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Maharashtra Board Solutions Class 12
Commerce: Chapter 3(B)- Elasticity of
Demand

Class 12:Economics Chapter 3(B) solutions. Complete Class 12 Economics Chapter
3(B) Notes.

Maharashtra Board Solutions Class 12 Commerce:
Chapter 3(B)- Elasticity of Demand

Maharashtra Board 12th Economics Chapter 3(B), Class 12 Economics Chapter 3(B)
solutions

1. Complete the following statements:

Question 1.

Price elasticity of demand on a linear demand curve at the X axis is ...............
a) zero

b) one

c¢) infinity

d) less than one

Answer:

a) zero

Question 2.
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Price elasticity of demand on a linear demand curve at the Y-axis is equal to
a) zero

b) one

c) infinity

d) greater than one

Answer:

c) infinity

Question 3.

Demand curve is parallel to X axis, in case of ..............
a) perfectly elastic demand

b) perfectly inelastic demand

c) relatively elastic demand

d) relatively inelastic demand

Answer:

a) perfectly elastic demand

Question 4.

When percentage change in quantity demanded is more than the percentage
change in price, the demand curveiis ....................

a) flatter
b) steeper

c) rectangular
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d) horizontal

Answer:

a) flatter

Question 5.

Ed=0incase of ..................
a) luxuries

b) normal goods

c) necessities

d) comforts

Answer:

C) necessities

2. Give et onomic terms:
Question 1.

Degree of responsiveness of quantity demanded o change in income only.
Answer:

Income elasticity

Question 2.

Degree of responsiveness of a change in quantity demanded of one commodity
due to change in the price of another commodity.

Answer:

Cross elasticity
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Question 3.

Degree of responsiveness of a change of quantity demanded of a good to a
change in its price.

Answer:

Elasticity of demand

Question 4.

Elasticity resulting from infinite change in quantity demanded.
Answer:

Perfectly elastic demand

Question 5.

Elasticity resulting from a proportionate change in quantity demanded due to a
proportionate change in price.

Answer:
Price elasticity

3. Complete the correlation:

1) Perfectly elastic demand: Ed =« :: ................ :Ed=0

2) Rectangular hyperbola: ................... : Steeper demand curve : Relatively inelastic
demand.

3) Straight line demand curve : Linear demand curve:: ................. non linear demand

curve.

4)Penandink: ................. :: Tea or Coffee: Substitutes.

5) Ratio method : Ed = %AQ%AP :: ............... : Ed = Lower segment Upper segment
Answer:
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Perfectly inelastic demand
Unitary elastic demand

Unitary elastic (convex to origin)
Complementary goods

Point or Geometric method

o=

4. Assertion and Reasoning type questions:
Question 1.

Assertion (A) : Elasticity of demand explains that one variable is influenced by another
variable.

Reasoning (R) : The concept of elasticity of demand indicates the effect of price and
changes in other factors on demand.

Options: 1) (A) is True, but (R) is False

2) (A) is False, but (R) is True

3) Both (A) and (R) are True and (R) is the correct explanation of (A)

4) Both (A) and (R) are True and (R) is not the correct explanation of (A)
Answer:

3) Both (A) and (R) are True and (R) is the correct explanation of (A)
Question 2.

Assertion (A) : A change in quantity demanded of one commodity due to a change in
the price of other commodity is cross elasticity.

Reasoning (R) : Changes in consumers income leads to a change in the quantity
demanded.

Options:

1) (A) is True, but (R) is False
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2) (A) is False, but (R) is True
3) Both (A) and (R) are True and (R) is the correct explanation of (A)
4) Both (A) and (R) are True and (R) is not the correct explanation of (A)
Answer:
4) Both (A) and (R) are True and (R) is not the correct explanation of (A)
Question 3.

Assertion (A) : Degree of price elasticity is less than one in case of relatively inelastic
demand.

Reasoning (R): Change in demand is less then the change in price.
Options: 1) (A) is True, but (R) is False

2) (A) is False, but (R) is True

3) Both (A) and (R) are True and (R) is the correct explanation of (A)
4) Both (A) and (R) are True and (R) is not the correct explanation of (A)
Answer:

3) Both (A) and (R) are True and (R) is the correct explanation of (A)
5. Distinguish between:

Question 1.

Relatively elastic demand and Relatively inelastic demand.
Answer:

Relatively Elastic Demand

1. When percentage change in quantity demanded is greater than the percentage
change in price then demand is said to be Relatively Elastic demand.
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2. The numerical co-efficient is greater than one (e > 1).
3. Demand curve slopes flatter.

Y
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E 50%
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0 Q Q;
¥ Quantity Demanded

1. Example : luxury goods like LCD, TV, Car etc.

Relatively inelastic demand.

1. When percentage change in quantity demanded is less than percentage change
in price then demand is said to be Relatively Inelastic demand.

2. The numerical co-efficient is less than one (e < 1).

3. Demand curve slopes steeper.
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1. Example : foodgrains.

Question 2.
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Perfectly elastic demand and Perfectly inelastic demand.

Answer:

Perfectly elastic demand :

1. When a small change in price brings an infinite change in quantity demanded,
then demand is said to be Perfectly Elastic demand.
2. The numerical value of Perfectly Elastic demand is infinite i.e. € = «
3. The demand curve is horizontal straight line parallel to X-axis.
4. Such a demand is a myth or theoretical.
v
4
P
R
I
g b E, = d (infinity) .
D
245 Q Q@@
L Quantity Demanded
'r!'rl

Perfectly inelastic demand.

1.

w

When a change in price does not bring any change in quantity demanded, then
demand

is said to be Perfectly Inelastic demand.

The numerical value of Perfectly Inelastic demand is zero i.e. e = 0.

The demand curve is a vertical straight line parallel to Y—axis.

Such demand is found in case of life saving drugs, salt, etc.
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6. Answer the following questions:

Question 1.

Explain the factors influencing elasticity of demand.
Answer:

The concept of Price Elasticity was developed i by great neo-classical economist Dr.
Alfred \ Marshall in the year 1890.

According to Dr. Alfred Marshall, “The elasticity or responsiveness of demand in a
market is great or small, according to the amount demanded which increases much or
little for a given fall in price, and diminishes much or little for a given rise in price.”

Elasticity of demand in fact refers to the £ degree of responsiveness of the quantity
demanded of a commodity to change in the variable on which demand depends.

Question 2.
Explain the total outlay method of measuring elasticity of demand?
Answer:

Total Outlay Method : This method was introduced by Dr. Alfred Marshall. The limitation
of this method is that in this method unlike ratio method, the exact numerical value of
the elasticity of demand cannot be determined. According, to this method, the elasticity
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of demand is measured on the basis of expenditure incurred by consumer when the

price of a commodity changes.

Total outlay or total expenditure can be calculated by multiplying the price with the
quantity demanded (Price x Quantity demand = Total Expenditure). Depending upon the
kind of change in total outlay, whether it increases, or decreases, or remain constant
with the change in price we will be able to decide the type of elasticity. This can be

explained with the following example:-

.| Price Per Unit ¥ | Quantity demanded | Total Outlay ¥ | Elasticity of demand
1 10 100 units 10 x 100 = 1000 | Unitary Elastic
N 5 200 7 5x200=1000 [e=1
2 10 100 10 x 100 = 1000 |Relatively Elastic
8 150 " 8x150=1200 [e>1
3 10 100 ” 10 x 100 = 1000 [ Relatively Inelastic
6 150 " 6x150= 900 [e<1

1. If the total outlay remains the same with a rise or fall in price then the demand is
said to be unitary (e = 1) elastic.

2. If the total outlay decreases with a rise in price and increases with a fall in price,
the elasticity of demand is greater than one or Relatively Elastic e > 1.

3. If the total outlay increases with a rise in price and decreases with a fall in price,

then elasticity is less than one or relatively inelastic, e < 1.

Y
» Linear demand curve
A 4 cm
Ypper Segment
P P
R
I 6 cm
Lower Segment
C
E
0 \li‘a_’ x
Quantity Demanded
Question 3.
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Explain importance of elasticity of demand.

Answer:
(a) Nature of (b) Availability of . .
Commodity Substitute (© Durability of commodity
(d) Uses of
Commodity
() Consumer's FACTORS INFLUENCING R ¢ Pri
Income  —] ELASTICITY OF DEMAND —(e) Range of Price
I
(g) Influence of (h) Time
Habits and period
Customs (i) Proportion () Urgency and (k) Complementary
of Income Spend  Postponement Goods

e Nature of Commodity : By nature, commodities are classified as necessaries,
comforts and luxuries. Normally demand for j necessaries like food grains are
relatively inelastic and for comforts and luxuries like diamond, perfumes, etc is
relatively elastic.

e Availability of Substitutes : The larger the number of substitutes available for a
commodity, the greater would be the elasticity. Demand for products like soap,
soft drinks, detergents, tooth paste, etc. have many substitute so demand is
elastic, ‘j However, salt, garlic, onions have no substitute so demand is inelastic.

e Durability of the Commodity : The demand for durable goods like T.V., car, fridge,
etc is relatively inelastic in the short run and elastic in the long run. Whereas the
demand for perishable goods is relatively inelastic.

e Uses of Commodity : Single use commodities have less elastic demand and
multi-use goods like coal, electricity, sugar, etc. have relatively elastic demand.

e Range of Price : The demand for commodities which are highly priced and will
have a inelastic demand like AC, car, etc. Even very low priced goods have
inelastic demand.

e Consumer’s Income : Generally if income is very high, the demand for over
allcommodities tends to be relatively inelastic. The demand pattern of the rich
people is rarely affected even when there is significant price change.
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Influence of Habits and Customs : When a person is habituated to consume a
certain commodity, the demand will be inelastic for that commodity. E.g. demand
for cigarettes to a chain smoker is inelastic.

Time Period : The demand for goods is less elastic in the short period and more
elastic in the long period. This is because (1) in the long period consumer are
better informed about their price (2) habits of consumer’s change in the long run
(3) durable goods get worn out in the long period.

Proportion of Income Spend : If consumer spends a very small proportion of his
income on a commodity, the demand for it will be relatively inelastic & vice-versa.
For e.g. demand for salt, newspaper, pins are inelastic.

Urgency and Postponement : If the demand for a commodity is urgent then
demand for it will be inelastic. E.g. demand for medicine for a patient. Whereas, if
the demand for a commodity can be postponed it will have elastic demand.
Complementary Goods : Complementary goods are those goods which are
demanded jointly such as car and petrol, mobile and sim cards, etc. Demand for
petrol will be inelastic as car cannot run without petrol.

7. Observe the following figure and answer the questions:

(d)

Y
4
o
lJ
RT l Ed>1
I
c b —
E ]
—
X
’ q Q,
Quantity Demanded

Concept: Relatively Elastic Demand (Ed > 1)

Explanation : When proportionate or percentage change in quantity demanded is more
than proportionate change it its price, then it is called as Relatively Elastic Demand.
Demand curve is called as flatter curve.

h
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Question 2.

In the following diagram AE is the linear demand curve of a commodity. On the
basis of the given diagram state whether the following statements are True or
False. Give reasons to your answer.

Price

0] ‘ X
Quantity Demanded

1) Demand at point ‘C’ is relatively elastic demand.
2) Demand at point ‘B’ is unitaiy elastic demand.

3) Demand at point ‘D’ is perfectly inelastic demand.
4) Demand at point ‘A’ is perfectly elastic demand.
Answer:

Demand at point ‘C’ is relatively elastic demand.
False, it is relatively inelastic demand.

False, it is relatively elastic demand.

False, it is unitary elastic demand.

True, it is perfectly elastic Ed = «

ok =

NUPS:/WWWw.INndcaree
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Maharashtra Board Solutions
Class 12 Economics

e Chapter 1- Introduction to Micro and Macro Economics

e Chapter 2- Utility Analysis

e Chapter 3 (A)- Demand Analysis
e Chapter 3 (B)- Elasticity of Demand

e Chapter 4- Supply Analysis

e Chapter 5- Forms of Market

e Chapter 6- Index Numbers

e Chapter 7- National Income

e Chapter 8-Public Finance in India

e Chapter 9- Money Market and Capital Market in India
e Chapter 10- Foreign Trade of India
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About About Maharashtra State Board
(MSBSHSE)

The Maharashtra State Board of Secondary and Higher Secondary
Education or MSBSHSE (Marathi: AgRISE Tod ATEI A 371701 3
AT A RANET0T AS®D), is an autonomous and statutory body
established in 1965. The board was amended in the year 1977 under
the provisions of the Maharashtra Act No. 41 of 1965.

The Maharashtra State Board of Secondary & Higher Secondary
Education (MSBSHSE), Pune is an independent body of the
Maharashtra Government. There are more than 1.4 million students
that appear in the examination every year. The Maha State Board
conducts the board examination twice a year. This board conducts the
examination for SSC and HSC.

The Maharashtra government established the Maharashtra State
Bureau of Textbook Production and Curriculum Research, also
commonly referred to as Ebalbharati, in 1967 to take up the
responsibility of providing quality textbooks to students from all
classes studying under the Maharashtra State Board. MSBHSE
prepares and updates the curriculum to provide holistic development
for students. It is designed to tackle the difficulty in understanding the
concepts with simple language with simple illustrations. Every year
around 10 lakh students are enrolled in schools that are affiliated with
the Maharashtra State Board.
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FAQs
Where do I get the Maharashtra State Board Books PDF For free download?

You can download the Maharashtra State Board Books from the eBalbharti

official website, i.e. cart.ebalbharati.in or from this article.
Add image

How to Download Maharashtra State Board Books?

Students can get the Maharashtra Books for primary, secondary, and senior
secondary classes from here. You can view or download the Maharashtra
State Board Books from this page or from the official website for free of
cost. Students can follow the detailed steps below to visit the official website
and download the e-books for all subjects or a specific subject in different
mediums.

Step 1: Visit the official website ebalbharati.in

Step 2: On the top of the screen, select "Download PDF textbooks"

Step 3: From the "Classes" section, select your class.

Step 4: From "Medium", select the medium suitable to you.

Step 5: All Maharashtra board books for class 11th will now be displayed on
the right side.

Step 6: Click on the "Download" option to download the PDF book.

Who developed the Maharashtra State board books?

As of now, the MSCERT and Balbharti are responsible for the syllabus and
textbooks of Classes 1 to 8, while Classes 9 and 10 are under the
Maharashtra State Board of Secondary and Higher Secondary Education
(MSBSHSE).

How many state boards are there in Maharashtra?

The Maharashtra State Board of Secondary & Higher Secondary Education,
conducts the HSC and SSC Examinations in the state of Maharashtra
through its nine Divisional Boards located at Pune, Mumbai, Aurangabad,
Nasik, Kolhapur, Amravati, Latur, Nagpur and Ratnagiri.
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About IndCareer

IndCareer.com is a leading developer of online career guidance resources for the Indian
marketplace. Established in 2007, IndCareer.com is currently used by over thousands of
institutions across India, including schools, employment agencies, libraries, colleges
and universities.

IndCareer.com is designed to assist you in making the right career decision - a decision
that meets your unique interests and personality.

For any clarifications or questions you can write to info@indcareer.com
Postal Address

IndCareer.com
52, Shilpa Nagar,
Somalwada
Nagpur - 440015

Maharashtra, India

WhatsApp: +91 9561 204 888

Website: https://www.indcareer.com
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