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1. What is the arc or mid-point price elasticity of demand equation given in the text.  Use it for the
       problems below.
Using the mid-point price elasticity equation, calculate the price elasticity of 
demand for various prices and quantities for the following equation for the demand equation Qd = + 400 - 20P,

 2.1. Calculate the elasticity of demand using the above equation if price falls from 20 to 18?


 2.2. What would happen to total revenue if price were cut to 18.




  2.3. What is the marginal revenue by sell more through this price cut?


  2.4. Are these results expected with your calculation of elasticity for P = 20 to 18. 
 2.5. Calculate the elasticity of demand using the above equation if price falls from 11 to 9?

 


 2.6. What would happen to total revenue if price were cut from 11 to 9?





  2.7. What is the marginal revenue by sell more through this price cut?



  2.8. Are these results expected with your calculation of elasticity for P = 11 to 9? 
 2.9. Calculate the elasticity of demand using the above equation if price falls from 6 to 4?

 


 2.10. What would happen to total revenue if price were cut from 6 to 4?





  2.11. What is the marginal revenue by sell more through this price cut?



  2.12. Are these results expected with your calculation of elasticity for P = 6 to 4? 

  
3. If taxicab commission raises taxi cab fares by 10%, but revenues only go up by 5%, this means that 
the elasticity of demand was:



a. Elastic   b. Inelastic   c. Unitary elastic  d. Infinitely elastic.   e. Not enough information to tell.  

       4.  If the marginal revenue of a firm is currently zero, and it cuts prices, what is the likely impact on total 

revenue.



a. No change   b. Go up.    c. Go down.  d.  Not enough information to tell.  


        5.  If the marginal revenue of a firm is currently zero, what is its elasticity of demand at the current price?




a. One   b. > 1    c. < 1.  d.  > 0     e. <  0  



6.  For a vertical demand curve what is its elasticity of demand at the current price?




a. One   b. > 1    c. < 1.  d.  - ∞     e. =  0  



7.  For the horizontal demand curve facing a perfectly competitive firm,  what is its elasticity of demand at 
     the current price?




a. One   b. > 1    c. < 1.  d.  ∞     e. =  0  

































