CB2400 Microeconomics 

Tick & Learn

Elasticity

1)	The price elasticity of demand measures
A)	how often the price of a good changes.
B)	the slope of a budget curve.
C)	how sensitive the quantity demanded is to a shift of the demand curve. 
D)	the responsiveness of the quantity demanded to changes in price.


[bookmark: _GoBack]2)	If a rightward shift of the supply curve leads to a 1 percent decrease in the price and a 0.8 percent increase in the quantity demanded, the price elasticity of demand is _____. We can conclude that the elasticity of demand is _____
A)	0.30; inelastic.
B)	0.60; elastic.
C)	0.80; inelastic.
D)	1.20; high.

	Price
(dollars per bushel)
	Quantity demanded (bushels)

	8
	2,000

	7
	4,000

	6
	6,000

	5
	8,000

	4
	10,000

	3
	12,000



3)	The table above gives the demand schedule for snow peas. The price elasticity of demand increased from $6.00 to $7.00 per bushel is (please use point elasticity of demand in your calculation)
A)	1.0.
B)	2.0.
C)	2.6.
D)	5.0.

4)	The more substitutes available for a product,
A)	the larger is it's the price elasticity of demand.
B)	the smaller is its income elasticity of demand.
C)	the smaller is its price elasticity of demand.
D)	the larger is its income elasticity of demand.

5)	The cross elasticity of demand between apples and oranges is defined as
A)	the percentage change in the quantity of apples demanded divided by the percentage change in the price of oranges.
B)	the price elasticity of demand for apples divided by the price elasticity of demand for oranges.
C)	the percentage change in the quantity of apples demanded divided by the percentage change in the quantity of oranges demanded.
D)	the change in the quantity of apples demanded divided by the change in the quantity of oranges demanded.

6)	The greater the substitutability between Northwest timber and Southeast timber, the ____ is the cross price elasticity of demand between timber from the two regions and the ____ is the own price elasticity of demand for Northwest timber.
A)	smaller; smaller
B)	smaller; larger
C)	larger; smaller
D)	larger; larger


7)		When the price of gasoline rises, people immediately cut back on unnecessary trips. If the price of gasoline stays high, people eventually replace their cars with more fuel-efficient/hybrid models. As a result,
A) the long-run demand for gasoline remains unchanged.
B) the short-run demand for gasoline is less elastic than the long-run demand.
C) the short-run demand for gasoline is more elastic than the long-run demand.
D) the price of gasoline is forced down to its original level.





Suppose the market demand functions for apples and bananas are respectively 



and 


The current prices are given by and 


8)	What is the price elasticity of  (at and ?

A)	
B)	
C)	
D)	






9)	What is the cross elasticity  (at and ?
A)	
B)	
C)	
D)	
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