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Class Exercise #2
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       Key provided on the next page. 
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Keys are provided on the following page.

2.) Quantity Demanded of Gatorade falls by 100% when Price of
Powerade falls by 40%. Cross Elasticity of Gatorade? Describe​

​
3.) Quantity supplied of Tomatoes increases from 200 to 800
tons/day when Price of rises from $2/lb to $4/lb​
Price Elasticity of Supply? Describe​


4) Quantity Demanded of Honda cars rises from 2,000 to 2,400 day
(20%)when Texas Income Increases from $4,000 to $5,000 (25%)
month​
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3) If the Price of Bentleys falls from

to ..and Quantity Demanded rises
from
1600—-400 x100 = 1200 x100= 120%
(400+1600)/2 1000 =18
200,000 — 400 x 100 = -200,000 x100 = 66.67%
(400,000+200,000)/2 300,000

» Describe/sensitivity — Slope of Curve
1.8 > 1 .. So Elastic/Sensitive.. Flat Demand Curve

*  What happens to Total Revenue?

Elastic .. Price and TR move opposite direction — TR Rises here
© 2016 by McGraw-Hill Education 40




image6.png
E,
1.

e Price of the Whataburger rises from $3 to $5...and
Quantity Demanded falls from 600 to 200 per day in
Stephenville what is the Price Elasticity of Demand?

Describe - .400/400 x100% =-100%

=2/4x 100% = 50%
2) Quantity Demanded of Gatorade falls by 100% when Price of
Powerade falls by 40%. Cross Elasticity of Gatorade? Describe

=-100%/ -40% =+2.5 > 0 Substitutes

3) Quantity supplied of Tomatoes increases from 200 to 800 tons/day
when Price of rises from $2/Ib to $4/Ib

Price Elasticity of Supply? Describe

=2 >1Elastic

=600/500 x 100% = 120%

=2/3 x100% = 66.7%
4) Quantity Demanded of Honda cars rises from 2,000 to 2,400 day

(20%)when Texas Income Increases from $4,000 to $5,000 (25%)
month

Income Elasticity of Demand? Describe

=18 > 1 Elastic

=+20%/ +25% =+0.8 > 0 Normal Good I
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Class Exercise 1

* |f the Price of the Whataburger Honey Butter
Chicken Biscuit rises from S2 to $4...and
Quantity Demanded falls from 550 to 450 per
day in Stephenville:

* Calculate the Price Elasticity of Demand of
Demand here:

 Elastic or Inelastic?

¢ How Sensitive are Consumers?
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2) If the Quantity demanded of Lattes in Stephenville rises
from 16 to 24 per hour .. When the Price of Lattes falls $2.50
to $1.50

° What is the Price Elasticity of Demand?

° Describefsensitivily - Slope of Curve

° What happens to “ofal Revenua?

3) If the Price of Bentleys falls from $400,000 to
$200,000...and Quantity Demanded rises from 400 to 1600
per year

° What is the Price Elasticity of Demand?

° Describefsensitivily - Slope of Curve

° What happens to “ofal Revenua?
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1. If the Price of the Whataburger H
r Chicken Biscuit rises from ﬁ
nd Quantity Demanded falls from
per day in Stephenville:

+  What is the Price Elasticity of Demand?

450-550 x100 = —100 x100=  _20%

(550+450)/2 500 =03
4-2 x100= 2 x100 = 66.67%
(2+4)/2 3

0.3<1 .. So Inelastic

Insensitive Consumers
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2) If the Quantity demanded of Lattes in
Stephenville rises from .. When
the Price of Lattes fall

*  What is the Price Elasticity of Demand?

24-16  x100 = 8 x100= 40%
(16+24)/2 20 ——— =038
1.5-2.5 x100= 1 x100 = 50%
(2.5+1.5)/2 2

»  Describe/sensitivity — Slope of Curve
0.8 <1 .. So Inelastic/Insensitive.. Steep Demand Curve

*  What happens to Total Revenue?

Inelastic .. Price and TR move same direction — TR Falls here
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