
Chapter – 04 

Elasticity of Demand 

Q. 1. Price elasticity of demand for Milk and Wheat are respectively (-) 0.9 and (-) 0.5. Demand for which 
one is more elastic and Why? 

Ans. Demand for Milk is more elastic as with 1% fall in price of milk, its demand rises by 0.9%. However, in 
case of wheat, 1 % fall in price raises the demand by just 0.5%. 

Q. 2. Differentiate between law of demand and price elasticity of demand. 

Ans. (i) Law of demand states the inverse relation between price of a commodity and its quantity 
demanded, assuming no change in other factors. On the other hand, price elasticity of demand indicates the 
rate of change in quantity demanded of the commodity due to change in its price. 

(ii) Law of Demand reflects the direction of change in demand, whereas, price elasticity of demand 
measures the magnitude of change in demand. 

Q. 3. What is the price elasticity of demand for following demand curves: (i) Straight line demand curve 
parallel to X-axis; (ii) Straight line demand curve parallel to Y-axis. 

Ans. The price elasticity of demand in the following cases will be: (i) Perfectly Elastic Demand; (ii) Perfectly 
Inelastic Demand. 

Q. 4. State with reasons, whether the following items will have elastic or inelastic demand: (i) Matchbox; 

(ii) Cold Drink; (iii) Medicines; (iv) Salt; (v) Electricity; (vi) Cigarettes; (vii) Butter for a poor person. 

Ans. (i) Matchbox has inelastic demand as consumer has to spend a very small proportion of his income. 

(ii) Coke has elastic demand as it has number of substitutes. 

(iii) Medicines have inelastic demand as their consumption cannot be postponed. 

(iv) NCERT Textbook has inelastic demand as it is a necessity item. 

(v) Electricity has elastic demand as it can be put to several uses. 

(vi) Cigarettes have inelastic demand as its consumers are habituated. 

(vii) Butter for a poor person has elastic demand as it is a luxury item for the poor person. 

 

Q5. The price elasticity of demand for good × is known to be twice that of good Y. Price of X falls by 5% 
while that of good Y rises by 5%. What is the percentage change in the quantities demanded of X and  Y? 

Solution: 

Percentage fall in price of X = 5%; Percentage rise in price of Y = 5% 

Also, price elasticity (Ed) of X is twice of good Y Suppose, ed of Y is 1, then ed of X will be 2. 

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

Ans. Quantity of X will rise by 10%; Quantity of Y will fall by 5% 

 

  


