
When can a product be said to have a negative income elasticity of demand?7

When it is a luxury good.A

When it is a necessity good.B

When it is a normal good.C

When it is an inferior good.D

The diagram shows the short-run supply curve (SSR) and long-run supply curve (SLR) for a bakery. 

The price of a loaf of bread increases from $2.00 to $2.20.
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What is the bakery’s price elasticity of supply (PES) in the short run and in the long run when the
price of a loaf of bread increases?

long runshort run

2.00.5A

1.40.5B

0.72.0C

0.52.0D

An increase in which variable will always lead to an increase in the consumer surplus?9

cost of productionA

maximum priceB

minimum priceC

subsidyD
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