	組別
	姓名與學號

	
	


Homework #2
Economics (I), 2012
Due day: 2012.10.26
Part I. Multiple Choices: 60% (5% each)
Please fill your answers in below blanks.
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1) An ________ is represented by a rightward shift of the demand curve while an ________ is represented by a movement along a given demand curve.

A) increase in demand; decrease in demand

B) increase in demand; increase in quantity demanded

C) decrease in demand; decrease in quantity demanded

D) increase in quantity demanded; increase in demand

2) The substitution effect of a price change refers to

A) the change in quantity demanded that results from a change in price making a good more or less expensive relative to other goods that are substitutes.

B) the shift of a demand curve when the price of a substitute good changes.

C) the movement along the demand curve due to a change in purchasing power brought about by the price change.

D) the shift in the demand curve due to a change in purchasing power brought about 
3) Farmers can plant either corn or soybeans in their fields.  Which of the following would cause the supply of soybeans to increase? 

A) an increase in the price of soybeans

B) a decrease in the price of corn

C) an increase in the demand for corn

D) an increase in the price of soybean seeds

4) If a firm expects that the price of its product will be lower in the future than it is today

A) the firm has an incentive to increase supply now and decrease supply in the future. 

B) the firm has an incentive to decrease supply now and increase supply in the future. 

C) the firm has an incentive to increase quantity supplied now and decrease quantity supplied in the future. 

D) the firm will not change supply until it knows for certain what will happen to its price. 

5) At a product's equilibrium price

A) anyone who needs the product will be able to buy the product, regardless of ability to pay. 

B) the federal government will provide the product to anyone who cannot afford it.

C) not all sellers who are willing to accept the price will find buyers for their products.

D) any buyer who is willing and able to pay the price will find a seller for the product. 

Figure 3-1
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6) Refer to Figure 3-1.  If the price is $25,

A) there would be a surplus of 300 units.

B) there would be a shortage of 300 units.

C) there would be a surplus of 200 units.

D) there would be a shortage of 200 units. 

7) Which of the following describes a characteristic of a perfectly competitive market?

A) There are many buyers but few sellers. 

B) There are many sellers but few buyers.

C) There are many buyers and sellers.

D) Equilibrium is achieved when demand for the product sold in the market equals the supply.
8) Which of the following is evidence of a shortage of chocolate? 

A) Firms lower the price of chocolate.

B) The price of chocolate is raised in order to increase sales. 

C) The equilibrium price of chocolate falls due to a decrease in demand. 

D) The quantity of chocolate demanded is greater than the quantity supplied. 

9) Which of the following would cause the equilibrium price of ketchup to increase and the equilibrium quantity of ketchup to decrease?

A) a decrease in the price of tomatoes

B) an increase in the price of tomatoes

C) an increase in the price of mustard, a substitute for ketchup

D) an increase in the price of french fries, a complement for ketchup

10) Which of the following statements is true?

A) An increase in demand causes an increase in equilibrium price; the increase in price causes supply to increase.

B) A decrease in supply causes equilibrium price to rise; the increase in price then results in a decrease in quantity demanded. 

C) If both demand and supply decrease, there must be a decrease in equilibrium price; equilibrium quantity may either increase or decrease. 

D) If demand increases and supply decreases one cannot determine if equilibrium price will increase or decrease without knowing which change is greater. 

11) All else equal, a ________ of display screens used in the manufacture of tablet computers would shift the ________ curve for tablet computers to the left.

A) shortage; demand

B) shortage; supply

C) surplus; demand

D) surplus; supply

12) A consumer is willing to purchase a product up to the point where

A) he spends all of his income.

B) the marginal benefit is equal to the price of the product.

C) the quantity demanded is equal to the quantity supplied. 

D) he is indifferent between consuming and saving.

13) In a competitive market equilibrium the ________ equals the ________ of the last unit sold.

A) total profit; marginal benefit

B) total cost; marginal cost

C) profit; selling price

D) marginal benefit; marginal cost
14) The minimum wage is an example of 

A) a subsidy for low-skilled workers.

B) a price floor.

C) a price ceiling. 

D) a black market. 

15) In order to be binding a price floor

A) must lie above the free market equilibrium price.

B) must lie below the free market equilibrium price.

C) must coincide with the free market equilibrium price.

D) must be high enough for firms to earn a profit.

Part II. Problems: 40%
Table 3-1
	Price per Bushel
	Quantity Demanded

(bushels)
	Quantity Supplied (bushels)

	$2
	40,000
	       0

	  4
	36,000
	4,000

	  6
	30,000
	8,000

	  8
	24,000
	16,000

	10
	20,000
	20,000

	12
	18,000
	28,000

	14
	12,000
	36,000

	16
	  6,000
	40,000


1) Refer to Table 3-1.  The table contains information about the sorghum market.  Use the table to answer the following questions.
a. 
What are the equilibrium price and quantity of sorghum?

b.
Suppose the prevailing price is $6 per bushel.  Is there a shortage or a surplus in the market? 

c.
What is the quantity of the shortage or surplus?

d.
How many bushels will be sold if the market price is $6 per bushel?

e.
If the market price is $6 per bushel, what must happen to restore equilibrium in the market? 

f.
At what price will suppliers be able to sell 36,000 bushels of sorghum?

g.
Suppose the market price is $14 per bushel.  Is there a shortage or a surplus in the market? 

h.
What is the quantity of the shortage or surplus?

i.
How many bushels will be sold if the market price is $14 per bushel?

j.
If the market price is $14 per bushel, what must happen to restore equilibrium in the market? 

2) In each of the following situations, list what will happen to the equilibrium price and the equilibrium quantity for a particular product, which is an inferior good.

a. The population decreases and productivity increases


b. The income increases and the price of inputs increase


c. The number of firms in the market decreases and income decreases


d. Consumer preference decreases and the price of a complement increases


e. The price of a substitute in consumption increases and the price of a substitute in production increases

3) The graph below represents the market for lychee nuts. The equilibrium price is $7.00 per bushel, but the market price is $5.00 per bushel.  Identify the areas representing consumer surplus, producer surplus, and deadweight loss at the equilibrium price of $7.00 and at the market price of $5.00.
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	1. At the equilibrium price of $7
	2. At the equilibrium price of $5

	(1) consumer surplus:
___________________
	(1)consumer surplus: ___________________

	(2)producer surplus: ___________________
	(2)producer surplus: ___________________

	(3)deadweight loss: ___________________
	(3)deadweight loss: ___________________
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