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1. Complete the following table, using the demand data
given, by computing total revenue at each of the seven
prices sme-the-sixopricowalasticity cogfficients. Detween
‘eaeh-oi-the-seven-prices, and indicate whether demand
is elastic, inelastic, or unit elastic between each of the
seven prices.

Quantity Total Jlestisity  Character
Price demanded revenue comifiwignt of demand

$1.00 300
80 400
.80 500
70 600
60 700
50 800
40 900

a. As price decreases from $1.00 to $0.70, demand is

(elastic, inelastic, unit elastic) and to-
tal revenue (increases, decreases, remains the same)

b. As price decreases from $0.70 to $0.60, demand is

(elastic, inelastic, unit elastic) and to-
tal revenue (increases, decreases, remains the same)
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¢. As price decreases from $0.60 to $0.40, demand is

(elastic, inelastic, unit elastic) and to-
tal revenue (increases, decreases, remains the same) |

3. Using the supply data in the following scheduie, com-
plete the table by computing the six price elasticity of
supply coefficients between each of the seven prices,
and indicate whether supply is elastic, inelastic, or unit
elastic.

Quantity Elasticity Character of

Price coefficient demanded supply
$1.00 800

90 - 700 —

.80 600

.70 500 — -

60 400 ¢

50 300 — ——

.40 200 R P

4. The following graph shows three different supply
curves (81, S, and S3) for a product bought and sold in
a competitive market.

_xs’

Price

a. The supply curve for the

(1) market period is the one labeled
(2) short run is the one labeled

(3) long run is the one labeled
b. No matter what the period of time under consnder—
ation, if the demand for the product were D, the equi-

librium price of the product would be

and the equilibrium quantity would be
(1) lfdemand were to increase to D in the market penod

the equiiibrium price would increase to
and the equilibrium quantity would be





[image: image2.png](2) In the short run the price of the product would
increase to and the quantity would in-

crease to
(3) In the long run the pnce of the product would be

and the quantity would be
¢. The longer the period of time allowed to sellers to

adjust their outputs the (more, less)
elastic is the supply of the product.

d. The more elastic the supply of a product, the
(greater, less) the effect on equilibrium

price and the the effect on equitibrium
quantity of an increase in demand.

5. For the following three cases, use a midpgint-forffiia

nandaheFidentify the relationship between the two goods
complement, substitute, or independent).
a. The quantity demanded for good A increases from
300 to 400 as the price of good B increases from $1
to $2.

Coefficient: Relationship:

b. The quantity demanded for good J decreases from
2000 to 1500 as the price of good K increases from
$10 to $15.

Coefficient: Relationship:

¢. The quantity demanded for good X increases from
100 to 101 units as the price of good Y increases from
$8 to $15.

Coefficient: Relationship:

6. Use the information in the following table to identify
the income characteristic of each product A-E using the
following labels: N = normal (or superior), 1 = inferior.

% change In

% change In quantity Income type
Product income demanded {Nori)
A 10 10
B 1 15 o
c 5 12 .
D 5 -2 e
E 10 1 .

7. Given the following information, calculate the con-
sumer surplus for each individuai A to F.

m (2) 3) [0
Maximum Actual price
price willing (equillbrium Consumer
Person to pay price) surplus
A $25 $12
B 23 12 o
c 18 12 .
D 16 12 ——
E 13 12 P
F 12 12 o
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8. Given the following information, calculate the producer
surplus for each producer Ato F.

) (2) (3) @)

Minimum Actuat price

Acceptable (equilibrium Producer
Producers Price price) surpius
A $4 $12 -
B 5 12 N
[ 7 12 -
D 9 12 o
E 10 12 R

F 12 12

9. Answer this question based on the following graph
showing the market supply and demand for a product.
Assume that the output level is Q.
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a. The area of consumer surpius would be shown by

s thearea .
b. The area of producer surpius would be shown by

the area
c. The area that maximizes the combined consumer

and producer surpius is
d. if the output level is now Q, then there are

efficiency losses shown by area
e. If the output level is now Qs, then there are

efficiency losses shown by area





