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1. Define the term “elasticity”. (2 marks)
2. Explain, with the aid of example(s), what is meant by demand being:
i.) elastic

ii.) Inelastic

iii.) Unitary elastic (6 marks)

3. What is meant by “perfectly elastic” and “perfectly inelastic”? Use diagrams to explain your answer. (6 marks)
4. Explain, using example(s), why the demand for good may be elastic or inelastic. (6 marks)
5. In which TWO of the following cases is supply perfectly inelastic? 
a.) Seats in a Jitney 

b.) Cars produce by Jaguar
c.) Seats at galleria for a new J. LO. Movie 
d.) Hotel rooms at The Radisson (2 marks)
6. When is supply elastic? (2 marks)

7. A firm selling Television sets lowered the price of the product from $300 to $150. Its sales increased from 500 Televisions per month to 550 per month. Calculate the elasticity of demand for this product? (4 marks)
8. Calculate the elasticity of demand if, in 7:

a.) sales per month had increased to 510 (4 marks)
b.) Price had been lowered to $200 instead (original price and sales remain the same) (4 marks)
9. What is the likely impact on revenue in all three (3) cases above? Show the        calculations used in arriving at your decision. (6 marks)
10. Bamboo Shock decides to increase the price of a thigh snack from $4 to $4.50. The price elasticity of demand (PED) for thigh snacks is 0.8. Currently, they are selling 600 snacks per day. What will the new demand be (ceteris paribus)?

           (5 marks) 
