Lecture 5: Elasticity
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If demand for a good is highly responsive to price changes, the price elasticity of
demand is:
/ Less than 11 oe JEIA)
/ Greater than 1 v'1 (= ,<IB)
/ Equals zero_a s 5LsiC)
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When the quantity demanded does not change with price changes, demand is
described as:
/ Perfectly inelastic v/alai 45 all anxc A)
| Elastico_<B)
/ Unit elasticii s el (8SC)
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If income rises and demand for a good increases by a larger percentage than
income, the good is:
/ Normal goodizale d2luA)
/ Inferior gooduis 221.B)
/ Luxury good v4dls 421.C)
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If price elasticity of demand equals 1, the percentage change in quantity
demanded is:
/ Greater than the percentage change in price j=ll & il s (1 HSIA)
/ Equals the percentage change in price v el (& il 4w 5 JLiB)

/ Less than the percentage change in price ywsl & sl dusi e JEIC)
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Demand for essential goods is usually:
| Elastico~A)
/ Inelastic v o £B)
/ Perfectly inelasticlalai 45 yall mxeC)
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The more substitutes available for a product, the:

/ Higher the price elasticity of demand v/ yaudl Gllall 455 5 <2l HA)
/ Lower the price elasticity of demandi: o) cllall 4 5 50 CABB)

/ Elasticity remains unchangedlhll 45 i 2IC)
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If a consumer cannot easily give up a good, demand for it is likely:
| Elastico_»A)

/ Inelastic v o« »B)

/ Unit elasticas s ! (AS5.C)
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When the supply curve is horizontal, supply elasticity is:
| Zero_a=A)

1 /322l 5B)

/ Infinity v 4&YC)
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If the quantity supplied does not change regardless of price, supply is described
as:

| Elastico=A)

/ Inelastico~ »<B)

/ Perfectly inelastic v/&lai 435 jall axeC)
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If a producer can quickly adjust resources to increase production, supply is:
| Elastic v 0_=A)

/ Inelastico »x<B)

/ Perfectly inelasticlalai 45 yall axeC)
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If income rises by 10% and the demand for a luxury good increases by 15%, the

income elasticity of demand is:
A) 0.67
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If a consumer is highly responsive to price and a 5% increase in price reduces
quantity demanded by 10%, demand is:

| Elastic v 0_=A)
/ Inelastico~ <B)
/ Unit elasticas s el (8<C)
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Demand for luxury goods is usually more elastic than demand for necessities.
| True Vzea

The more essential a good is, the lower its price elasticity.
| True Vo=
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If price elasticity of demand equals zero, quantity demanded changes significantly
with price changes.

/ False XUaa

) g e aaied 4y ped) Callall 5 50 4
Price elasticity of demand depends on the availability of substitutes.
| True Vo=
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Perfectly inelastic demand is represented by a vertical curve.
| True Vo=
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Price elasticity of demand is always constant for all goods regardless of price or
conditions.

/ False ¥ Uas
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Supply elasticity depends on the producer’s ability to change resources used in
production.

| True Vzea
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If the supply curve is horizontal, supply elasticity equals infinity.
| True Vzea
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If quantity supplied does not change with price changes, supply is perfectly
inelastic.

| True Vzea
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In the market for original Picasso paintings, supply elasticity is perfectly inelastic.
| True Vo=
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If income increases by 10% and demand for a normal good increases by 5%,
income elasticity of demand is 0.5.

| True Vo=
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Demand for essential goods is usually less elastic than demand for luxury goods.
| True Vo=
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