Lecture 5: Elasticity
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If the price elasticity of demand is greater than 1, demand is:
A) Elastic 7

B) Inelastic X
C) Perfectly inelastic X
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When price elasticity of demand is less than 1, the percentage change in quantity
demanded is:

A) Less than the percentage change in price </
B) Greater than the percentage change in price X
C) Equal to the percentage change in price X
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If price elasticity of demand equals 1, demand is described as:
A) Unit elastic 7

B) Perfectly inelastic X
C) Highly elastic X
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When consumers are highly responsive to price changes, demand is:
A) Elastic 7

B) Inelastic X

C) Perfectly inelastic X
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If demand for a good is perfectly inelastic, the demand curve is:
A) Vertical </

B) Horizontal X

C) Downward sloping X
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If the demand for a good increases due to an increase in income, this good is classified as:
A) A luxury good X

B) A normal good &/

C) An inferior good X
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If price elasticity of demand equals zero, the quantity demanded:
A) Does not change with price changes ¥

B) Changes significantly with price changes X

C) Decreases gradually with price changes X
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When demand for a good is elastic, the percentage change in the quantity demanded is:
A) Greater than the percentage change in price </

B) Less than the percentage change in price X

C) Equal to the change in price X
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Dan sells newspapers. He says that a 10% increase in the price of a newspaper will
decrease the quantity demanded by 20%. According to Dan, the demand for newspapers
is:

A) Elastic <7

B) Inelastic X

C) Perfectly inelastic X
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Price elasticity of demand depends on:
A) Availability of substitutes </

B) Color of the product X

C) Name of the product X
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If a consumer cannot easily give up a certain good, demand for it is likely:
A) Inelastic 7

B) Elastic X

C) Perfectly elastic X
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When the percentage change in price equals the percentage change in quantity demanded,
elasticity is:

A) Unit elastic 7

B) Inelastic X

C) Perfectly elastic X
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Demand for luxury goods is usually more elastic than demand for
necessities.
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The more essential a good is, the lower its price elasticity.
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If price elasticity of demand equals zero, quantity demanded changes
significantly with price changes.
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Price elasticity of demand depends on the availability of substitutes.
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Perfectly inelastic demand is represented by a vertical curve.
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Price elasticity of demand is always constant for all goods regardless
of price or conditions.

/ False XUaa

ZUEY) b Aariiall 3 ) gl i e acinall 3,8 o adiad el dig e
Supply elasticity depends on the producer’s ability to change
resources used in production.
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If the supply curve is horizontal, supply elasticity equals infinity.
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If quantity supplied does not change with price changes, supply is
perfectly inelastic.
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In the market for original Picasso paintings, supply elasticity is
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perfectly inelastic.
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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.
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Demand for essential goods is usually less elastic than demand for
luxury goods.
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