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Part1-Multiple choice

1.What is the most likely cause of a product having PED less than one but
more than zero

A The product has a high no. of substitute good
B The product is a habit-forming good
C Itis luxury product

D The product requires large proportion of consumer income
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Part1-Multiple choice

2. The price elasticity demand (PED) for coffee is - 0.5. What will happen
to the quantity for coffee if its price increases by 10%

A decrease by 0.5%
B decrease by 5%
C increase by 0.5%

D increase by 5%
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Part1-Multiple choice

3. What is the price elasticity of demand of good as price increases
from $5 to $107?

A -05 Price ($) Quantity demanded
B. +0.5 - o0

C. -1

D. -2 10 10
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Part1-Multiple choice

4. When the price of shirts rises from B80 to B100, the demand for shirts falls
from 100 to 50. What is the value of the price elasticity of demand for shirts?

A unitary
B greater than 1
C less than 1

D zero
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Part1-Multiple choice

5. A firm is thinking about doubling the price of its product. Which price
elasticity of demand (PED) for its product would lead to the largest increase
In revenue?

A. Infinity

B. -0.5

C.-1.0

D. -2.0
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Part2- Essay

1. Analyse how a clothing shop can use information about price elasticity of
demand for its service. [0}

2. Analyse the reasons why the price elasticity of demand for one brand of luxury
coffee is likely to be different from that of salt.[0]
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Part2- Essay (continue.)

2. Analyse the reasons why the price elasticity of demand for one brand of luxury
coffee is likely to be different from that of salt.[0]
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