
1. If the price elasticity of demand for pineapple is 0.75, a 4% increase in the price of pineapple 
will lead to a  
A. 3% decrease in the quantity demanded of pineapple. 
B. 3% increase in the quantity demanded of pineapple. 
C. 4% decrease in the quantity demanded of pineapple. 
D. 3/16% increase in the quantity demanded of pineapple. 

2. The quantity of red wine demanded increases from 25 to a 100 bottles in response to a price 
reduction from $20 to $15.  What is the price elasticity of demand for wine?  Use the mid-point 
average formula. 
A. 1.5 
B. 0.6 
C. 3 bottles of wine 
D. $5 
E. 4.2 
 
3. A 10% decline in the price of oranges leads to a 15% decline in the quantity of pears 
demanded.  Therefore we may conclude that:  
A. Pears and oranges are complements in consumption 
B. The cross price elasticity of demand for oranges is 0.67 
C. The cross price elasticity of demand for pears is 1.5 
D. All of the above are correct 

4. If the slope of the demand curve is zero, the price elasticity of that demand curve will be  
A. perfectly inelastic. 
B. unit elastic. 
C. elastic. 
D. perfectly elastic. 

 5. When the price of insulin was $10 consumers demanded 100 units, when the price was $15 
consumers demanded 100 units, and when the price was $20 consumers demanded 100 units. 
Based on this information, insulin must have a(n) _______ demand curve.  
A. unitary elastic 
B. perfectly elastic 
C. perfectly inelastic 
D. elastic 

 



 

The figure above depicts a market for cigarettes.  The initial demand curve is D0 and the initial 
supply curve is S0.  The government imposes an excise tax of $6 on every carton of cigarette 
sold.  So S1 is the post-tax supply curve for cigarettes.  B is the pre-tax equilibrium and A is the 
post-tax equilibrium.  Answer questions 6 through 9 based on the scenario and graph above. 

 
6.  At the post-tax equilibrium what amount do sellers charge the consumer and how much of 
that amount do they get to keep? 
A. $10; $3 
B. $13; $7 
C. $23; $17 
D. $10; $6 

 
7.  What is the total amount of tax collected by the government? 
A. 30,000 x $6 
B. 40,000 x $6 
C. 30,000 x $7 
D. 40,000 x $7 

 
8.  Because the demand curve is downward sloping (i.e., consumers cut back on smoking when 
cigarette prices go up) the seller is not able to transfer the entire burden of the tax on to the 
consumers.  Indeed sellers and buyers (same thing as consumers) share the burden.  Let x% be 
the consumer’s share of the burden and y% be the seller’s share.  Then, 
A. X = 0%; y = 100% 
B. X = 40%; y = 60% 
C. X = 50%; y = 50% 
D. X = 75%; y = 25% 

 



9.  If the demand curve were to become less elastic at B, we can predict that: 
A. The seller’s share of the tax burden will rise 
B. The buyer’s share of the tax burden will rise 
C. The buyer’s share of the tax burden will fall 
D. The buyer and the seller will share the tax burden equally. 

     
  

10. Refer to the figure above. The price elasticity of demand at point A is  
A. 5/2. 
B. 5/8. 
C. 2/5. 
D. 8/5. 

 11. Chris had been charging a dollar a pound for potatoes. When Chris lowered the price to 90 
cents, total revenue fell. When Chris raised the price to $1.10, total revenue also fell. Why?  
A. $1.00 is the equilibrium price for potatoes. 
B. At 90 cents, there is excess demand for potatoes. 
C. $1.10 is more than Chris's customers' reservation prices. 
D. Price elasticity of demand is unitary at $1.00. 

 



    

12. Refer to the figure above. If the price of a latte increases from $2.00 to $2.50,  
A. total revenue would increase. 
B. total revenue would stay the same. 
C. total revenue would decrease. 
D. the change in total revenue, if any, would depend on the supply curve. 

 13. Refer to the figure above. Suppose this demand curve shows the demand at one coffee shop 
that currently charges $2.00 for a latte. The manager wants to increase its total revenues. What 
should the manager do?  
A. Increase the price from $2.00 to $3.00. 
B. Increase the price from $2.00 to $2.50. 
C. Reduce the price from $2.00 to $1.00. 
D. Reduce the price from $2.00 to $1.75 
  

14. Pepsi One is a close substitute for Diet Coke. When Pepsi introduced Pepsi One, the price 
elasticity of demand for Diet Coke ______ and Coke's ability to raise revenues through price 
increases _________.  
A. increased; was reduced 
B. increased; increased 
C. decreased; was reduced 
D. had no effect; was reduced 

  
  
  



    

15. Refer to the figure above. If the price changes from $10 to $4, what happens to the 
elasticity?  
A. It will increase. 
B. It will decline. 
C. It will stay the same. 
D. It will first decline then increase. 

  











 


