AP Microeconomics
[last name, first name]
Elasticities of Demand and Supply
Chapter 5 Reading Guide
Pp 114-134
Directions: Type your responses in the space provided. Use full sentences, but be concise. Remember to save throughout so you don’t lose any of your work. Save the file as lastname.firstname.chp5.RG. When you have finished, upload this document to your Google Drive and share it with me at wchs.ap.economics@gmail.com. 

Section 5.1: The Price Elasticity of Demand (pp 114-125)
1. Define the term “price elasticity of demand.”
2. What is the formula for the percentage change in price?
3. What is the formula for the percentage change in quantity?
4. When is demand elastic?
5. When is demand unit elastic?
6. When is demand inelastic?
7. Explain what perfectly elastic demand means about a consumers willingness to purchase a good.
8. What are the two influences on the price elasticity of demand?
9. Identify whether the demand for a good is elastic or inelastic when substitutes are easy to find.
10. What are the three factors that influence the ability to find a substitute for a good?
11. Identify whether the following goods are price elastic or price inelastic:
a) Luxury good

b) Necessity

c) Narrowly defined good

d) Broadly defined good

e) A good directly after a price change

f) A good who’s price changed occurred awhile ago

12. Explain how the proportion of income spent affects how elastic your demand is for a product.
13. What is the formula to calculate the price elasticity of demand?
14. Identify for what values a product is considered to be elastic, unit elastic, and inelastic.
15. What does the slope of a demand curve measure? Is this the same thing as elasticity?
16. Given a linear demand curve, identify where along the curve demand is elastic, unit elastic, and inelastic.
17. Define the term “total revenue” and explain how to calculate it.
18. What is the “total revenue test” and what does it show?

19. Identify the relationship between the price elasticity of demand and total revenue.

20. Explain how having an understanding of elasticity of demand can help create effective drug policies.
Section 5.2: The Price Elasticity of Supply (pp 126-130)
21. Define the term “price elasticity of supply.”
22. What are the two main influences on the price elasticity of supply?
23. Explain how production possibilities affect the elasticity of supply of a product.
24. Explain how time affects the elasticity of supply of a product.
25. Do storable products have an elastic or inelastic supply?
26. What is the formula to calculate the price elasticity of supply?
27. Identify for what values a product’s supply is considered to be elastic, unit elastic, and inelastic.

Section 5.3: Cross Elasticity and Income Elasticity (pp 131-134)
28. Define the term “cross elasticity of demand” and identify the formula used to calculate it.
29. Identify whether the cross elasticity of demand is positive or negative for each of the following goods:
a) Substitute good

b) Complementary good

30. Define the term “income elasticity of demand” and identify the formula used to calculate it.
31. Identify for what values a product’s demand is considered to be income elastic or income inelastic. Also identify what type of good each is.
