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Question One
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Question Two
Use the following information to work Problems @and b

I'he price of a plane ride rises by 10 percent. The price elasticity of demand for plane
rides is 0.5 and the price elasticity of demand for train rides is 0.2. The cross elasticity
of demand for train rides with respect to the price of a plane ride is 0.4.

a. Calculate the percentage changes in the quantity demanded of plane rides and

train rides

b. Given the rise in the price of a plane ride, w hat percentage change in the price
- - k- b : al =] r)
of a train ride will leave the quantity demanded of train rides unchanged”

Qucstion S omes increased by 10 percent, the following changes in the

A survey found that when inc
quantities demanded occurred: spring water up
cruises up by 15 percent. Which demand 1s Income

are normal goods”

. i : ;A - i
ter up by 5 percent; sports drinks down by 2 percent;
elastic? Which is income inelastic? Which



Question 4

I) When the price of jee

cream rises from * [ §
ol b 10 $3 to $5 a scoop, the quantity of jce cream

percent. The price clasticity of demand for Ice cream s

A. 5B. 02C. 50D. 235

IT) The price elasticity of demand
rises by 5 percent,

A. the demal'*:d for bus rides increases by 10 percent

B. the quantity of bus rides demanded increases by 2.5 percent

s the demal_1d for bus rides decreases by 2.5 percent

D. the quantity of bus rides demanded decreases by 2.5 percent

!Il) When the price of a good rises from $5 to $7 a unit, the quantity supplied
Increases from 110 to 130 units a day. The price elasticity of supply is . The
supply of the good is .

A. 60; elastic B. 10 elastic C. 0.5; inelastic D. 2; inelastic

IV) The cross elasticity of demand for good A with respect to good B is 0.2. A 10

percent change in the price of good B will lead to a percent change in the
quantity of good 4 demanded. Goods 4 and B are “
A. 2; substitutes B.0.5; complements C.  —2: complements D.  —0.5;

substituies

V) A 2 percent increase in income increases the quantity demanded of a good by |
P q g Y

percent. The income elasticity of demand for this good is . The good is a
_ pood.
A. 2:normal B.  -2; inferior C. 1/2; normal D. 2; inferior

Question 5§

Draw a straight-line demand curve and note three points on the curve:-

Point A should have an elasticity greater than 1, point B should have an elasticity equal to 1. and
point C should have an elasticity less than 1.

Question 6

Suppose that when the price of a burger decrfeases from $2.(10 to $ l}.l75 and400tger tl}]\mgs r;g]ﬁ;;;
the same, the quantity demanded of burgers increases from ;00 an h{)ur u; = an m?:i; o
quantity demanded of pizza decreases from 400 an hour t0600 ;n our. e sa .
quamnt:x- demanded of soda increases from 150 an hour to 300 an hour,

i { i 5.
a. Calculate the cross elasticity of demand for soda with respect to burger

' s? Why?
bh. Are soda and burgers substitutes or complements? Why
ici 3 d for pizza wi spect to burgers.
¢. Calculate the cross elasticity of demand for pizza with resp g

i - compleménts? Why?
d. Are pizza and burgers substitutes or complements \
a have changed.

{ - demand for pizz
¢. Describe how the demand for soda and the demand for



