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Consumer demand

Relationship between price elasticity
& sales revenue

@rginal revenue MR = ﬁ

@erage revenue AR =

Increase in price leads to less demand but
more revenue

Price inelastic demand (0-1)

/

Decrease of price leads to more demand but
less revenue

Increase in price leads to less demand and
less revenue

Price elastic demand (>1)

Decrease of price leads to more demand and
More revenue
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Output
Marginal Marginal revenue
Revenue is the slope of the

total revenue curve

Output

Total Revenue i1s the area
under the demand curve

Price

$10

Demand

100 Quantity
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