Lecture 5: Elasticity
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percent and as a result the quantity of
burgers demanded increases by 8
percent, the price elasticity of demand
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8. If a price rises by 25% and the quantity
demanded decreases by 70%, Then the
demand curve is -----------

e elastic

e inelastic
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9. Dan sells newspapers. Dan says that a 4
percent increase in the price of a
newspaper will decrease the quantity of
newspapers demanded by 8 percent.
According to Dan, the demand for
newspapers is

e elastic

e inelastic
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10. If the quantity demanded changes by a
relatively small amount for a given
change in price, then demand is

e inelastic

e celastic
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11. If the price elasticity is between 0 and 1,

demand is
e inelastic
e elastic
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12. Demand is inelastic if
e the price elasticity of demand is less than 1.
o the price elasticity of demand is greater than 1
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1) If a 20 percent increase in the price of a
used car results in a 10 percent decrease in
the quantity of used cars demanded, then
the demand for used cars is elastic. False
(10/20 = 0.5)
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2) A 20 percent increase in the quantity of
pizza demanded results from a 10 percent
decline in its price. The price elasticity of
demand for pizza is 0.5. False (20/10 = 2)
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demanded is more than the percentage
change in price, the demand for the good is
unit elastic. False

s (198 ol 8 Gl /Gagas ) sada (S 1Y)
Ad g all

10) If the supply curve is vertical, then supply is

perfectly inelastic. True
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11) The elasticity of supply for paintings by

Pikaso is perfectly elastic. False
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12) The elasticity of supply equals infinity if the

supply curve is horizontal. True




