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Sky Breath Music is a specialty store that sells wind chimes. The owner wants to increase her total Mark

revenue and knows that the price elasticity of demand for her product is -0.4. What should she do to her
price?

Select one:

O a. Lower it by a relatively large amount.

O b. Leave it unchanged and use another way to increase sales.
O c. Raise it until the price elasticity of demand is equal to 1.0.
QO d. Lower it by a relatively small amount.

QO e. Decrease it to zero.

Notes (+)




image1.png
120f20

[ unsure

Refer to the table below to answer this question.

Price Quantity Demanded Quantity Demanded
(per roll) (income = $30,000/vear)  (income = $90,000/year)
$21 5 9
$22 4 8
$23 3 7
$24 2 6
$25 1 5

When the price drops from $25 to $23, the price elasticity of demand for lobster rolls (using the midpoint
method) at an income of $90,000 is

Select one:
Qa-12
QO b. 0.08
Qec-4
QO d.-025
Qen

Marl

Notes @
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If your roommate says: “l am never going to buy another incandescent light bulb again!” Their price Mark

elasticity of demand for incandescent light bulbs is:
Select one:

QO a. perfectly inelastic.

1 1 of 20 O b. perfectly elastic.

QO c.relatively inelastic.

QO d. relatively elastic.

QO e. unitary.

Notes @
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Demand r which of the following goods or services is likely to be the MOST elastic in warm weather?
Select one:

O a. A pair of Rainbow brand leather flip-flop beach sandals.

O b. A pair of leather flip-flop beach sandals.

QO c. Apair of leather sandals.

O d. A pair of flip-flop style beach sandals.

QO e. Apair of beach sandals.
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Consider the market for apples. The current price of a bag of apples is $3.00. Two consumers, Peter and
Robert, are willing to pay $3.50 and $4.50, respectively, for a bag of apples. Two farmers are willing to
sell apples for as little as $0.50 and $1.50 per bag. How much is the consumer surplus in this market,

assuming each consumer purchases one bag of apples and each farmer sells one bag of apples?

Select one:

Qa2
O b.$3
QOecs$l
O d.ss5
Qesa

Mark

Notes @
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How successful will a $0.10 excise tax on each can of Pepsi be in generating revenue if Pepsi is the only
brand of canned soft drink that is taxed?

Select one:

O a. Many people like Pepsi, so demand is inelastic and the tax revenue generated will be small.

1 9 of 20 O b. Because the supply of Pepsi is perfectly inelastic, this tax will not affect quantity sold and so will not generate any revenue.
O c. Because there are other canned colas, the demand for Pepsi is relatively elastic, so the tax revenue collected will be small.

O d. The supply of Pepsi is perfectly elastic, so this tax will generate the maximum amount of revenue.

O e. The demand for Pepsi is perfectly elastic, so the tax will not generate any revenue.

Notes ()
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Suppose that the demand for a concert, Qd, and supply of tickets, Qs, are represented by the following
equation, where P is the price of concert tickets and Q is the number of tickets sold.

P =120 - 3Q (demand)
P =6 +3Q (supply)

If the market is in equilibrium, what is the amount of total surplus?

Select one:

QO a.$1,093
QO b.$1,083
QO c.$1,073
QO d.$1,088
QO e.$1,086

Mark

Notes @




