Quiz 2: Price Theory for Agribusiness

» Given that 7; is the income elasticity for good i and k; is the
budget share (i = 1,2, 3):

a.
b.
c.

d.

kimy + kamp + ksnz = —1
kimy + koma + ks = 1
kim + komp + ks = 0
None of the above

» The result in Questionl implies that

a.
b.

€.

There is no relationship betweeen income elasticities.
All goods must have a positive income elasticity.
At least one good must have a positive income elasticity.

» Given that the price elasticity for cigars is -0.50, the quantity
consumed is 100 cigars and the price of each cigar is $10

a

b.
c.
d.

The slope of the linear demand curve is 1.0
The slope of the linear demand curve is -25.0
The slope of the linear demand curve is -5.0
None of the above.
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