaning, but the tota] revenue is now Rs.33,250. From this, w bean v %O
the clasticity of demand for such a denta] service? {
19Q. On the basis of information given bel
A and B:
Commodity A :
_— Price per unit Total expenditure !
a . 70 "'a,, 3
W®n  (Ans. Goods A=0.8 s

35

Rz Goods B=0.6) '
2vQ, The price of commodity is Rs.15 -;v unit and its quantity demanded is 500

units. Its quantity demand rises byg8, units as agesult of a fall in its price by 20 % .
Celeulate its price elasticity ofdmﬁé.%@

id, Is its demand inelastic? Give reason for answer.
: ' (Itis 0.8)
2)Q. Given that the qantt previously demand

& qul was 100 units, decrease in
quantity demanded 5 ug; s, in : price Rs.5 and price elasticity of demand 1.2, c

AN\ (Rs.120)
220Q. f,‘:(g:l%& 3o the original price (i.c, initial price) of a commodity when its a
w88y of demand Nitial quantity demanded , change in quantity demanded and fall in
price are given'as 2410 ¢

?}‘i;LQ units, 5 units and Rs.10 respectively.
2

., ( Ans. Initial Price = Rs.40) d
2%Q. " “he co-efficient of price elasticity of demand of a commodity is 0.2. When

its price isRs.10 per unit, its quantity demanded is 40 units. If the price falls to Rs.S per

unit, how miic

h will be its quantity demanded? e
( Ans 44 units )
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Presented by: Solutions Academy 9811957055, 9810354452
Kaman sachdeva (12.Com (1) M.Com, MB.A, A M.T, M.Phil

e — _
Presented by Romem c. 1 e



F 24 Q. A consumer buys 10 units of good X ata price of Rs.5 per unit. The price : 3

elasticity of demand for this good is 2. Pricc falls to Rs.4 per unit. [How many units of

good X will be now buy at this price ?
( Ans 14 units)

X5Q. Price clasticity of demand of good ig -1 60 units of this good arc bought

at a price of Rs.8 per unit. At what price will 45 units be bought? Calculate.
( Ans Rs.10 per umt)

abkQ. The quantity demand of a commodity at a ptice of Rs.10 per unit is 40 units.

Its price clasticity of demand is -2. Its price falls b Rs.2 per uhit. Calculate its quantity l (
demanded at the new price?
( Ans 56 units)

clastelty of demand is (—) 2

28Q.  The demand fora commodjty decreases by 10% ,'l,;, itd og ) inctt

ofX A4%fa]lmthepnceonhasno eﬂ‘ectonto
of Y . wompare price elasticity of demand of goods X 4 iy 7
(Ams. G d
forY - commod1
3. () If value of price elastictyy. of «
be percentage change in demand as a result SETOY6)
(ii) Suppose, pnce elastlmty of de u;
price will bring 30% change in demand?
(Ans (i) 30%, (if) 20%)
ood at Rs.4 per unit. When its price falls by
ut price elasticity of demand. y
(Ans. E&=4)
Sasugl _Sﬁﬂo f demand for good X is known to be twice that of good
thile that of Y rises by 5%. What is percentage cha.nce in a

( Ans. % change in price of X 10%,

% change in price of Y 5% )
| 6{ |
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2 =
Presented by: Solutions Academy) 9811957 255, 9810354452
raman Sachdeva (B.Com(H), M.Com, MEA, AM.T, M.Phil

Presented by Raman Sachdeva, B.Com (H), M.Com, MBA, M.Phil, AMT, NET,

17/2, LGF, Jangpura Road, Bhogal, New Delhi -14

................................

P P



