
3.13 SOLVED PRACTICALS 

le1, There are 3 households: A, B and Cin a market. From the following table, calculate 
demand for household B at various levels of price: 

Household A Household B Household C Market Demand Price () 

12 22 52 14 
16 32 72 12 
24 44 102 10 
34 60 142 8 
48 84 198 6 

Solution 
Household A Household B Household C Market Demand Price (T) 

12 18 22 52 14 
16 24 32 72 12 
24 34 44 102 10 
34 48 60 142 8 
48 66 84 198 6 

Demand for Household B = Market Demand - A's demand - C's demand 

Example 2. Prepare the market demand schedule from the given demands of individuals. 

(Assuming that there are only three individuals X, Y and Z in the market) 
Price ) Demand (X) Demand (Y) Demand (Z) 

4 10 5 4 
5 8 4 3 
6 6 3 2 
7 4 2 1 



Introductory I icroeco 3.28 

Market Demand (X+Y+7 Solution: 
Price () Demand (X) Demand (Y)| Demand (2) Market Demand (X 

+Z 19 4 5 
15 4 10 3 4 
11 5 8 2 6 3 

7 
2 

Example 3. The following table shows the expenditure, which Amit is willino. 

commodity 'x at various levels of price. Prepare demand schedule of Amit. 

9 

72 

Jling to speny 

8 7 6 5 Price ) 
Expenditure () 

80 84 96 100 

Demand in units (Expenditure Price) 

100 5 = 20 
96 6 = 16 

84 7= 12 
80 8= 10 
72 9 = 8 

Solution: 
Price ) Expenditure () 

100 5 
96 
84 
80 
72 9 

Example 4. The demand function of a commodity x is given by Q = 12 - 2P Prepare t 

demand schedule, if its price varies from 6 to Re. 1: 

Solution: 

4 3 2 1 5 Price in (P) 
6 8 10 

Demand in units (Q) 0 

Values of demand (Q) are calculated after puting the values of price (P) in the demand function: 
a, =12-2P 

Example 5. There are only3 consumers (A, Y and Z) in a market and there demand functions 

2 4 

are given as: Qx = 30-2P; Qy = 40 -3P; Qz = 50-4P 
From the given individual demand functions, determine the market demand function. Als calculate the market demand at a price of 10 per unit. 

AMarket demand function can be determined througn summation of individual demand function, i.e. O.=Qy +Qy+Qz = (30- 2P) + (40 -3P) + (50-4P) = 120- 9P Market Demand at a price of T10 per unit: Cmo = 120- 9P = 120-a 

Example 6. With the help of demand function: Q = 40-5p, answer the following questo i) Calculate demand at price of 2; (ii) Calculate price, when demand will be 0; (iii) 
questions 

Cane 
i) Q= 40-5p. Putting the value of price (i.e. * 2), we get: Q= 40-5 x 2= 30 units 

Q = 40-5 x 0 =40 units. At demand of 40 units, price will be zero. 

demand, when price will be 0. 
; (ii) Calculat 

Solution: 

(i) Putting the value of demand (0), we get: 0 = 40 5p. t m means, p = 8. At price of T 8, de 
will be zero. 

(ii) Putting the value of price (0), we get: 
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Solution: 

50 kg Original Price (P) 
= 40 kg New Price (P) 
=-10 kgChange in Price (4P) 

Elasticity of Demand (E)=? 

Original Quantity (Q) F 

75 

New Quantity (O) 10 
Change in Quantity (AQ) 

ecome habitual necessities for the consumers a commodity becomes a neces even if its price rises. Alcohol, Price Elasticity of demand (E) = =-)02 
Ans. E= ( 0.2 (Demand is less elastic as E, < 1) 
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Example 3. The demand tor a good fals to 240 units in response to rise in price by 7 2. if the 

original demand was 300 units at the price of 20, calculate price elasticity of demand. 

4.7 SOLVED PRACTICALS 

Formulae at a Glance 

Solution: 

New Quantity (Q,) 
Original Quantity (0) 

240 units Rise in Price (AP) 2 
= 300 units Original Price (P) 
= - 60 units New Price (P) 
Elasticity of Demand (E) =? 

20 
Percentage Method/ Proportionate Method 

Change in Quantity (AQ) 22 

Elasicity of Demand (E.) =cEntage Change in Quantity Demandecd 

Percentage Change in Price 

= 

1 Price Elasticity of Demand (E) = 

Elasticity of Demand (E) Slope of Demand Curve Q 
Ans. E=()2 (Demand is highly elastic as E,> 1) (Slope of Demand Curve" =4PA0 

Negative sign of E indicates the inverse relationship between price and quantity demanded 

Calculation of Elasticity of Demand (When both price and quantity are gven Example 1. When price is 10 per unit, demand for a commodity is 100 units. As the pn toR8 per unit, demand expands to 150 units. Calculate elasticity of demand. Solution: 

Calculation of Price or Quantity (When Elasticity of demand is given) 

Example 4. The market demand for a good at T4 per unit is 100 units. Due to increase in price, 

the market demand falls to 75 units. Find out the new price, if the price elasticity of demand 

is (-)1. Original Quantity (O) 
New Quantity (Q,) 

100 units Original Price (P) 
= 150 units New Price (P,) 

50 units Change in Price (AP) Elasticity of Demand (E) =? 

T1 10 

Solution: 
Change in Quantity (4Q) 

T8 

Original Quantity (Q) 
New Quantily (Q) 
Change in Quantity (40) 

Original Price (P) 

New Price (P) 

-2 100 units 4 

Price Elasticity of demand 50, 10 
75 units 
=25 units 
Elasticity of Demand (Ey)=1 

AP Change in Price (4P) 

Q 2.5 
100 

4P 
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AP 
Price 

Elasticity of demand (E) 
X 

Elasticily of Demand 

Example 7. The demand 
mand is (-) 3, calculate the new quantity demanded. 

4.13 
The demand for a good at ? 10 per unit is 40 units. Price falls by ? 5. If price elasticity AP = 71 

increase. It means, -1* 4P 100 
Solution: 

Original Quantity (Q) 
New Quantity (Q,) 

= 4 +1 T5 40 units Original Price (P) 10 As the quantity 
demanded 

is 
decieasing.

price will incre 

Fall in Price (4P) 
New Price (P,) 

Elasticity of Demand (E) = - 3 
New Price Oniginal 

Price (P) + Change in Price (AP) =4 . 

AQ Change in Quantity (AQ) 

Example 
5. When the price ot good X is T 5, 

prie 
would he be willing to purchase 

140 units of good X?TL 

good Xis 2 

the consumer buys 100 units of good xl units of good X? The price elastici 

Ans. 
New Price = 75 

AQ Price Elasticity of demand (E) 

I den 

-3 = i.e. AQ = 60 units 

Soiuton: Original Price (P) As price is decreasing, the quantity demanded will increase. It means, 
New Quantity = Original Quantity (Q) +Change in Quantity 

100 units 
Oniginal Quantty (Q) 5 = 140 units New Price (P) 

Change in Price (AP) 
Oniginal Quantity (Q,) 

= 40 +60= 100 units 
40 units 

Change in Quantity (1Q) Ans. New Quantity = 100 units AP 
Elasticity of Demand (E) = 2 

Evample 8. Price elasticity of demand for a product is 'unity 
this product at the price of R5 per unit. If the price of product rises by 1, how much quantity of the product will the household buy? 

A household buys 25 units of AQ 
Price Elasticity of demand (E X 

Solution: 
2 4P= 71 Original Quantity (Q) 25 units Original Price (P) AP 100 

New Quantity (Q,) Rise in Price (AP) 
As the quatity demanded is increasing, price will decrease. It means, Change in Quantity (AQ) AQ New Price (P) 

Elasticity of Demand (E) = 1 

= 

6 
New Price Original Price (P) -Change in Price (AP) = 75-R1 =74 
Ans. New Price 74 

Price Elasticity of demand (Ea) AP Example 6. A consumer buys 80 units of a good at a price of 5 per unit. Suppose, he elasticity of demand is (-)2. At what price will he buy 64 units? 
1 5 i.e. AQ = 5 units 

Solution: 

Onginal Ouantity (O) 
New Quanty (O,) 

As price is increasing, the quantity demanded will decrease. t means, 
New quantity = Original quantity ()- Change in quantity (AQ) = 25-5 20 units 
Ans. New Quantity =20 units 

80 units| Original Price (P) 
64 units New Price (P) 

- 16 units Change in Price (AP) 
Elasticity of Demand (E) = - 2 

75 

Change in Quantity (AQ) Example 9. When the price ofa commodity falls by72 per nit, its quantity demanded increases 

Dy 0 units. Its price elasticity of demand is (-) 1. Calculate its quantity demanded at the price before change which was 10 per unit. 

AP 

Price Elasticity of demand (E) (F) 40 

-2 - AP = R0.5 

Solution: 
Increase in Quantity (AQ) 10 units Original Price (P) 10 

AP Original Quantity (Q) 80 -72 As the quantity demanded is decreasing, price will increase. It me 

New Price = Original Price (P) +Change in Price (AP) 
Ans. New Price =R 5.55 

Fall in Price (AP) = 

7 8 New Price (P) 
Elasticity of Demand (E)= ()1 

=5 +0.5=7 5 



AP Q 
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Elasticity 
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(Ea) AD 

Elasticily of Demand 

Ans. Ey (-) 0.5 10 10e. Q = 50 units (Demand is less elastic as E 1) 
4.15 

orice before change (Original Quantity Negative sign of Ej indicates the inverse relationship between price and quantity demanded 50 units 

Example 
10. The 

initial 
demand 

for 

to rise in price by F 10. f price elasticity 

nle 13. A 5% fall in the price of x leads to l10% rise in the demand for x. A 20%, rise in the af y leads to 6% tall in the demand for y. Calculate the price elasticities of demand of x 

Ans. 
Quantity 

demanded 

at price 
before 

nd for a commodity is units, the demand of demand is 1.5, calculate the nrb d.Out of x and y, which commodity is more elastic? e betore 
Solution: 

demand. Price Elasticity of Demand for x 

80 units Rise in Price (AP) 

4 units riginal Price (P) 
Soluton % Change in Demand of x = 10% 

10 Change in Price of x initial Demand () =- 5% 

Elasticity of Demand (E) = ? 
Fallin Demand (1Q) 

Elasticity of Demand (E) 76 units 
= 155 Price Elasticity of Demand (E) rcentage change in Quantity demanded 

Percentage change in price 
New Demand (Q,) 

10% 
AQ - 5P 

Price Elasticity of demand (Ea) A Price Elasticity of Demand (E) = (-)2 

Price Elasticity of Demand for y' 

% Change in Demand of y =- 6% 

15 - P = T300 
1.5 10 80 % Change in Price of y = 20 

Elasticity of Demand (E) = ? 

Ans. Price Before Change in Demand (Original Price) = T 300 

Percentage change in Quantity demanded-6% Price Elasticity of Demand (E) 
Elasticity of Demand by Percentage Method Percentage change in price 20 

Price Elasticity of Demand (E) = (0.3 Example 11. When price of a commodity falls by 80%, the quantity demanded ofit 

by 100%. Find out its price elasticity of demand. Ans. Price Elasticity of x = ( 2; Price Elasticity of y = (-) 0.3; x is more elastic as compared 
to commodity y. 

Solution: 
Negative sign of E indicates the inverse relationship between price and quantity demanded. 

Change in Demand % Change in Pricee 

Elasticity of Demand (E) = ? 

100% - 80% 

Example 14. A consumer buys 20 units of a good at R 10 per unit. When its price falls by 10 
its demand rises to 22 units. Find out the price elasticity of demand. 

Frioe Elasticity of Demand (E) =Fercentage change in Quantity demanded 100% 
Solution: 

Price Elasticity of demand (E) = () 1.25 

-80% Percentage change in price 
Original Quantity (Q) 20 units % Change in Price 10% 

Ans. E=1.25 (Demand is highly elastic as Eg > 1) 
New Quantity (Q,) 22 units Elasticity of Demand (E) 

Negative sign of E indicates the inverse relationship between price and quanuyd 
Change in Quantity (AQ) 2 units 

Example 12. When price of a commodity gets doubled, its quantity de Calculate the coefficient of price elasticity of demand. 

redue Percentage change in demand =x 100 x100 10 
20 

Solution: Percentage change in Quantity demanded 

Percentage change in price 
Price Elasticity of Demand (E) -10% 9% Change (Fall) in Demand = - 50% 

100% 

%Change (Rise) in Price Price Elasticity of Demand (E)= ()1 
Elasticity of Demand (E) = ? 

mand (E)=ercentage change in Quantity demanu00 
50% 

Ans. Fa=(H1 (Demand is unitary elastic) 
Nogatlive sign of Eq indicates the inverse relationship between price and quantiy oeae 

Price Elasticity of Demand (E) -

Price Elastiity of demand (E) = (0.5 
Percentage change in price 
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Percentage change in demand = 100 100 = 16% 

600 units % Change in Price 

120 units| Elasticity of Demand (E 

500 

-25 
Origina: Quantty (Q) 

Percentage change in Quantity demanded 1 

Price Elasticity of Demand (E) 

Change 
in 

Quantity 
(MQ) 

720 units 
Percentage change in price 20 

New Quantity (Q,) 
Price Elasticity of Demand (E) = (-) 0.8 

AQ 120 100 20% 
(Demand is less elastic because Ej< 1) 

600 

Ans. Eg (0.8; 

Percentage 
change in demand 

x 100 = 
120 

Negative sign of Ed indicates the inverse relationship between price and quantity demanded 
Ne 

Percentage change in Quantity demande 
Percentage change in price 

Example 18. Whern the price or a commodity 1s 20 per unit, its quantity demanded is 800 

201% nits When its price rises by T5 per unit, its quantity demanded falls by 20 per cent. Calculate 

its price elasticity of demand. Is its demand elastic? Give reasons for your answer. 

Phce 
Elasticity 

of 
Demand (E) -5 

Prce Easticity 
of Demand (F) = (-) 0.8 

Solution: 
Original Quantity (Q) 

% Change in Quantity 
Ans. E= 

0.8: (Demand is less elastic 
because Ea< 1) 800 units Original Price (P) 7 20 

erse relationship between price and quantity demanded. 
- 20% Change in Price (AP) 5 

Nagae sr oiE 
indicates the inverse 

relationship 
between price and quanti 

's 15. 
Calculate the price elasticity of demand for a commodityv when its. 

nd quantity demanded 
falls from 150 units to 120 units. 

Elasticity of Demand (E) 
New Price (P,) 7 25 

its priei 

Percentage change in price x 100 =x 100 = 25% 

20 

Percentage change in Quantity demanded-20% 

150 units|%Change in Pricee 25% 
Price Elasticity of Demand (E) =- 

Onginal Quantity (Q) 

New Quantity (Q,) 

Percentage change in price 

120 units Elasticity of Demand (E) Price Elasticity of Demand (E) = 0.8 

Change in Quantity (10) -30 units Ans. E= (H0.8; (Demand is less elastic because E < 1) 

-30 
x 100 = 

- 20% 
Negative sign of E indicates the inverse relationship between price and quantity demanded. 

Percertage change in demand = x 100 =- Example 19. When price of a good falls from 5 to R 3 per unit, its demand rises by 40% 

Calculate its price elasticity of demand. Q 150 

Percentage change in Quantity demanded-0 

Percentage change in price Price Elasticty of Demand (E) 
25% Solution: 

5 % Change in Quantity 40 

Price Elesticity of Demand (E) = 0.8 

Ans. E= -0 (Demand is less elastic because E< 1) 
Negative sign of E, indicates the inverse relationship between price and quanuy 

Original Price (P) 

New Price (P,) 
Change in Price (AP) 

73 
Elasticity of Demand (E 

-2 

emanded. 

Percentage change in price = x100 =x 100 = - 40°% 

P 

Example 17. Ihe price of commodity is 715 per unit and its quanuy 

lts quantity demanded rises by 80 units as a result of fall in its price 
ts price elasticity of demand. Is its demand inelastic? Give reason 

demanded s 
per cent 

40% 

Percentage change in Quantity 
demanded 

Price Elasticity of Demand (E) 
-40 

answe 

Percentage change in price 

Solution: Price Elasticity of Demand (E) = (1 

Original Quantity (O) 
Change in Quantity (AQ) 

-20% 

500 units %Change in Price 

80 units 

Ans. E (H1 (Demand is unitary elastic) 
7 

New Quantity (0,) Elasticity of Demand (Ed) 
ve SIgn of E indicates the inverse relationship between price and quantity demanae 

580 units 
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Total Expenditur R) Elasticily of Demand 

4.19 
Price ( 

dentist was charging 7 300 for a standard cleaning job and it used to generate 

500 Example 22. A 

total revenue equal to R 30,000 per month. She has, since last month, increased the price of 

420 

cleaning to R 350. AS a resuit, fewer customers are now coming for dental cleaning, atal revenue is now 33,251. From this, what can we conclude about the elasticity of 
Quantity (in units) 

(Total Expenditure+ Price) 
Total Expenditure 

demand for her dental service? Price R) 
ce) 100 Solution: 500 

Fees (R) Total Revenue 
Number of Customers 

5 
70 420 

(Total Revenue Fees) 300 30,000 100 100units Original Price (P) 
70 units New Price (P) 
30 units Change in Price (AP) 

350 33,250 
95 

Original Quantity (Q) 

New Quantity (Q,) 
Change in Quantity (1Q) 

Total Expenditure Method 

With increase in fees, the total revenue of dentist has also increased. Hence, the elasticity of 
Elasticity of Demand (E)= ? 

demand for her dental service is less than one.

Proportionate Method AQPOx 
100 

1.5 
Original Quantity (Q) 100 Original Price (P) T 300

Price Elasticity of Demand (E) = x 

New Quantity (O) 

Change in Quantity (A0)
New Price (P) 

Change in Price (AP)
Elasticity of Demand (E) = ? 

95 
Ans. E=( 1.5 (Demand is highly elastic as E> 1) 

Negatve sign of E, indicates the inverse relationship beween price and quantity demand.. 

7 350 
5 

50 
Example 21. A consumer spends 80 on a commodity when its price is 1 pern 

AOP_-5 300 
AP Q50 

Price Elasticity of Demand (Eg) = (0.3 COmm 
F96 when its price is 2 per unit. Calculate price elasticity of demand for the m 

100 

Ans. Fd (-) 0.3 

Negative sign of Ed indicates the inverse relationship between price and quantity demanded. 

the percentage method? 

(Demand is less elastic as Eg< 1) Solution: 

Price() Total Expenditure Quantity in units 
(Total Expenditure+ Price) Example 23. With rise in price from R 8 to R 14, total expenditure on the commodity rises by 40% and becomes 71,120. Calculate price elasticity of demand. Also, indicate whether demand 

80 80 
is elastic or inelastic. 2 96 48 
Solution: 

Original Quantity (Q) 
New Quanüty (Q) 

Change in Quantity (AQ) = -32 unitsChange in Price (AP 

80 units | Original Price (P) 
48 units New Price (P) 

Price R) Total Expenditure 

R) 
Quantity in units 

(Total Expenditure + Prce) 
8 800 100 

14 1,120 30 
Elasticity of Demand (E) = ? 

Percentage change in demand Original Quantity (a) 100 units Original Price (P) 
AQ 

100 O x 100 = - 40% 

80 New Quantity (Q,) 80 units New Price (P,) 14 Percentage change in price Change in Quantity (AQ) 20 units Change in Price (P) 
Price Elasticity of Demand (E) = Fercentage change in Quantity demanu 

x100=x 100 = 100% P Elasticity of Demand (E) = ? 

Price Elasticity of demand (Ed = (0.267 100% AP Q 6100 Price Elasticity of Demand (E) = (-)0.4 Ans. Fg=)0.4 
Fercentage change in price 

Ans. Eg (-)0.267 
(Demand is less elastic as Eg < 1) 

Note: *"Calculation of Original Expenditure: Let Original Expenditure be x. 
(Demand is less elastic as Ed< 1) 

Negative sign of E indicates the inverse relationship between price ard price and quantity deman 
ndea 
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Given: New Expenditure =i1,120. 
will first calculate Price Elasticity of Good X 

ElasticyODeimand 
Also Given: 

original Quantity (Q) 

New Quantity (Q,) 

Change in 
Quantity 

(AQ) 

=100 units % Change in Price 
250 units| Elasticity of Demand (E) 

Slution 

-20% X+40% ofx = 1,120 
n 

the 

given 

example, 
we 

? 150 units x + 1,120 

100 
150 

100 x 100 150% 100 
140x= 1,12,000 

Percentage 

change 
in demand 40 

xor Original Expenditure =800 

Percentage change in Quantity demanded Miscellaneous Practicals 150% 
Price 

Elasticity 
of Demand (E) 

Percentage change in price -20 % 
that of good Y 

Example 24. The price elasticity of demand for good X 1s known to be twice thas 
ity of Demand (E) = (H7.5 

Good Y (-) 7.5 (as both X and Y have same price elasticity). 
the percentage change in the 

Price of X falls by 5% while that of good Y rises by 5%. Whati Price Elasticity 

calculate 
% Rise in Demand for Y 

? 

quantities demanded of X and Y? 

Let 
us 

now 

calculate 

% Rise in 
Demand 

Elasticity of 
Demand (E) 

Solution: 

Now, Price Elast 

%Change in Price -8% Percentage falin price of X =5%; Percentage rise in price of Y = 5% 

Aiso, price elasticity (E) of Xis twice of good Y 
Suppose, E, of Y is 1, then E of X will be 2. 

Therefore, a 5% fallin the price of good X will lead to a 10% rise in the demand for X and a 59 rise in the price of good Y wilead to a 5% fallin the demand for Y. 

= (7.5 

Percentage Change in Quantity Demanded 
Price 

Elasticity of Demand (E) 
Percentage Change in Price 

Percentage Change in Quantity Demanded 

-8 
Ans. Quantity of X will rise by 10%; Quantity of Y will fall by 5% 7.5= 

Example 25. The price elasticities of demand for goods X and Y are known to be 1 and 2 respectively. Price of X rises by 5% while that of good Y falls by 5%. What are the percentage changes in the quantities demanded of X and Y? 

Percentage 
rise in demand = 60% 

Ans. Demand for Good Y will rise by 60% 

Solution: 
mple 27. The price elasticity of demand of good X is half the price elasticity of demand 

Percentage change in the quantity of X cod Y. A 25% rise in the price of good Y reduces its demand from 400 units to 300 units. 

Price Elasticity of Demand (E) Calculate percentage rise in demand of good X when its price falls from 10 to 78 per unit. 
Percentage change in Quantity demanded 

Percentage change in price Solution: 
Percentage change in Quantity demanded nthe given example, we will first calculate Price Elasticity of Good Y 

Percentage change (fal) in the quantity of X= 5% Percentage change in the quantity ofY 

25% Original Quantity (Q) 

New Quantity (Q1) 

=400 units % Change in Price 

= 300 units Elasticity of Demand (E) =F 
Price Elasticity of Demand (E) = erCentage change in Quantity demanded Change in Quantity (AQ) = -100 units 

Percentage change in price Percentage change in Quantity demanded 2 

x 100 = x 100 = -25% 

Q 
Percentage Change in Demand 5 

Percentage change (rise) in the quantity of Y= 10% Ans. Quantity of X will fall by 5%; Quantity of Y will rise by 10% 

400 

Nowy,Price Elasticity of Good X= ()0.5 (as elasticity of demand of good X is half the price elasticity of 

25% 
Percentage Change in Quantity Demanded 

Percentage Change in Price 
Price Elasticity of Demand (Ed) = ample 26. The demand for goods X and Y have equal price elasticity. The demand of X rises 

n 100 units to 250 units due to a 20 per cent fall in its price. Calculate the percentage rise in 

25% 

and of Y, if its price falls by 8 per cent. 
Pioe Elasticity of Demand (E) =91Y. 

emand of Good Y 
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