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1.  Problem:  The  price  elasticity  of  demand  for  furniture  you  sell  is 
estimated to be –3. What will be the effect on the quantity you sell if you lower 
your prices by 10 percent next month? What will happen to the total revenue 
you take in next month as a result of the price cut?

2.  Problem:  The  price  elasticity  of  demand  for  Brussels  sprouts  is 
estimated to be –0.5. Government authorities want to increase Brussels sprouts 
consumption by 15 percent. By what percentage must the price to consumers 
fall to achieve this objective? What will happen to total consumer expenditure 
on Brussels sprouts as a result of the price cut?


