
Chapter3 Market Equilibrium
1. Which of the following defines equilibrium price?
A) Maximum price
B) Minimum cost
C) The price where quantity supplied equals quantity demanded
D) Consumer preference price

2. What happens if the market is not in equilibrium?
A) Price remains constant
B) Price moves toward equilibrium
C) Demand becomes zero
D) Supply always increases
3. When does a surplus occur?
A) Qd > Qs
B) Qd = Qs
C) Qs > Qd
D) Qs = 0
👉 C
4. What is a shortage?
A) Qs > Qd
B) Qd > Qs
C) Qs = Qd
D) Price = 0

5. What happens to price during a surplus?
A) Increases
B) Decreases
C) Remains constant
D) Undefined

6. What happens to price during a shortage?
A) Decreases
B) Increases
C) Remains constant
D) Becomes zero

7. Given Qd = 32 – 2P and Qs = 20 + 4P, what is equilibrium price?
A) 1
B) 2
C) 3
D) 4


8. What is equilibrium quantity in the same example?
A) 20
B) 24
C) 28
D) 32

9. What happens when demand increases?
A) P ↓ Q ↓
B) P ↑ Q ↑
C) P ↓ Q ↑
D) P ↑ Q ↓

10. What happens when supply increases?
A) P ↑ Q ↓
B) P ↓ Q ↑
C) P ↑ Q ↑
D) P ↓ Q ↓

11. What happens when supply decreases?
A) P ↓ Q ↓
B) P ↑ Q ↓
C) P ↓ Q ↑
D) No change

12. What happens when demand decreases?
A) P ↑ Q ↑
B) P ↓ Q ↓
C) P ↑ Q ↓
D) No change

13. Where is equilibrium on a graph?
A) On the supply curve
B) On the demand curve
C) At the intersection of supply and demand
D) At the origin

14. When does the market clear?
A) When surplus exists
B) When shortage exists
C) When there is no excess supply or demand
D) When price is zero


15. According to the law of supply and demand:
A) Price is fixed
B) Supply determines price
C) Price adjusts to reach equilibrium
D) Demand fixes price

CHAPTER 4 – ELASTICITY (15 QUESTIONS)
1. What is price elasticity of demand?
A) Change in price
B) Responsiveness of quantity demanded to price changes
C) Supply level
D) Income level

2.What is the formula for PED?
A) ΔQ / ΔP
B) %ΔQ / %ΔP
C) P / Q
D) Q × P

3. If PED > 1, demand is:
A) Inelastic
B) Elastic
C) Constant
D) Negative

4. If PED < 1, demand is:
A) Elastic
B) Inelastic
C) Infinite
D) Zero

5. If PED = 1, demand is:
A) Perfectly elastic
B) Unit elastic
C) Inelastic
D) Infinite

6. Why is PED usually expressed as positive?
A) Calculation error
B) Absolute value is used
C) Demand increases
D) Price increases

7. Which good is more elastic?
A) Water
B) Bread
C) Luxury car
D) Salt

8. If close substitutes exist:
A) Demand is less elastic
B) Demand is more elastic
C) Demand is constant
D) Demand is negative

9. Income elasticity measures:
A) Price changes
B) Response of demand to income changes
C) Supply
D) Production

10. If IED > 1, the good is:
A) Necessity
B) Luxury
C) Inferior
D) Neutral

11. If IED < 0, the good is:
A) Normal
B) Luxury
C) Inferior
D) Elastic

12. Cross-price elasticity measures:
A) Income
B) Price
C) Relationship between two goods
D) Production

13. If CED > 0, goods are:
A) Complements
B) Substitutes
C) Unrelated
D) Elastic

14. If CED < 0, goods are:
A) Substitutes
B) Complements
C) Unrelated
D) Neutral

15. Price elasticity of supply measures:
A) Demand
B) Price
C) Responsiveness of supply to price changes
D) Income
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